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It  took  us  125  years  to  use 
the  first  trillion  barrels  of  oil. 

We'll  use  the  next  trillion  in  30, 


So  why  should  you  care? 


DAVID  J.  O'REILLY 
CHAIRMAN  &  CEO 
CHEVRON  CORPORATION 


Energy  will  be  one  of  the  defining  issues  of  this  century.  One  thing  is  clear: 
the  era  of  easy  oil  is  over.  What  we  all  do  next  will  determine  how  well  we  meet 
the  energy  needs  of  the  entire  world  in  this  century  and  beyond. 

Demand  is  soaring  like  never  before.  As  populations  grow  and  economies 
take  off,  millions  in  the  developing  world  are  enjoying  the  benefits  of  a  lifestyle 
that  requires  increasing  amounts  of  energy.  In  fact,  some  say  that  in  20  years 
the  world  will  consume  40%  more  oil  than  it  does  today.  At  the  same  time, 
many  of  the  world's  oil  and  gas  fields  are  maturing.  And  new  energy  discoveries 
are  mainly  occurring  in  places  where  resources  are  difficult  to  extract, 
physically,  economically  and  even  politically.  When  growing  demand  meets  tighter 
supplies,  the  result  is  more  competition  for  the  same  resources. 

We  can  wait  until  a  crisis  forces  us  to  do  something.  Or  we  can  commit  to  working 
together,  and  start  by  asking  the  tough  questions:  How  do  we  meet  the  energy 
needs  of  the  developing  world  and  those  of  industrialized  nations?  What  role  will 
renewables  and  alternative  energies  play?  What  is  the  best  way  to  protect  our 
environment?  How  do  we  accelerate  our  conservation  efforts?  Whatever  actions 
we  take,  we  must  look  not  just  to  next  year,  but  to  the  next  50  years. 

At  Chevron,  we  believe  that  innovation,  collaboration  and  conservation  are  the 
cornerstones  on  which  to  build  this  new  world.  We  cannot  do  this  alone. 
Corporations,  governments  and  every  citizen  of  this  planet  must  be  part  of  the 
solution  as  surely  as  they  are  part  of  the  problem.  We  call  upon  scientists 
and  educators,  politicians  and  policy-makers,  environmentalists,  leaders  of 
industry  and  each  one  of  you  to  be  part  of  reshaping  the  next  era  of  energy. 
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ANY  ENTERPRISE 

PARTNER  CAN  SAVE 

YOU  MONEY  FOR  A  DAY.  BUT 

HOW  ABOUT 

A  DECADE? 


NOW  IS  THE  TIME  TO 

partner  with  Dell,  a  proven  leader  in 
designing  enterprise  solutions  that  add 
more  flexibility,  help  simplify  operations, 
and  scale  every  IT  dollar.  Everything  from 
PowerEdge  Server  technology  with  the 
performance  and  reliability  of  Intel'5' 
Xeon™  Processors,  to  complete  storage 
solutions  and  end-to-end  services  for 
planning,  implementing  and  managing 
your  datacenter.  All  direct  from  one  place. 
Get  more  out  of  the  next  decade  and 

GET  MORE  OUT  OF  NOW. 


Past  performance  is  no  guarantee  of  future  results.  The  Wall  Street  Journal  is  not  affiliated  with  A.G.  Edwards  I 


)f  our  analysts  on  the  Wall  Street  Journal  "Best  on  the  Street"  list  for  2005.  The  bottom  line:  more 
:han  3  million  nest  eggs  working  harder  for  our  clients.  Visit  agedwards.com  or  call  866-379-4243. 
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EVERY  2005  FORD  EXPLORER  IS  EQUIPPED 
WITH  NEW  ROLL  STABILITY  CONTROL" 

■  fym  •'••Vf-iiii'  "  '     1      'HMU>.«  t  ■ 

nside  every  2005  Ford  Explorer  is  a  gyrochip 
sensor  that  constantly  monitors  vehicle  motion. 
It's  there  to  help  keep  all  four  wheels  firmly 
planted.  RSCis  an  amazing  new  technology. 
And  Explorer  is  the  only  SUV  that  has  it.**  At 
Ford,  we're  always  thinking  of  ways  to  help 
make  you  safer.  For  more  information,  visit 
fordvehicles.com  or  call  1-800-301-7430. 
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Built  for  the  road  ahead. 
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Cocktails.  For  more,  go  to  Forbes.com's  Lifestyle  section. 
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Your  time  becomes  real-time 


Life's  Good  when  you  have  the  power  to  control  time.  With  one  touch  of 
the  DVR  (Digital  Video  Recorder) button,  LC  Plasma  TV  can  'Time  Shift' 
your  favorite  live  match  and  let  you  watch  it  anytime  you  choose. 
Whether  you're  taking  a  short  snooze  at  halftime  or  attending  to  more 
important  matters,  now  your  favorite  players  can  be  on  your  time! 
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Competing  with  other  companies  really 
means  competing  with  their  supply 
chains.  So  where  do  you  find  an  edge? 


o  matter  how  carefully  you  plan,  there  will  still 
e  some  unforeseen  event  to  change  the  picture 
nd  affect  the  movement  of  your  goods.  Clearly, 
ie  more  flexible  your  supply  chain,  the  greater 
le  edge  you  can  have  over  competitors  who  can't 
dapt.  Which  is  why  you  should  go  with  UPS  ' 

/herever  your  products  are  in  the  supply  chain, 
/e  can  help  monitor  their  progress  and  provide 
ou  with  options  to  meet  unexpected  disruptions 

r  changes  in  deadlines. 

ay  there's  a  problem  with  a  major  supplier. 


We  can  help  you  move  raw  materials  and  open 
distribution  channels  to  other  plants.  Or  another 
country.  Or  what  if  a  major  customer  suddenly 
needs  an  order  much  faster  than  anticipated? 
We  can  quickly  deploy  our  vast  and  varied 
transportation  network  to  speed  your  goods 
to  market,  regardless  of  capacity. 

Every  day,  our  global  experience  and  reach  can 
give  you  greater  flexibility  in  your  company's 
supply  chain.  To  outmaneuver  your  competition. 

UPS.com/supplychain  1  -800-742-5727 
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Any  of  you  who  are 


Side  Lines  

Stupid  Genius  Grants 

sitting  on  a  billion  dollars,  and  planning  to  leave  the  money  tc 
charity  at  your  death,  should  turn  to  page  42.  Read  Neal  Free- 
man's account  of  how  foundations  get  hijacked  by  insiders  with 
pet  causes. 

Bill  Gates  has  the  right  idea: 
Give  away  money  while  you 
are  still  alive  and  make  sure 
that  it  does  not  go  to  waste. 
Warren    Buffett   has  the 
wrong  idea.  He  is  working 
full-time  to  make  his  pile  big- 
ger but  won't  be  around  when 
the  assets  are  spent. 

John  D.  MacArthur  had 
the  wrong  idea.  A  frugal 
and  hardworking  man,  he 
spent  six  decades  amassing 
a  fortune  from  insurance  and 
real  estate,  then  left  behind  only 
the  vaguest  of  instructions  on  what  to  do  with  the  money.  His 
John  D.  and  Catherine  T.  MacArthur  Foundation  is  sitting  on  $5 
billion.  And  what  are  the  foundation  insiders  doing?  They  dis- 
tribute money  to  various  operating  charities,  but  they  are  best 
known  for  their  no-strings  handouts  to  MacArthur  Fellows,  the 
so-called  genius  awards.  Now  $500,000  apiece,  the  unsolicited 
awards  have  gone,  beginning  in  1981,  to  682  lucky  recipients. 

John  MacArthur  died  in  1978.  If  only  he  were  alive  and 
could  weigh  in  on  who  gets  the  money.  I  imagine  that  he  might 
have  wanted  to  fund  the  next  Jonas  Salk  or  AJbert  Schweitzer. 
But  that's  not  the  drift.  Take  a  look  at  the  list  of  winners. 

One  is  a  woman  preserving  a  habitat  for  elephants.  There's 
an  atmospheric  scientist  whose  chief  accomplishment  is  sup- 
porting the  global-warming  hypothesis.  There's  an  engineer  and 
sculptor  whose  work  incorporates  "environmental  and  energy 
concerns."  The  founder  of  an  anti-agribusiness  organization.  An 
"installation  artist"  who  brings  Latino  popular  culture  into  his 
work.  A  young  woman  doing  LBGTQ  outreach.  (I  had  to  look 
that  up:  lesbian-bisexual-gay-transgender-questioning.) 

Other  geniuses:  someone  saving  endangered  Brazilian  native 
languages,  a  professor  studying  women's  roles  and  sexuality  in 
Biblical  times,  a  lawyer  campaigning  against  capital  punishment, 
a  blacksmith,  a  puppeteer  and  an  artist  who  "explores  racial  and 
sexual  exploitation."  You  find  some  famous  thinkers  and  scien- 
tists on  the  list  but  a  far  greater  number  of  people  who  were 
obscure  when  the  dollars  rained  down  on  them  and  remained 
that  way  afterward.  In  the  latter  category:  Janine  Pease  Pretty  On 
Top,  an  educator  in  Montana. 

Depending  on  your  perspective,  all  worthy  causes.  But 
unlikely  to  give  the  world  a  malaria  vaccine. 
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There  are  no  maps  to  the  sweet  spot  of  the 
market.  But  we  know  a  heck  of  a  guide. 

MidCap  Spiders  let  you  own  the  market's  middle  with  just  one  trade. 

You've  built  a  portfolio  with  a  solid  blue  chip  foundation.  Now  you're  considering  more  diversification 
and  a  different  balance  of  upside  potential  and  risk. 

Meet  the  MidCap  SPDR:  A  smart  way  to  tap  the 
potential  of  the  sweet  spot  of  the  market.  With 
every  share,  this  exchange  traded  fund  (ETF)  repre- 
sents the  entire  S&P  MidCap  400,  middle  market 
companies  that  have  matured  to  achieve  $1-4 
billion  in  market  cap.  While  mid-cap  securities  are 
subject  to  greater  risk  than  large-caps,  mid-cap 
companies  are  less  volatile  than  companies  in  the 
often  uncertain  start-up  phase. 

MidCap  SPDRs  trade  just  like  stocks  throughout 
the  trading  day.  So  they're  flexible  enough  to  accom- 
modate a  range  of  investment  strategies.  And  low 
fees  make  MidCap  Spiders  a  cost-efficient  way  to 
invest.  (Your  usual  brokerage  commission  applies.) 

Want  to  learn  more?  Askyour  advisor.  And  see  if  MidCap 
Spiders  could  be  a  sweet  addition  to  your  portfolio. 

www.MidCapSPDR.com     Ticker  symbol  Amex:MDY 

AMERICAN 

STOCK  EXCHANGE* 

An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefxdly  before 
investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  wuw.MidCapSPDR  com  or  call  1-800- 
THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results.  S&P 
MidCap  400®  and  MidCap  SPDR®  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  PDR  Services  LLC  and 
American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  S&.P  makes 
no  representation  regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2005  American  Stock  Exchange  LLC. 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 


Over  the  last  five  years  MidCap  Spiders  delivered  a  cumulative 
return  of  nearly  50%.  Not  bad  for  a  middleweight. 

And  since  inception,  average  annual  total  returns  have 
been  approximately  15%. 


Average  annual  _  _  _  ,. 

.  .  i  .  r,,™,  One  Five  Ten  Since 
total  return  of  MDY 

tr,-,^,r,r  Year      Years     Years  Inception 

as  of  6/30/05 


Based  on 
NAV 

Based  on 
Market  Price 


13  99%  8.22%  14.24%  14.68% 
14.22%     8.14%     14.19%  14.69% 


Total  returns  are  calculated  quarterly  using  the  daily  4-00  p.m.  net  asset 
value  (NAV) .  Distributions,  if  any,  are  assumed  to  be  reinvested  back  into 
the  fund  on  the  pay  dale  at  the  NAV  on  that  date  Performance  data  quot- 
ed represents  past  performance  and  is  no  guarantee  of  future  7esuits. 
Current  performance  may  be  lower  or  higher  than  quoteti.  The  investment 
return  and  principal  value  of  an  investment  will  fluctuate  so  that  an 
investor's  shares,  when  sold  or  redeemed,  are  subject  to  market  volatility. 
They  may  be  worth  more  or  less  than  their  original  cost.  MDY  shares  are 
bought  and  sold  at  market  price  (not  NAV)  and  are  not  individually 
redeemed  from  the  fund.  Brokerage  commissions  will  reduce  returns.  To 
obtain  most  recent  month-end  performance ,  please  call  1  -800-THE  AMEX 
or  visit  www.MidCapSPDR.com. 


PREEMPTIVE  SECURITY  IS  HERE: 


Wake  up! 

PREEMPTIVE  PROTECTION  WILL 

secure 

YOUR  FUTURE. 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intrusion 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  enable 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  for  your 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 
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lueimiy  uneven 

will  access  yoiPi 
customer  database 
at  noon. 
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Readers  Say 


Manila  Meltdown 


Delisting  imminent?  Arroyo. 


Shame  on  you  for  ranking  Gloria 
Arroyo  fourth  on  "The  100  Most  Pow- 
erful Women"  (Aug.  15,  p.  46).  As  one 
Philippine  senator  recently  said  in 
response  to  your  list,  "Gloria  Macapa- 
gal  Arroyo's  cabinet  and  80%  of  the  Fil- 
ipino people  want  her  to  resign."  Mrs. 
Arroyo  was  accused  of  rigging  her  own 
presidential  election  after  the  public 
disclosure  of  the  "Hello,  Garci"  tapes. 
Those  tapes  apparently  show  Mrs. 
Arroyo  trying  to  pad  her  lead  over  a 
presidential  rival  and  may  be  used  as  evidence  to  impeach  her  before  the 
Philippine  congress. 

FERNANDO  ESTRADA 
San  Jose,  Calif. 

As  the  58-year-old  first  woman  mayor  of  the  city  I  live  in,  I  found  your  list 
extremely  interesting.  It's  inspiring  to  know  that  experience,  savvy  and 
intelligence  are  what  keep  these  awesome  women  in  the  spotlight  when,  at 
our  age,  we  sometimes  look  our  best  by  candlelight. 

JENNIFER  STULTZ 
Mayor 
Gastonia,  N.C 


Not  SoFASB 

"A  Volatile  Brew"  (Aug.  15,  p.  70)  is  a 
prime  example  of  the  accounting  slip- 
pery slope  that  we  are  headed  down  due 
to  overly  theoretical  thinking  from  the 
FASB.  The  cash  impact  on  a  business 
from  a  grant  of  an  employee  stock 
option  is  zero.  An  option  could  actually 
increase  future  cash  flow,  either  by  exer- 
cise of  the  option  itself  or  by  employees 
accepting  lower  cash  salaries  in 
exchange  for  an  option  grant,  which 
reduces  predicted  cash  expenses.  Nei- 
ther of  these  factors  is  taken  into 
account  by  either  Black-Scholes  or  the 
binomial  methods  of  accounting  for 
option  expense. 

In  fact,  using  accepted  methods  for 
computing  option  expenses  is  like  trying 
to  make  a  pig  fly.  The  underlying  as- 
sumption is  that  there  is  an  active  market 
for  the  option.  There  isn't.  Proponents  of 
stock  option  expensing  will  doubtless  say 
that  the  option  has  some  value  and  there- 
fore needs  to  be  accounted  for.  But 


shouldn't  there  be  a  good  method  to  cal- 
culate that  value  first? 

THOMAS  G.  REAM 
Chief  Financial  Officer 
Tacit  Software 
Palo  Alto,  Calif. 

Playing  the  Swap  Market 

"Trading  Places"  (July  4,  p.  54)  does  a 
disservice  to  US.  taxpayers  who  use  a 
legitimate  section  of  the  IRS  tax  code  to 
defer  capital  gains  taxes  and  reinvest  in 
real  estate.  Our  firm  acquires  commer- 
cial real  estate  and  resells  it  to  investors 
who  see  fractional  interests  of  quality 
real  estate  for  their  1031  exchange.  An 
investor  can  put  $500,000  into  a  $20 
million  shopping  center,  with  long-term 
leases  in  quality  locations,  and  receive 
monthly  income  on  that  investment. 
Exchange  investing  can  be  a  simple  and 
viable  transaction. 

WILLIAM  T.  OBEID 
President,  Gemini  Real  Estate  Advisors 
New  York,  N.Y. 


26     FORBES.  September  5,  2005 


the  |  CAN'T  DEAL  WITH 
ALL  THIS  DATA  era  is  over. 


Microsoft"  Office  has  evolved.  Have  you? 

After  all,  the  way  we  work  has  changed.  Today, 
managing  that  ever-rising  tide  of  information  is 
a  growing  challenge.  That's  why  you  need  the 
latest  version  of  Microsoft  Office  with  programs 
like  Microsoft  Office  Outlook®  and  Microsoft 
Office  OneNote?1  Now  you  can  organize,  prioritize, 
and  synthesize  information  like  never  before. 
It's  time  to  evolve  the  way  you  work.  Discover 
how  at  microsoft.com/office/evolve 


m  a 


Microsoft" 


•c— 


Office 


Your  potential.  t>ur  passion."' 

Microsoft 


Readers  Say 


Eco-Chic  Critique 

In  "Environmentalist,  Spare  That  Tree" 
(Side  Lines,  Aug.  15,  p.  12)  William  Bald- 
win dismisses  recycling  newsprint  because 
he  prefers  clear-cut  forests  to  cottages 
around  lakes.  He  espouses  milk  from  BST- 
treated  cows  without  mentioning  its  side 
effects.  He  claims  windmills  consume  vast 
amounts  of  land  and  require  an  unfair 
subsidy  of  1.9  cents  per  kilowatt-hour. 
FORBES  has  the  resources  to  do  an  all- 
inclusive  cost  accounting  of  various  forms 
of  energy.  You  might  find  that  open-pit 
coal  mines  can't  be  farmed  the  way  land 
around  a  windmill  can.  Nevertheless, 
maybe  Mr.  Baldwin  is  right  in  stating  that 
GE  should  abandon  its  Hudson  River 
cleanup  efforts  and  spend  the  money 
more  effectively.  That  leaves  Mr.  Baldwin 
with  a  score  of  1  out  of  4. 

ANDREW  FERGUSSON 
St.  Clements,  Ont. 


Power  becomes  more  powerfu 
Luxury  more  luxurious.  Introducing 
the  2006  Range  Rover.  The  4.2-litre, 

400-hp  supercharged  V8  is  our 

most  powerful,  most  capable 
piece  of  engineering  to  date.  That, 

combined  with  a  host  of  other 
improvements,  makes  the  world's 
nost  perfect  vehicle  even  more  so 
landroverusa.com 


Viral  Attack 

Emily  Oster  is  right  about  one  thing  in 
"Treating  HIV  Doesn't  Pay"  (On  My 
Mind,  July  25,  p.  44):  Countries 
concerned  about  HIV/ AIDS  must  expand 
prevention  education.  But  her  analysis, 
which  merely  compares  the  cost  of  HIV 
prevention  with  the  cost  of  treatment, 
ignores  the  benefits  of  an  integrated 
approach.  In  fact,  broadening  HIV 
treatment  has  revitalized  global 
prevention  efforts.  Global  funding  for 
HIV/AIDS  has  risen  from  $300  million  in 
1999  to  more  than  $6  billion  last  year. 
More  than  two-thirds  of  these  funds 
have  been  spent  on  prevention.  Narrow 
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cost-effectiveness  arguments  sow 
confusion  and  legitimize  further  delays 
in  providing  care  to  the  millions  now 
living  with  HIV. 

JIM  YONG  KIM 
Director,  Department  of  HIV /AIDS 
World  Health  Organization 
Geneva,  Switzerland 

Scavenger  Sale 

"Stuck  In  the  Middle"  (Aug.  15,  p.  88) 
neglected  a  much  larger  story.  As  giants 
like  Arrow  Electronics  try  to  eke  out  a 
living,  the  original  equipment  manufac- 
turer customers  are  going  more  and 
more  to  the  independents  to  add  value. 
We  supply  many  of  the  top  OEMs  in  the 
world  with  parts  that  are  at  times  30% 
below  the  best  contract  price.  Why? 
Because  we  buy  parts  from  other  OEMs 
around  the  world  that  are  often  having  a 
bad  quarter.  Even  the  price  difference 
between  countries  is  incredible  for  simi- 
lar devices  made  by,  for  example,  Intel. 
The  predatory  pricing  tactics  of  the  chip- 
makers  is  amazing.  If  you  picked  one 
device  and  priced  it  in  Shanghai,  Munich 
and  Hauppauge,  N.Y.,  you  would  get 
three  different  prices.  Hence  the  success 
of  the  independent  marketplace. 

SCHUYLER  GLIDDEN 
President,  SG  Industries 
Boston,  Mass. 

Bill  Gates,  Debugged 

I  enjoyed  "Chutzpah  Science"  (July  25, 
p.  64),  which  oudines  Bill  Gates'  plan  to 
save  the  world.  His  Adam  Smith-inspired 
philanthropy  will  benefit  more  people 
than  the  no-strings-attached  donations 
made  by  governments  and  international 
organizations.  When  this  scientific  work 
is  successful,  millions  of  poor  children 
who  have  never  heard  of  Microsoft  will 
have  a  chance  to  live.  Perhaps  this  is  the 
best  operating  system  yet — and  without 
any  of  those  infectious  bugs. 

BENJAMIN  J.  KWITEK 
President,  InterForm 

Colorado  Springs,  Colo. 
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THE  NEW  RANGE  ROVER 


PEOPLE   WHO   WANT  TO   MAKE   THE   MOST   OF   THEIR  MONEY 


PEOPLE   WHO   WANT  TO   MAKE   THE   MOST   OF   THEIR  LIFE 


You  hove  better  things  to  do  with  your  time  than  worry  about  finances.  That's  our  job.  And  we're  very  good  at  it. 
We  take  the  time  to  get  to  know  you,  your  business  and  your  goals.  Once  we  develop  your  plan,  we  continually 
re-evaluate  it.  Making  adjustments  over  time.  Using  all  our  resources  to  see  the  opportunities  and  risks  that  may  lie 
ahead.  Anticipating  change,  rather  than  reacting  to  it.  Because  it's  your  life  and  your  money.  We  want  to  help  you 
make  the  most  of  both.  If  you'd  like  to  know  more,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 
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Fact  and  Comment 


By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


r 


Needed:  Space- Age  Approaches  to  Space 


THE  RECENT  MISSION  OF  THE  SPACE  SHUTTLE  DISCOVERY  DRA- 
matically  points  up  the  need  for  us  to  resolve  how  best  to  rapidly 
promote  space  exploration  and  innovation.  One  inescapable 
response:  Abolish  the  National  Aeronautics  &  Space  Administra- 
tion (NASA)  or  drastically  scale  back  its  mission.  Since  the  moon 
landings  over  three  decades  ago,  NASA  has  become  an  obstacle 
to  advancing  space  exploration  and  travel.  If  NASA  had  been  in 
charge  of  developing  the  automobile,  we'd  still  be  riding  horses. 

Free-enterprise  competition  spurs 
innovation  and  brings  down  the  prices  of 
products  and  services,  the  plunging  cost  of 
computing  power  being  one  dramatic  ex- 
ample. But  like  most  government  agencies, 
NASA  has  become  immersed  in  bureau- 
cratic procedures  and  is  a  stifler  of  innova- 
tion. It  monopolizes  U.S.  space  activities, 
inhibiting  private-sector  participation. 
In  the  1970s  and  1980s,  for  instance, 
Washington  flatly  refused  to  use  private 
contractors  to  put  payloads  into  orbit. 

Or  take  the  International  Space  Sta- 
tion. It  was  first  proposed  in  the  1980s,  with  a  price  tag  of  $8  bil- 
lion, and  was  to  be  completed  by  the  mid-1990s.  Today  it's  still 
under  construction.  Instead  of  housing  12  astronauts,  the  sta- 
tion's been  scaled  back  to  house  3.  Instead  of  costing  $8  billion, 
the  tab  could  end  up  reaching  $100  billion.  And  by  the  time  it's 
finished,  the  station  could  be  useless,  outdated — a  space-age 
white  elephant  by  any  rational  cost-benefit  analysis. 

The  space  shuttle  program  itself  is  obsolete;  continuing  it 
will  waste  billions  of  dollars  and  needlessly  risk  the  lives  of  our 
astronauts.  The  knowledge  gained  from  these  experiments  has 


Having  outlived  their  usefulness,  shuttle  missions 
needlessly  risk  astronauts'  lives. 


not  been  worth  the  cost  in  lives  and  money.  As  first  conceived 
decades  ago,  the  space  shuttle  was  supposed  to  be  flying  every 
week;  instead  there  have  been  about  four  flights  per  year. 

The  shuttle  program  should  be  turned  over  to  the  private 
sector.  NASA  should  take  a  cue  from  the  U.S.  Postal  Service, 
which  in  the  1920s  and  1930s  helped  promote  civil  aviation  by 
contracting  mail  deliveries  with  private  companies  and  pilots. 
Experiments  now  done  onboard  the  shuttle  could  easily  be  con- 
tracted out  and  accomplished  at  a  frac- 
tion of  the  cost.  Also,  the  money-drain- 
ing space  station  should  be  turned  over 
to  private  interests  or  abandoned. 

Burt  Rutan's  successful  launching  of 
a  three-passenger  vehicle  into  space 
twice  in  a  two-week  period  last  year — 
which  won  him  the  $10  million  Ansari  X 
Prize — is  a  perfect  example  of  what 
private  interests  can  achieve  when  moti- 
vated and  unleashed.  Decades  ago  simi- 
lar prizes  stimulated  major  advances  in 
civil  aviation,  including  Charles  Lind- 
bergh's 1927  epic  nonstop  flight  from  New  York  to  Paris. 

Former  Congressman  Bob  Walker  has  proposed  giving  a 
25-year  federal  tax  exemption  to  the  first  company  to  build 
a  permanent  lunar  base  with  its  own  money.  Now  there  would 
be  an  interesting  diversification  for  Microsoft! 

At  a  time  when  Americans  are  worrying  about  possible 
future  strategic  threats  from  China,  we  should  be  doing  all  we 
can  to  stimulate  space-related  breakthroughs.  Sooner  than 
we  think,  such  efforts  could  bring  to  life  old  dreams  of  space 
tourism  and  hotels  and  space-based  laboratories. 


Dump  This  Destructive  Deadweight 


THE  CONVICTION  OF  AND  SUBSEQUENT  25-YEAR  SENTENCE 
given  to  Bernie  Ebbers  make  an  excellent  case  for  repealing  or 
substantially  modifying  the  Sarbanes-Oxley  Act,  a  destructive 
piece  of  legislation  rushed  through  Congress  three  years  ago  in 
the  aftermath  of  the  WorldCom  collapse.  This  ill-thought-out, 
hastily  written  law  has  cost  shareholders  and  the  U.S.  economy 
infinitely  more  money  than  Bernie  Ebbers  and  his  ilk  ever  did. 

The  stock  market  quickly  recovered  after  the  WorldCom  col- 
lapse. Stocks  plummeted  only  when  it  became  clear  that  Wash- 
ington was  going  to  pass  the  Sarbanes-Oxley  Act.  In  a  matter  of 
days  equity  values  shrank  by  several  hundred  billion  dollars.  It 
was  only  after  the  passage  of  the  Bush  tax  cuts  in  the  spring  of 
2003  that  equities — and  the  economy — firmly  recovered. 


What  Sarbanes-Oxley  has  manifestly  done  is  impose  hefty 
costs  on  publicly  held  companies,  especially  small  ones.  The  leg- 
islation has  been  a  boon  for  the  accounting  industry — fees  in 
many  cases  have  doubled  or  tripled.  Moreover,  it's  not  only  the 
billions  of  mostly  wasted  dollars  that  are  burdensome  but  also 
the  time  top  managers  must  spend  in  trying  to  comply  with  the 
act  instead  of  focusing  on  running  their  businesses. 

The  kind  of  fraud  Ebbers  and  his  sort  engaged  in  was  illegal  long 
before  Sarbanes-Oxley.  Ebbers'  stiff  sentence  will  deter  others  from 
engaging  in  similarly  wrongful  activities  far  more  effectively  than 
will  Sarbanes-Oxley's  onerous  obligations  of  massive  paperwork. 

More  to  the  point,  executives  intent  on  fraud  will  not  be  deterred 
by  Sarbanes-Oxley's  mandated  accounting  and  governance  con- 
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Fact  and  Commei 

trols.  By  definition,  fraud  involves  deception  and  concealment. 

The  preposterousness  of  this  legislation  is  demonstrated  by  the 
fact  that  no  two  accountants  can  agree  on  whether  a  company  has 
actually  complied  with  the  act.  Thus  a  person  who 
serves  as  a  director  for  two  publicly  held  compa- 
nies could  find  himself  in  an  untenable  legal  situ- 
ation— with  the  two  companies  having  complied 
in  very  different  ways.  This  is  not  academic;  it's  a 
reality.  The  plaintiffs'  bar  could  have  a  field  day 
years  from  now:  Why  did  you  as  a  director 
approve  particular  measures  for  Company  A  but 
not  for  Company  B?  The  legislation  also  has 
inhibited  risk-taking;  directors  and  executives 
must  now  ask  themselves  how  a  particular  corpo- 
rate decision  will  look  in  a  court  of  law,  at  a  time 
when  everyone  will  have  the  benefit  of  hindsight. 

Failure  is  vital  to  free  enterprise,  to  progress.  Most  new  businesses 
fail  within  five  years  of  inception.  Established  companies  frequently 
make  unprofitable  investments  or  stick  too  long  with  products 
and  services  that  no  longer  meet  the  needs  of  customers.  Of  the  100 
largest  companies  in  America  when  FORBES  magazine  was  founded 
in  1917,  only  14  are  still  with  us  today;  less  than  half  of  the  500 
largest  companies  at  the  time  of  our  70th  anniversary  in  1987  are  in 


Best  deterrent  to  corporate 
wrongdoing— doing  hard  time. 


that  category  today.  What  legendary  economist  Joseph  Schumpetei 
called  creative  destruction  is  a  constant  in  a  free-market  economy 
Sarbanes-Oxley  is  part  of  the  movement  that  is  bringing  back 
in  spirit,  the  equivalent  of  debtors'  prison.  Cen- 
turies ago  if  a  business  went  bust,  the  proprietors 
could  lose  not  only  the  money  they  put  into  the 
enterprise  but  also  everything  else  they  owned. 
Bankruptcy  meant  going  to  jail  until  a  way  could  be 
found  to  satisfy  creditors.  Unlimited  liability  meant 
there  was  less  risk-taking,  hence  less  economic 
growth.  But  with  limited  liability,  investors  lose  only 
the  money  they  actually  put  into  an  enterprise;  since 
it  went  into  effect,  risk-taking  has  proliferated. 

Forcing  CEOs  and  chief  financial  officers  to 
personally  vouch  for  the  accuracy  of  financial 
reports  is  a  manifestation  of  this  anti-risk-taking, 
debtors'  prison  type  of  mentality.  Another  is  the  government's 
pressuring  directors  to  personally  pony  up  civil  fines  for  alleged 
company  misdeeds.  Great  sound  bite  but  also  great  inhibitor  to 
having  capable  people  serve  on  boards.  Honest  business  mis- 
takes and  risks  that  don't  work  out  will  invariably  be  fodder  for 
trial  lawyers  and  a  spur  to  debilitating,  expensive  lawsuits. 

Sarbanes-Oxley  miserably  flunks  any  cost-benefit  analysis,  too. 


America's  Screen  Queen 


Kate  Remembered — by  A.  Scott  Berg  (Berkley,  $15).  One  of 
America's  foremost  biographers  gives  a  moving,  masterful  mem- 
oir of  his  unique  relationship  with  one  of  Hollywood's  legendary 
giants,  Katharine  Hepburn.  Berg  first  met  Hepburn  in  the  early 
1980s,  when  he  was  assigned  to  write  a  magazine  article  about 
her.  Berg  became  something  of  a  James  Boswell  to  Hepburn, 
and  they  spent  many  an  evening  together,  with  her 
recounting  incidents  and  personalities  in  her  life. 

Hepburn  is  convincingly  and  affectionately 
brought  to  life,  from  the  first  time  Berg  visits  her 
New  York  town  house  to  her  decline  and  death.  She 
was  ambitious — she  more  than  once  admits  she 
shamelessly  used  her  husband  to  help  her  but  that 
she  didn't  really  love  him.  Hepburn  was  also  in- 
tensely competitive — Berg  vividly  describes  the  time 
he  played  Parcheesi  with  her.  But  she  was  also  warm, 


thoughtful  and,  most  important,  an  amazingly  talented  actress. 
Most  women  who  achieve  Hollywood  stardom  have  a  "run"  of 
about  five  years.  Hepburn's  luster  lasted  her  lifetime. 

Hepburn  also  experienced  her  share  of  pain,  including  when, 
as  a  teenager,  she  found  her  brother  just  after  he  hanged  himself. 
Berg's  book  is  not  a  formal  biography,  but  no  other  work  could 
give  readers  a  better  appreciation  and  overview  of 
Hepburn's  life  and  the  people  who  intersected  it — 
Howard  Hughes,  John  Ford,  Henry  Fonda,  Humphrey 
Bogart,  Irene  Selznick.  Hepburn  could  give  love  as 
well  as  receive  it.  Especially  touching  is  the  insight 
into  her  relationship  with  Spencer  Tracy,  a  troubled 
man  who  constantly  battled  his  addiction  to  alcohol. 

This  book  was  originally  published  upon 
Katharine  Hepburn's  death  two  years  ago,  but 
already — like  its  subject — it  is  a  classic. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Bottega  del  Vino-7  East  59th  St.  (Tel.:  212-223-3028).  A 
grown-up,  expensive  and  exceedingly  civilized  restaurant  that 
boasts  an  excellent  wine  list  and  serves  exquisite  food.  Try  the 
risotto  all'amarone,  the  steaks,  the  Chateaubriand  and  the 
branzino.  The  desserts  are  up  to  the  rest  of  the  meal. 

•  Bistro  du  Vent-41 1  West  42nd  St.  (Tel.:  212-239-3060).  The 
enervating  mood  of  the  neighborhood  seems  to  have  seized 
the  waiters  in  this  gloomy  place.  Appetizers  take  forever,  then 
arrive  incorrect  and  incomplete.  The  steak  frites  practically 


moos  and  comes  covered  in  cold  fries.  Too  bad — with  some 
effort  this  place  could  become  a  good  neighborhood  eatery. 
#  Turkish  Kitchen— 386  Third  Ave.,  between  27th  and  28th  streets 
(Tel.:  212-679-6633).  This  casual  and  reasonable  place  just  keeps 
getting  better  with  every  visit.  The  ambience  is  sexy  and  appeal- 
ing—soft lighting,  red-lacquered  walls  and  flickering  votive  can- 
dles. Favorites:  zucchini  pancakes,  stuffed  grape  leaves  and 
pureed  smoked  eggplant;  and  delicious  and  perfectly  cooked 
lamb  specialties,  grilled  trout  and  chicken  breast  brochettes.  F 
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Other  Comments 


The  American  experience  stirred  mankind  from  discovery  to 
exploration.  From  the  cautious  quest  for  what  they  knew  (or  thought 
they  knew)  was  out  there,  into  an  enthusiastic  reaching  to  the  unknown. 
These  are  two  substantially  different  kinds  of  human  enterprise. 

—DANIEL  J.  BOORSTIN 


Ossified  Agency  The  problem  is  not  that  NASA  work- 
ers want  failure.  Most  are  conscientious  and  welcome  a  new 
mission  that  returns  them  to  science  and  exploration.  But  only 
the  private  sector  can  commercialize  goods  and  services,  be  they 
cars,  airline  flights,  personal  computers  or  the  Internet,  making 
them  accessible  to  everyone.  What  will  be  needed  are  policies 
that  back  NASA  out  of  the  civil  space  arena  and  let  the  private 
sector  take  over,  bringing  down  costs  and  improving  quality. 
The  same  pioneering  and  commercial  spirit  that  made  America 
can  make  us  a  space-faring  civilization.  But  ultimately  that  spirit 
will  need  to  be  manifest  in  individuals  working  with  one 
another  in  businesses,  universities  and  private  foundations 
rather  than  in  bureaucrats  toiling  in  government  agencies. 

—EDWARD  HUDGINS,  Objectivist  Center 

Sandbagging  the  Market  Given  the  [strong]  state  of 

the  economy  and  relatively  robust  corporate  profits,  one  would 
expect  the  stock  market  to  be  higher.  One  factor  holding  back 
the  market  may  be  the  [2002]  Sarbanes-Oxley  legislation.  Esti- 
mates of  the  cost  of  the  legislation  in  terms  of  higher  audit  fees 
and  lost  productivity  have  risen  every  year,  as  companies  learn 
more  about  its  provisions.  It  is  now  commonly  estimated  to  be 
about  $15  billion  per  year,  or  about  $1  million  per  $1  billion  of 
sales.  However,  some  companies  have  reported  much  higher  costs. 
AIG  is  spending  $300  million  per  year  on  Sarbanes-Oxley  com- 
pliance. Two  University  of  Illinois  accounting  professors  esti- 
mated last  year  that  companies  had  spent  120  million  hours  com- 

HIPPOCPATES  OFF  TH€  RECOfc-O 


"First,  treat  no  lawyers." 


plying  with  Sarbanes-Oxley  and  that  outside  auditors  had  spen 
another  12  million  hours,  for  a  total  of  132  million  hours.  This  i: 
equivalent  to  66,000  people  working  for  one  year  on  nothing  else 
Corporate  executives  report  an  enormous  amount  of  distrac- 
tion from  their  core  businesses  as  the  result  of  Sarbanes-Oxley,  anc 
have  become  much  more  conservative  in  their  investment  strategies 
Sun  Microsystems  CEO  Scott  McNealy  likened  the  legislation  tc 
throwing  "buckets  of  sand  into  the  gears  of  the  market  economy.' 
—BRUCE  BARTLETT,  National  Center  for  Policy  Analysis 

Jogging  One's  Memory  Men  more  frequently! 

require  to  be  reminded  than  informed. 

—SAMUEL  JOHNSON 

If  the  Dead  Could  Talk  Indeed,  if  our  dead  could  rise  I 

out  of  their  graves  they  would  surely  rebuke  us  for  our  present 
blasphemy — shaking  their  fingers  and  remonstrating  that  Bin 
Laden  and  his  followers,  both  active  and  passive,  are  no  different 
from  Hitler  and  the  other  evil  killers  of  their  own  age,  who 
deserve  to  be  defeated,  not  reasoned  with  or  apologized  to,  and 
not  understood.  The  voices  of  our  dead  abroad  murmur  to  us, 
the  deaf,  that  a  nation  is  liked  not  by  being  good  and  weak  or  bad 
and  strong,  but  only  by  proving  both  principled  and  resolute. 

—VICTOR  DAVIS  HANSON,  Hoover  Institution, 
National  Review  Online 

Grand,  Grounded  Life  For  all  her  impatience,  there 
was  always  a  sense  of  humility  and  humanity,  even  a  sense  of 
gratitude  for  her  good  fortune.  [Katharine  Hepburn]  was  never 
above  making  a  bed,  cooking  a  meal,  chopping  wood,  or  work- 
ing her  garden.  Indeed,  she  found  pleasure  in  those  activities.  Al- 
most every  time  I  saw  her  in  the  kitchen  in  Fenwick,  she  was  wip- 
ing a  sponge  across  the  countertop,  cleaning  up  after  somebody. 

In  short,  she  never  lost  her  work  ethic.  She  believed  the  point 
of  making  money  was  to  allow  you  to  live  comfortably  enough 
to  work  some  more,  until  you  simply  could  work  no  longer. 

Stars  who  bemoaned  the  hardships  of  their  profession — the 
impositions,  the  loss  of  privacy — rankled  her.  "These  actors  who 
complain  in  interviews  about  12-hour  days!"  she  said  with 
incomprehension.  "You  sit  there  for  1 1  of  them.  It's  not  as  if 
we're  carrying  sacks  of  feed  all  day!" 

—A.  SCOTT  BERG,  Kate  Remembered 

Worth  the  Effort  Learn  to  labor  and  to  wait. 

—HENRY  WADSWORTH  LONGFELLOW  F 
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echnology 


Cleaner  fuels.  Advanced  fuels.  Liquefied  natural  gas.  Converting  gas  fuels  into 
liquids.  3-D  seismic  technology  for  the  discovery  of  new  fuels.  Ultra-deepwater 
drilling  and  production  technology  to  access  once  unreachable  sources  of  fuels. 
Shall  we  go  on?  When  it  comes  to  energy  technologies,  our  answer  to  that 
question  is,  "yes  we  will."  Because  at  ConocoPhillips,  discovering  and  innovating 
new  technologies  is  just  another  way  we  elevate.  ^ 


Current  Events 


3y  Paul  Johnson 


Look  to  India 


I  GEORGE  W.  BUSH  WISHES  TO  BE  REMEMBERED  IN  FUTURE  AGES— 
and  what  high-spirited  world  leader  doesn't? — he  will  devote  much 
of  his  second  term  to  forging  close  and  durable  links  with  India. 

Naturally,  President  Bush  must  seek  to  get  Continental 
Europe  back  into  the  Atlantic  camp.  With  the  sun  of  the  anti- 
U.S.  Jacques  Chirac  setting  and  the  star  of  the  realistic  and  sen- 
sible Nicolas  Sarkozy  on  the  rise  in  France,  and  with  the  likeli- 
hood of  the  pro-U.S.  Angela  Merkel's  taking  over  Germany's 
chancellorship  from  the  ridiculous  failure  that  has  been  Gerhard 
Schroder's,  the  Continentals  are  already  moving  Bush's  way. 

People  Power 

Regardless  of  who  is  in  power,  Europe  is  becoming  a  small 
player  in  the  21st  century.  The  25th  International  Population 
Conference,  which  met  at  Tours,  France  in  July,  made  some  sig- 
nificant points  as  to  where  power  will  be  increasingly  exercised 
in  the  new  century. 

By  2050  the  EU's  25  member  nations  will  have  a  total  popu- 
lation of  only  461  million,  compared  with  the  U.S.'  420  million. 
If  you  subtract  Britain  from  the  European  total,  the  U.S.  popu- 
lation will  be  significantly  higher.  The  makeup  of  the  European 
population  will  be  older,  with  far  fewer  in  the  active  workforce. 
It  is  more  difficult  to  compute  output  per  capita  half  a  century 
hence,  but  if  present  trends  continue,  the  GNP  of  the  U.S.  will  be 
three  tunes  that  of  Europe. 

In  contrast,  by  2050  India  will  have  the  largest  population  in 
the  world — 1.6  billion  inhabitants  versus  China's  1.4  billion, 
with  India's  population  being  much  younger.  Although  much  of 
the  Islamic  world  is  growing  fast  in  demographic  terms — a  mat- 
ter of  serious  import  for  southern  Europe  in  particular — India 
by  midcentury  most  likely  will  have  a  greater  number  of  souls 
than  the  entire  Muslim  world.  As  for  India's  economic  poten- 
tial, I  regard  that  as  almost  infinite  over  the  long  term. 

Since  China  threw  off  the  horrific  and  destructive  legacy  of 
Mao  Tse-tung's  primitive  Marxism,  it  has  done  remarkably  well, 
on  the  whole.  It  has,  however,  tended  to  concentrate  unduly  on 
old  smokestack  industries,  with  the  object  of  gaining  quick 
returns  through  cheap  exports.  Needless  to  say,  this  has  had 
appalling  consequences  for  the  environment,  which  China  will 
rue  desperately  in  decades  to  come.  China,  with  estimates  of 
about  20  million  convicts,  is  heavily  dependent  on  slave  labor,  as 
well  as  on  the  labor  of  underpaid  ex-peasants  who  are  still  pour- 
ing into  the  industrialized  coastal  belt.  China  is  not  investing 
enough  in  high  technology,  with  the  exception  of  the  military,  and 


is  thus  making  the  same  mistakes  the  Soviet  Union  made.  Indeed, 
the  differences  between  the  new  China  and  the  old  U.S.S.R.  are 
more  superficial  and  visible  than  fundamental.  The  entire 
Chinese  apparatus,  political  and  economic,  looks  fragile  to  me. 

India,  however,  with  its  educated  strata  fluent  in  English,  is 
leapfrogging  over  the  industrial  epoch  into  the  advanced  com- 
munications era.  Bangalore,  India's  capital  of  high  technology 
and  outsourcing  facilities,  is  a  city  fully  at  home  in  the  21st  cen- 
tury, whereas  Shanghai,  despite  its  spectacular  skyscrapered  sky- 
line, is  a  phenomenon  rooted  in  the  20th  century.  India  looks — 
and  is — astonishingly  old,  but  its  futuristic  sinews,  though  often 
invisible  to  the  untrained  eye,  are  becoming  formidable.  As 
things  stand,  India  will  soon  have  more  English-speaking  com- 
puter operators  than  the  rest  of  the  world  put  together,  and  it 
will  be  organically  linked  to  all  the  advanced  economies. 

Given  the  climate  of  freedom  that  prevails  in  India,  we  can 
expect  that  it  will  be  producing  ideas,  inventions  and  new  processes 
of  its  own  before  long.  China  will  not  be  able  to  match  this  until  it 
dismandes  its  communist  system — or  lets  it  collapse.  To  have  a 
truly  innovative  economy,  freedom  of  thought  and  expression  must 
be  encouraged.  That  is  the  most  important  lesson  of  the  modern 
age.  India  has  this  precious  tradition,  as  well  as  the  rule  of  law,  both 
of  which  are  legacies  (I  am  proud  to  say)  of  British  rule.  The  rule  of 
law  is  essential  to  long-term  investment  on  the  largest  possible  scale. 

Counterbalance 

India  ought  to  also  figure  largely  in  President  Bush's  calculations 
for  another  reason:  It  is  a  counterbalance  on  two  important 
fronts.  India  will  prove  invaluable  as  a  counterbalance  to  China 
if  China  becomes  aggressive,  especially  toward  Taiwan.  China 
has  weaknesses  in  central  Asia — especially  in  Tibet,  its  much- 
oppressed  and  rebellious  colony.  Tibet,  for  many  reasons,  has 
closer  affinities  to  India  and  is  much  closer  geographically  to 
Delhi  than  to  Beijing. 

India  is  also  a  counterbalance  to  the  Muslim  world.  It  is  an 
example  to  its  neighbors,  Pakistan  and  Bangladesh.  As  India's 
standard  of  living  rises  and  India  takes  its  place  at  the  world's 
head  table,  the  inhabitants  of  these  two  neighboring  countries 
are  bound  to  ask,  "What's  holding  us  back,  while  India  pros- 
pers?" The  answer  will  come,  as  it  increasingly  comes  to  Arab 
lands:  Islamic  fundamentalism. 

All  these  trends  can  be  to  America's  advantage.  But  they 
must  be  cultivated  and  reinforced  by  intelligent  U.S.  policies  and 
sophisticated  diplomacy.  F 
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Digital  Rules  

By  Rich  Karl  guard,  publisher 


Dunce  Glut 


TWO  MONTHS  AGO  ON  FORBES.COM,  WE  LAUNCHED  A  COLUMN 
called  Dunce  of  the  Week.  The  idea  is  to  reprint  the  words  of  a 
public  figure  when  he  or  she  says  something  singularly  foolish 
about  economics.  We  live  in  a  precarious  time,  when,  as  in  the 
1930s,  dumb  economics  could  smash  the  world  to  bits.  Dunce  of 
the  Week  aims  to  expose  such  foolery. 

At  first  I  worried  that  we  might  run  out  of  dunces.  But  this 
summer  has  seen  a  long  parade  of  them,  stretching  to  the  hori- 
zon. In  June  Senator  Lindsey  Graham  (R-S.C.)  joined  Senator 
Charles  Schumer  (D-N.Y.)  in  threatening  China.  The  two  dunces 
co-wrote  an  op-ed  piece  in  the  New  York  Times  calling  for  27.5% 
tariffs  on  Chinese  goods.  They  sought  to  harm  the  most  fruitful 
economic  partnership  in  the  world.  Think  about  it.  The  U.S.  econ- 
omy gets  to  grow  3.5%  to  4%  a  year  and  employ  people  in  record 
numbers  yet  enjoys  low  mortgages  and  almost  no  price  infla- 
tion— all  thanks  to  China.  And  China  gets  higher  living  standards. 

June  was  a  primo  month  for  dunces.  We  had  former  New 
York  Governor  Mario  Cuomo,  writing  a  column  in  USA  Today, 
declaring  the  Reagan  revolution  a  failure.  The  only  failure  was 
Cuomo's  Depression-era  economic  thinking.  The  same  week 
Dominique  de  Villepin,  prime  minister  of  France  and  Jacques 
Chirac's  big  number  two,  wrote  a  whopper  for  the  Financial 
Times.  Villepin  lectured  his  readers  not  to  give  up  on  the  Euro 
pean  constitution,  recently  voted  down  by  the  Dutch  and 
French.  Failure  to  recover  from  that  catastrophe  would  result  in 
a  Europe  that  is  one  "vast  free-trade  area,  governed  by  the  rules 
of  competition."  The  horror,  the  horror. 


Failure  to  See  American  Dynamism 

Back  in  the  U.S.,  it  was  hard  to  beat  Harper's  Magazine.  For  its 
June  issue  Editor  Lewis  Lapham  convened  a  summit  of  dunces 
and  turned  on  the  tape  recorder.  Herewith,  some  excerpts. 
Lewis  Lapham — "If  we  can  believe  what  we  read  in  the  newspa- 
pers, the  American  economy,  formerly  believed  to  be  as  unsink- 
able  as  the  Titanic,  appears  to  be  steaming  toward  an  iceberg." 
Peter  G.  Peterson — senior  chairman  of  The  Blackstone  Group 
and  chairman  of  the  Council  on  Foreign  Relations:  "This  dys- 
functional dependence  [whereby  Americans  buy  Chinese  goods 
and  China  buys  U.S.  Treasurys]  is  clearly  unsustainable." 
Paul  Krugman — op-ed  columnist  for  the  New  York  Times  and  a 
professor  of  economics  at  Princeton  University:  "I  would  say  that 
there  is  a  50%  chance  that  the  outcome  [will  be)  pretty  calamitous." 
Lapham — "Clearly  our  profligacy  will  have  to  be  paid  for  even- 
tually. But  when?" 

To  learn  more  about  Harper's  summit  dunces,  cruise  over  to 
Amazon.com  and  check  out  their  backgrounds.  All  are  pro-  FOI"t)CS 
lific  book  writers  and  professional  pessimists.  'ITiey  wouldn't       M  — — -com 


recognize  good  news  if  it  dropped  like  gold  bricks  into  their  laps. 

Lapham  edited  The  End  of  the  World  (1998)  and  wrote 
Waiting  for  the  Barbarians  (1997). 

Peterson  authored  Running  on  Empty  (2004),  Will  America 
Grow  Up  Before  It  Grows  Old?  (1996)  and,  lest  his  theme  escape 
you,  Facing  Up:  How  to  Rescue  the  Economy  from  Crushing  Debt 
and  Restore  the  American  Dream  (1993). 

Krugman  wrote  such  cheery  titles  as  The  Great  Unraveling 
(2003),  The  Return  of  Depression  Economics  (1999)  and  The  Age 
of  Diminished  Expectations  (1990). 

The  odd  thing  is  that  Lapham,  Peterson  and  Krugman  are 
smart  guys.  They  have  IQs  that  can  boil  water  and  are  quite  seri- 
ous about  their  work.  So  what  key  factor  of  the  U.S.  economy — 
the  fastest-growing  mature  economy  in  the  world,  with  $1 1  tril- 
lion in  annual  output,  $155  trillion  in  assets  and  markets  on  the 
march — are  these  dunces  overlooking?  American  dynamism. 

Boeing  is  a  perfect  example  of  American  dynamism.  Boeing  is 
booming;  its  stock  has  doubled  in  two  years.  Air  carriers  around 
the  world  are  snapping  up  a  new  generation  of  Boeing  jets  that 
offer  improved  fuel-to-range  ratios.  Thank  rising  fuel  prices.  To 
an  economic  dunce,  rising  fuel  prices  are  only  a  cost.  But  in  the 
real  world,  rising  prices  cause  companies  and  consumers  to 
change  their  consumption  patterns.  They  search  for  substitutes, 
which  clever  companies  like  Boeing  are  willing  to  give  them. 

Dunces  yelp  too  much  about  budget  deficits.  They  rightly 
point  out  that  the  Reagan  Administration  added  $1.7  trillion  in 
federal  debt.  But  they  don't  add  the  bit  about  U.S.  assets  growing 
by  ten  times  that  amount  during  Reagan's  tenure.  In  the  real  world 
a  CEO  would  be  a  world-class  dunce  not  to  issue  a  dollar  of  debt 
in  order  to  snatch  ten  dollars'  worth  of  assets.  For  most  Americans 
a  comparable  "irresponsible"  act  of  debt  is  called  buying  a  house, 
for  which  they  then  work  hard  and  creatively  to  pay  the  mortgage. 
But  Lapham,  Krugman  and  Peterson  are  worried  sick  over  this. 

To  dunce  thinkers,  unions  are  benign  or  good.  But  in  the  real 
world,  where  human  behavior  rules,  we  see  the  30  years  of  terri- 
ble results  that  have  been  wrought  by  unions.  Example:  20%  of 
workers  at  some  of  Michigan's  unionized  auto  plants  fail  to 
show  up  on  any  given  day.  This  matters  greatly:  For  every  1% 
rise  in  absenteeism,  General  Motors  loses  $125  million,  Ford 
$100  million.  Meanwhile,  at  the  nonunionized  Toyota  plant  in 
Georgetown,  Ky.  and  the  Nissan  plant  in  Smyrna,  Tenn.,  the 
absentee  rate  is  half  or  less  than  what  it  is  in  Detroit. 

Go  to  www.forbes.eom//opinions  to  read  Dunce  of  the 
Week.  Then  write  to  me  at  publisher@forbes.com  with  your 
dunce  suggestions.  It  will  be  a  big  sifting  job.  r 


Visit  Rich  Karlgaard's  home  page  at  www.life2where.com 
or  e-mail  him  at  publisher@forbes.com. 
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Good  Luck  Nailing  That 


T 


Ihe  family  that  nurtured 
Saddle  Brook,  N.J.  staple- 
gun  maker  Arrow  Fastener 
is  suing  KPMG,  law  firm  Sidley 
Austin  Brown  &  Wood  and  oth- 
ers who  promoted  a  flawed  $330 
million  tax  shelter — among  the 
largest  known — covering  gains 
from  the  firm's  1999  sale.  In  a 
New  Jersey  state  court  lawsuit, 
descendants  and  in-laws  of 
industry  pioneer  and  Arrow 
founder  Morris  Abrams 
(1908-81)  say  they  and  nine 
family  trusts  paid  $23  million  in  fees  and,  after  the  feds 
disallowed  the  shelter  as  abusive,  unspecified  tax  plus  "tens  of 
millions  of  dollars  in  interest."  No  comment  from  KPMG — fac- 
ing a  federal  criminal  probe  of  its  shelter  business — or  Sidley 
Austin.  Claiming  conflicts,  fiduciary  breaches  and  even  racke- 
teering, the  Abrams  clan  seeks  "the  monetary  equivalent  of  the 
promised  $330  million  in  tax  deductions."  — Janet  Novack 


Fortune-builder:  Arrow's  T50. 


Sure,  We're  Bragging 


In  the  Feb.  18,  2002  issue  FORBES  detailed  how  then-hot  Krispy 
Kreme  was  using  an  accounting  gimmick  involving  off-balance- 
sheet  leases  to  make  its  return  on  capital  look  better  than  it  was. 
After  a  10%  stock  fall  Chief  Operating  Officer  John  Tate  wrote  to 
complain  our  story  "flies  in  the  face  of  a  company  with  a  60-plus- 
year  relationship  with  the  public  founded  on  unbreachable  trust." 
But  last  month  a  Krispy  Kreme  committee  identified  an  execu- 
tive who  "appears  to  have  been  directly  involved  in  inappropriate 
efforts  to  increase  or  accelerate  the  recognition  of  revenue."  Who? 
The  aforementioned  John  Tate.  He  has  denied  wrongdoing.  Tate 
now  plies  his  trade  as  executive  vice  president  and  chief  operating 
officer  at  publicly  traded  Restoration  Hardware,  whose  stock  has 
risen  37%  in  a  vear.  — Elizabeth  MacDonald  and  Seth  Lubove 


Plus  You  Can  Drink  the  Portfolio 

Contrary  to  some  studies,  a  just-published  book  argues  addin 
fine  wine  to  traditional  investments  increases  returns  and  lower 
risk.  In  Wine  Investment  for  Portfolio  Diversification  Canadia] 
finance  professor  Mahesh  Kumar  says  an  after-the-fact  index  h 
made  of  the  prices  of  50  major  labels  for  2 1  years  through  200. 
returned  1 1.8%  yearly  compared  with  12.3%  for  the  Dow.  Bui 
he  writes,  the  return  on  wines  was  so  much  less  volatile  and  les 
likely  to  move  in  synch  with  stocks  that  their  inclusion  woul< 
have  benefited  a  portfolio.  In  his  judgment  wine  prices  aren' 
hurt  much  by  most  world  economic  crises. — William  P.  Barret 

Now  There's  a  Real  Morale  Booster 

More  angst  at  the  U.S.  Patent  &  Trademark  Office:  Official 
acknowledge  that  during  the  summer  employees  have  beer 
arrested  at  the  Alexandria,  Va.  headquarters  by  area  police  anc 
led  away  in  handcuffs  in  full  view  of  colleagues.  An  agenq 
memo  says  grounds  for  the  actions  include  outstanding  crimina 
warrants,  "defrauding  the  government"  and  "theft  from  USPTC 
employees."  The  office  has  been  plagued  by  extra  long  delays  ir 
processing  an  increasing  number  of  patent  applications.  The 
memo  cautioned  the  workers  "not  [to]  jump  to  any  conclusion; 
about  a  colleague  who  has  been  arrested."       — Tomas  Kellnei 


Have  Options?  Accentuate  the  Positive 

Despite  an  official  push  for  more  public-company  transparency, 
a  new  academic  study  says  executives  still  withhold  bad  news 
to  mitigate  stock  price  drops  and  rush  out  good  news  to  boost 
investor  confidence.  Analyzing  over  seven  years  of  public 
announcements,  Boston-area  professors  S.P.  Kothari,  Peter 
Wysocki  and  Susan  Shu  say  managerial  self-interest  continues 
to  prevail.  Why  delay  bad  news?  Officials  "gamble"  that  sub- 
sequent news  will  "turn  in  their  favor."  That  it  doesn't,  the  profs 
say,  explains  why  so  many  bad  news  announcements  aren't 
made  until  the  last  quarter  of  the  fiscal  year.  —Tatiana  Serafin 


Why  Would  They  Cut  You  In  If  It  Was  Such  a  Sure  Thing? 


Despite  warnings  on  this  page  and  from  regulators,  investors  still  get  hosed  by  alleged  fraudsters  pitching  murky  opportunities, 
usually  featuring  extremely  high  returns  with  extremely  low  risk.  Below,  several  recent  cases.  —W.P.B. 

DEFENDANT/LOCATION  AMOUNT      ALLEGED  PITCH  INCLUDES 


Dianna  Blairtorbett/Etowah,  Tenn.  $8  million 

James  R.  Harrold/lndianapolis,  Ind.  $4  million 

Russell  W.  Jones/Logan,  Utah  $2  million 

Philip  A.  Lehman/Englewood,  Ohio  $10  million 

Stanley  A.  Leitner/Flower  Mound,  Tex.  $14  million 

Larry  M.  Parrish/Frederick,  Md.  $8  million 

Philip  J.  Yoder/Goshen,  Ind.  $2  million 

Source:  Securities  &  Exchange  Commission. 


$50,000  will  become  $22  million  in  five  years,  backed  by  gold 

monthly  profits  of  20%  from  "prime  bank  debenture" 
200%  in  45  days  and  International  Monetary  Fund  backing 
up  to  200%  in  60  days  from  "reserved  funds"  deal 
120%  annual  return  with  safety  of  principal  from  arbitrage 
risk-free  1%  to  5%  per  month  from  "top  50"  banks'  debt 
100%  return  per  week  from  "medium-term  notes" 
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BEHEREFASTE 


Harriott 

REWARDS. 

BE  HERE  30%  FASTER 
THAN  WITH  OTHER 
HOTEL  PROGRAMS  * 
With  Marriott  Rewards®  you 
need  fewer  points  to  get  to  your 
dream  destination  than  with 
other  leading  hotel  programs. 
And  with  more  than  2,500 
hotels  participating,  we  offer 
more  resorts,  spas,  and  golf 
locations  than  any  other  hotel 
program.  What  more  could  you 
dream  of? 


Harriott 

HOTELS  &  RESORTS 


TW  MARRIOTT, 

HOTELS  &  RESORTS 

m 

RENAISSANCE, 

HOTELS  &  RESORTS 


ttarnott  ^ 

VACATION  CLUB. 

FN  T  t  «  M  A  T  I  O  N  A  L 

Sign  up  at  MarriottRewards.com 
or  call  1-800-367-6453. 


•  Based  on  seven  nighls  at  Starwood,  Hilton.  Intercontinental 
Ho,e?sC-oup  and  Hyatt  full-service  hotels  of  simila, ■qo.hly 
and £3  eained  on  dollars  spent  Assumes  standard  avvard 
offerings  for  baselevel  members  All  comparisons  .  I  «  of 
01/05  0  2005  Marriott  International.  Inc 


On  My  Mind 


Neal  B.  Freeman  is  chairman  of  the  foundation  management  institute 


Foundation  Follies 

Entrepreneurs  like  Ford,  Packard  and  Kellogg  would  be  aghast  if  they  knew  how  their 

money  was  being  spent. 


IT'S  MORNING  IN  AMERICA,  AND  MY  LUCK  SEEMS  TO  BE  HOLD- 
ing.  Stumbling  in  the  bathroom  I  dang  near  slash  my  jugular 
shaving,  but  the  Band-Aid  holds  things  together.  (Thanks,  Mr. 
Johnson.)  I  scarf  down  a  quick  bowl  of  corn  flakes.  (Thanks, 
Mr.  Kellogg.)  Happily,  the  car  starts  just  fine.  (Thanks,  Mr. 
Ford.)  Propelling  2  tons  of  heavy  metal  down  rain-slickened 
streets,  I'm  glad  to  be  heavily  insured.  (Thanks,  Mr. 
MacArthur.)  I'm  almost  out  of  gas,  but,  yes,  that's  a  Sunoco 
station  on  the  corner.  (Thanks,  Mr.  Pew.)  I  get  to  the  office  in 

time  to  retrieve  meeting  notes   

from  the  LaserJet.  (Thanks,  Mr. 
Packard.) 

It's  morning  in  America  for 
you  and  me  because  these  entre- 
preneurs stayed  up  nights 
smoothing  out  the  rough  edges 
of  our  economic  system.  For 
their  wondrous  works  these  men 
have  achieved  a  kind  of  immor- 
tality. In  fact,  two  kinds  of 
immortality. 

First,  of  course,  they  have  be- 
come brand  names.  The  other 
kind  of  immortality  was  contrived 
in  the  shadows  of  the  tax  code. 
Each  of  these  six  men — Robert 
Wood  Johnson,  Will  Keith  Kel- 
logg, Henry  Ford,  John  MacArthur, 
J.  Howard  Pew  and  David 
Packard — endowed  a  private 
foundation  and  then  pasted  his 
name  on  the  front.  These  were  big 
deals — each  now  ranks  among  the 
largest  foundations  in  the  world. 

Thus  began  the  undeclared  but  inevitable  struggle  over  the  en- 
trepreneur's legacy.  Would  history  remember  his  innovative  prod- 
ucts and  marketplace  success?  Or  would  it  remember  the  grants 
made  in  his  name  but  directed  by  nonprofit  executives  who 
shared  neither  his  experience  nor  his  values? 

Kellogg,  for  instance,  was  a  model  of  midwestern  common 
sense.  He  said  he  wanted  to  help  people  help  themselves.  And 
what  happened?  His  WK.  Kellogg  Foundation  (assets:  $7  billion) 
has  become  an  important  funder  of  the  nonprofit  management 
class,  giving  out  tens  of  millions  to  such  groups  as  the  Commit- 
tee to  Encourage  Corporate  Philanthropy,  the  National  Center 
on  Nonprofit  Enterprise  and  the  Women's  Funding  Network. 


Pew  foundation  executives  recently  converted 
the  Pew  Trusts  into  apublic  charity,  which 
translates  roughly  as  'liberal  think  tank.'" 


I  guess  you  could  say  the  managers  are  helping  themselves. 

Or  take  Packard  of  Hewlett-Packard.  He  devoted  his  life  to  the 
idea  that  technology  can  change  our  lives  for  the  better.  His  foun- 
dation (assets:  $5.3  billion)  is  now  a  key  funder  of  the  sustainable 
development  movement,  which  at  its  core  is  both  Luddite  and 
Malthusian.  The  foundation  has  ponied  up  millions  over  the 
years  to  groups  that  include  the  Center  for  Ecosystem  Survival, 
the  EarthAction  Network  and  the  UN  Population  Fund. 

Ford's  divorce  from  the  foundation  that  bears  his  family's 
name  was  messy  and  well  chron- 
icled. Henry  Ford  II  opined  that 
the  foundation  (assets:  $10.6  bil- 
lion) was  attacking  the  very  sys- 
tem that  had  created  his  grand- 
father's wealth.  As  for  Johnson, 
one  of  the  tragicomic  moments 
of  early- 1990s  Washington  was 
the  sight  of  J&J  corporate  types 
scurrying  around  Capitol  Hill 
trying  to  damage-control  Hillary 
Clinton's  health  care  scheme, 
which  had  been  nurtured  by  the 
Robert  Wood  Johnson  Founda- 
tion (assets:  $8.9  billion). 

And  then  there's  poor  old 
Mr.  Pew.  Politically,  J.  Howard 
Pew  made  Attila  the  Hun  look 
like  a  blue-state  kind  of  guy. 
Exploiting  lacunae  in  the  tax 
code,  Pew  foundation  executives 
have  recently  converted  the  Pew 
Trusts  (assets:  $4.5  billion)  into 
a  public  charity,  which  translates 
roughly  as  "liberal  think  tank." 
Finally  there's  John  D.  MacArthur.  A  grade  school  dropout 
who  was  a  paragon  of  hard  work  and  self-denial,  he  called  his 
company  Bankers  Life  &  Casualty,  so  he  has  no  corporate  logo 
to  memorialize  his  name.  But  his  foundation,  with  assets  of 
$5  billion,  came  up  with  the  MacArthur  "genius  grants"  for, 
among  others,  a  poet  who  creates  literary  maps  of  Rhode  Island 
and  Arkansas,  and  a  sculptor  who  works  in  candy,  nails  and 
plastic  plants. 

So  will  these  entrepreneurs  be  known  for  what  they  did  or 
for  what  the  self-perpetuating  managers  are  now  doing?  I'd 
bet  on  the  guys  who  spend  the  money  over  the  guys  who  made 
the  money.  F 
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SEPTEMBER  6,  2004 


E-Ganging  Up 


The  2004  E-Gang. 
Rajiv  Laroia, 
Cathy  Martinc, 
Robert  Poor, 
Blake  Krikorian, 
Patrick  Whitney, 
Michael  Cassidy. 


Last  year's  FORBES  E-Gang  (see  p.  104  for  this  year's  group) 
featured  six  pioneers  who  use  the  Internet  in  creative  ways, 
such  as  with  wireless  networks  that  turn  on  the  lights  or 
gizmos  that  can  transform  your  laptop  into  a  television.  Here's 
how  they've  fared.  —Elizabeth  Corcoran 

Broadband  Wireless 

Rajiv  Laroia  just  signed  a  very  big  deal.  In  August  Qualcomm 
announced  it  would  buy  Flarion,  the  Bedminster,  N.J.  company 
Laroia  started  five  years  ago,  for  $600  million.  Flarion's  products 
use  a  superfast  transmission  technique  for  wireless  broadband 
based  on  orthogonal  frequency  division  multiplexing,  which 
splits  wireless  signals  into  different  frequencies  and  pushes  data 
through  relatively  narrow  windows  of  licensed  spectrum  with- 
out hiccups.  Laroia,  42,  a  former  Bell  Labs  inventor,  pioneered 
the  technology.  Qualcomm,  the  mobile  phone  technology  giant 
in  San  Diego,  was  keen  on  both  Flarion's  technology  and  its  100- 
plus  patents. 

Voice  Over  Internet 

AT&T's  Cathy  Martine  was  hit  with  a  year  full  of  surprises.  Head 
of  the  company's  Voice  over  Internet  Protocol  division,  Call- 
Vantage,  she  had  hoped  to  expand  the  service  to  1  million  sub- 
scribers by  the  end  of  2005.  Those  plans  were  scotched  last  year 
when  AT&T  decided  to  stop  marketing  its  phone  services  to  con- 


sumers following  a  court  ruling  thai 
prevented  the  long-distance  telecom 
company  from  bundling  local  and 
long-distance  services.  Though 
reviewers  have  praised  CallVantage's 
technology,  it's  running  far  behind 
Vonage  at  building  its  customer  base. 

In  February  SBC  Communications 
said  it  would  buy  AT&T,  and  Martine, 
47,  got  the  job  of  integrating  AT&T's 
business  and  consumer  networks  and 
labs  into  its  new  parent  company.  She 
continues  to  run  CallVantage,  which  is 
now  offering  its  services  internation- 
ally to  U.S.  corporate  customers. 

Switched  On 

Restless  and  missing  the  thrill  of  the 
startup,  in  April  Robert  Poor  left! 
Ember,  the  Boston  company  he 
cofounded  in  2001.  Ember  develops 
technology  that  makes  it  possible  for 
mundane  devices  like  light  switches 
and  thermostats  to  communicate. 
Poor  is  leaving  a  healthy  enterprise. 
The  company  won  50  new  customers 
in  the  past  year,  including  South 
Korean  telecom  giant  SK  Telecom. 
Poor,  51,  now  says  he's  interested  in  turning  passive  identifi- 
cation tags  into  active  broadcasters  of  detailed  information.  For 
instance,  like  bar  codes,  passive  radio-frequency  tags  pass  on 
information  to  electronic  readout  machines  only  when  they 
physically  pass  them.  Poor  is  exploring  tags  that  "know"  when  to 
update  a  computer  system  about  their  status. 

Online  Gaming 

Michael  Cassidy's  videogaming  Web  site,  Xfire,  was  only  eight 
months  old  last  year  but  was  growing  like  gangbusters.  A  mil- 
lion gamers  in  100  countries  had  downloaded  Xfire's  software, 
which  makes  it  possible  for  players  to  locate  each  other  online,  at 
any  hour.  Since  then  another  1.5  million  people  have  registered 
with  the  Menlo  Park,  Calif,  site.  Users  are  spending  a  lot  of  time 
there— averaging  2.5  hours  per  visit  and  70  hours  a  month. 

Cassidy,  42,  counts  Fox  and  Universal  Studios  among  new 
advertisers  at  the  site.  The  company  employs  25  people,  up  from 
20  last  year.  He  expects  profitability  this  year  and  double  or 
triple  the  number  of  users  by  next  year.  Cassidy  hopes  to  launch 
a  Chinese-language  version  later  this  year. 

Mobile  TV 

Blake  Krikorian  sold  10,000  of  his  SlingBox  Personal  Broad- 
caster devices  in  a  matter  of  weeks  when  they  were  first  offered 
at  electronics  stores  this  July.  The  $249  gadget,  which  is  a  bit 
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Solutions  for  the  adaptive  enterprise. 


can  help  you  by  downloading 


ee  how  HP  Services  and  HP  Compliance  Solutions  can  help  you  by  downloading 

)Cs  Identity  Management:  A  Growing  Player  in  the  Regulatory  Compliance  Challenge  at  hp.com/inro/openv,ew 


2005  Hewlett-Packard  Developrrtent 


Follow-Through 


DIVERSIFY  YOUR  PORTFOLIO 
WITH  100  OF  NASDAQ'S  LARGEST 
NONFINANCIAL  COMPANIES  > 

Microsoft  •  QUALCOMM  •  eBay  •  Intel  •  Cisco 
Systems  •  Nextel  Communications  •  Dell  •  Amgen 

•  Apple  Computer  •  Starbucks  •  Oracle  •  Comcast 

•  Yahoo!  •  Biogen  Idee  »  Maxim  Integrated 
Products  •  Symantec  ■  lAC/lnterActiveCorp  • 
Electronic  Arts  •  Genzyme  •  Research  in  Motion 

•  Bed  Bath  &  Beyond  •  Linear  Technology  • 
Biomet  •  PACCAR  •  Apollo  Group  •  Gilead 
Sciences  •  Applied  Materials  •  Adobe  Systems  • 
PeopleSoft  •  Teva  ■Pharmaceutical  Industries 

•  Xilinx  '  Network  Appliance  •  Celgene  • 
Paychex  •  Costco  Wholesale  •  Staples  • 
KLA-Tencor  S  Sirius  Satellite  Radio  •  Amazon.com 

•  Altera  •  Intuit  •  Fiserv  •  Juniper  Networks  • 
Sears  Holdings  •  Cintas  •  Marvell  Technology 
Group  •  Autodesk  •  Flextronics  International 

•  XM  Satellite  Radio  Holdings  •  Liberty  Media 
International  •  Chiron  •  VeriSign  •  Broadcom  • 
Sun  Microsystems  •  Wynn  Resorts  •  EchoStar 
Communications  •  Medlmmune  •  MCI  • 
NTL  •  Check  Point  Software  Technologies 

•  Siebel  Systems  •  Garmin  •  Whole  Foods 
Market  •  CDW  •  LM  Ericsson  Telephone  • 
Expeditors  International  of  Washington 

•  Patterson  Companies  •  Citrix  Systems  • 
Express  Scripts  •  PETsMART  •  JDS  Uniphase 

•  Comverse  Technology  •  Pixar  •  ATI 
Technologies  •  Smurfit-Stone  Container 

•  C.H.  Robinson  Worldwide  •  Fastenal  • 
Sanmina-SCI  •  Microchip  Technology  • 
DENTSPLY  •'  Lincare  Holdings  •  Sigma-Aldrich 

•  Lam  Research  •  Ross  Stores  •  Mercury 
Interactive  •  American  Power  Conversion  • 
Novellus  Systems  •  Millennium  Pharmaceuticals 

•  Career  Education  •  Lamar  Advertising  • 
SanDjsk  •  QLogic  •  BEA  Systems  •  Invitrogen 

•  Dollar  Tree  Stores  •  Molex  •  Synopsys  • 
Intersil  •  Level  3  Communications  •  Tellabs 

QQQ  NASDAQ  -  IOO 

S   YMBOL;  QQQQ 


An  investor  should  consider  investment 
objectives,  risks,  charges  and  expenses 
carefully  before  investing.  To  obtain  a 
prospectus,  which  contains  this  and  other 
information  about  QQQ,  a  unit  investment 
trust,  please  call  888.627.3837.  Read  the 
prospectus  carefully  before  investing. 
ALPS  Distributors,  Inc.,  a  registered 
broker-dealer,  is  distributor  for  QQQ. 


bigger  than  a  brick,  can  redirect  video — 
such  as  a  cable  or  broadcast  feed — from 
your  home  to  a  screen,  as  long  as  the 
screen  has  an  Internet  connection.  The 
SlingBox  repackages  a  video  signal  and 
redirects  it  to  another  location  over  the 
Internet.  • 

Krikorian,  38,  says  he  was  surprised  to 
discover  that  many  consumers  are  using 
the  devices  to  create  instant  TVs  through- 
out their  homes.  Krikorian  had  expected 
customers  to  use  the  device  outside  their 
homes,  transforming  their  laptops  into 
TVs  while  they  were  on  the  road. 

Sling  raised  $15.5  million  in  venture 
funding  last  year  from  investors  including 
DCM-Doll  Capital  Management,  Mobius 


Venture  Capital  and  others.  Krikoriar 
aims  to  get  SlingBoxes  into  10,000  stores 
in  time  for  the  holidays. 

Thoughtful  Gadgets 

Patrick  Whitney,  director  of  the  Institute 
of  Design  in  Chicago,  is  going  global  with 
his  message  about  the  importance  of 
design.  In  December  Whitney,  54,  who 
runs  the  largest  full-time  graduate  school 
of  design  in  the  U.S.,  will  host  a  sympo- 
sium in  Beijing  to  bring  together  design- 
ers, lawyers  and  business  executives  to 
talk  about  innovation.  Speakers  will 
include  the  chief  of  Ideo,  a  design  house, 
and  the  executive  director  of  Lenovo's 
innovation  design  center.  F 
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85  YEARS  AGO  IN  FORBES/ JULY  10,  (920 

Labor  Union  Hotheads  Violent  fires  burn  themselves  out 

quickly.  The  fires  of  radicalism  have  been  raging  furiously  in  labor  leadership  circles 
for  some  time,  and  it  would  perhaps  be  best  for  the  nation  if  the  hotheads  obtained 
full  swing  for  a  while.  There  is  every  indication  that  the  majority  of  native-born  Amer- 
ican workmen  are  about  tired  of  the  revolutionary  mouthings  and  tactics  of  some  of 
their  more  reckless  professional  leaders,  and  that  if  the  latter  were  to  be  given  enough 
rope  they  would  soon  hang  themselves.  The  business  trend  suggests  that  before 
many  moons  pass  there  will  be  a  greater  demand  for  employers  and  less  demand  for 
professional  agitators. 

25  YEARS  AGO  IN  FORBES/AUGUST  18,  1980 

Gambling  on  Reinsurance  Reinsurance  is  a  complex 

tangle  of  international  gentlemen's  agreements  and  absence  of  regulation  and  a 
seductively  large  cash  flow  that  is  too  easily  mistaken  for  profit.  It  is  a  game  of  feel  and 
judgment,  and  the  field  is  already  littered  with  the  bodies  of  the  foolhardy.  Lured  by 
the  vision  of  easy  cash,  a  lot  of  new  players  have  moved  into  the  reinsurance  game 
over  the  last  few  years.  They  come  from  all  over  the  map,  and  they  gather  at  the  big 
markets— New  York,  London,  Bermuda— lugging  their  baskets  full  of  capital  and  pric- 
ing close  to  the  edge,  if  not  over  it.  With  so  many  new  players  eager  to  snap  up  busi- 
ness, the  once-orderly  market  is  now  in  a  state  of  uncertainty.  As  one  broker  puts  it: 
"One  stiff  breeze  and  it's  all  over." 

20  YEARS  AGO  IN  FORBES  JULY  I,  1985 


Reebok  Madness 


HI  ICOo  So  reads  the  sign  in  the  window  of  a  shoe  store 
on  Manhattan's  Upper  East  Side— and  not  without  reason. 
First  there  was  U.S.  Rubber  and  its  Keds  sneakers.  Then 
came  Nike.  Now,  in  case  you  blinked,  the  hottest  athletic 
footwear  for  those  on  the  fast  track  bears  the  name  Reebok, 
a  soft,  lightweight  shoe  worn  for  aerobics  and  racket  sports. 
Yet  how  long  that  sign  will  remain  in  the  window,  and  the 
shoes  will  remain  hot,  is  another  matter  entirely. 

Adidas  is  acquiring  Reebok  for  $3.8  billion. 
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PETsMART 


] 


When  you  invest  in  QQQ;  you're  buying  100  of  NASDAQ's  largest  nonfinancial 
companies,*  all  in  one  share.  QQQ  gives  investors  both  diversity  and  liquidity. 
And  while  QQQ  is  subject  to  risks  similar  to  stocks,  including  those  regarding 
short  selling  and  margin  account  maintenance,  it  is  both  tax-efficient  and 
low-cost,  though  ordinary  brokerage  commissions  apply.  No  wonder  QQQ  is 
the  most  actively  traded  ETF  in  the  world.  To  learn  more,  call  888.627.3837  or 
visit  www.nasdaq.com/qqq.  ^J^J^J'I  N^^SDACJ~IOO 

^"■^■^B  I  SYMBOL:  QQ.QQ 


'QQQ  tracks  the  NASDAQ-100  Index:  The  NASDAQ -100  Index  is  comprised  of  100  of  NASDAQ's  largest  honfinancial  companies  based  on  the.r  market  captation, 

An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing.  To  obtain 
a  prospectus,  which  contains  this  and  other  information  about  QQQ,  a  unit  investment  trust,  please  call  888.627.3837.  Read  the 
prospectus  carefully  before  investing. 


NASDAQ,  NASDAQ  -100  Index.  NASDAQ-100  Index  Tucking  Stock, and  QQQ  are  reg 


stered  trademarks  of  The  Nasdaq  Stock  Market,  Inc.  and  have  been  licensed  for  use  by 


NASDAQ  Global  Fund.  ,nc  .  QQQ's  sponsor  NASDAQ  makes  ho  representation  regarding  the  advisability  of  investing  in  QQQ  and  makes  no  warranty  and  bears  no  liability 
with  respect  to  QQQ,  the  NASDAQ-100  Index,  its  use  or  any  data  included  therein.  , 


ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  QQQ. 


©2005  The  Nasdaq  Stock  Market,  Inc.  All  Rights  Reserved. 
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Tough 

Repair  Job 

Bill  Ford  finds  that  fixing  Ford  is  harder  than  he  thought. 
By  Joann  Muller 


4Q  '01 
$419  mill 


Rocky  Road 

Bill  Ford  Jr.  stepped  into  a  mess  when 
he  took  over  as  chief  of  Ford  Motor  in 
2001.  He  managed  to  stabilize  profits, 
but  after  a  strong  start  in  2004,  North 
American  auto  earnings  have  been 
sinking.  Market  share  is  falling,  too,  as 
high  gas  prices  have  hammered  sales  of 
high-margin  SUVs  like  the  Expedition. 
Investors  have  been  pummeled.  Ford 
stock  is  down  30%  since  he  took  over. 


U.S.  Market  Share 


Slock  prices:  11/1/01=100 
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ma  N   THE   SPRING   OF   2003,  AFTER 

I  William  Clay  Ford  Jr.  had  pulled 
H  Ford  Motor  from  the  brink  of  dis- 

I  aster,  he  approached  a  highly 
H  respected  rival,  Chrysler  Group  boss 
Dieter  Zetsche.  His  offer:  Come  take  the 
reins  at  Ford. 

Zetsche  rebuffed  the  overture,  prefer- 
ring to  stay  at  Germany's  Daimler- 
Chrysler,  where  he  has  recently 
been  promoted  to  succeed  Jtirgen 
Schrempp  as  chief  executive. 
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This  offer,  hitherto  unreported,  was 
surprising  coming  from  the  man  whose 
family  controls  40%  of  the  voting  stock  of 
Ford  Motor  and  who  had  been  chief  exec- 
utive only  since  October  2001.  Bill  Ford's 
willingness  to  seek  help  starkly  shows  the 
magnitude  of  the  challenge  facing  Ford. 
Zetsche  rescued  Chrysler,  and  Carlos 
Ghosn  rescued  Nissan.  But  repairing  Ford 
(or  General  Motors)  is  going  to  be  very 
hard  because  of  the  huge  legacy  costs  of 
unionized  retirees.  Toyota  has  fewer  than 


100  manufacturing  retirees  in  North 
America;  Ford  has  closer  to  100,000. 

Ford  is  profitable  overall,  with  pretax 
earnings,  before  special  items,  of  $2.7  bil- 
lion so  far  this  year.  The  profits  are  coming 
from  its  financial  services  sector.  Ford's 
automotive  operations  in  North  America 
are  hemorrhaging,  amid  a  vicious  price 
war,  high  plant  and  labor  costs  and  plum- 
meting market  share.  In  the  second  quar- 
ter Ford  lost  $907  million  on  North  Amer- 
ican  automaking.   General  Motors' 


corresponding  loss  was  $1.2  billion. 

Earlier  this  year  Bill  Ford  abandoned 
his  goal  of  generating  $7  billion  in  pretax 
income  by  2006,  and  in  July  the  company 
stopped  providing  quarterly  earnings 
guidance  to  investors.  Ford  stock  is  down 
37%  since  the  start  of  2004.  In  May  its 
bonds  earned  a  junk  rating  from  Stan- 
dard &  Poor's. 

The  company  needs  to  take  some  dras- 
tic steps  to  make  its  car  factories  profitable. 
Bill  Ford  is  preparing  to  announce  another 
round  of  restructuring  moves  this  fall.  These 
could  include  several  plant  closings  and  job 
cuts  in  the  10,000  range.  (Current  North 


American  employment:  123,000.) 

From  the  beginning  Ford,  now  48, 
had  to  shake  doubts  that  he  was  too  inex- 
perienced— even  "too  nice" — to  make 
the  tough  decisions  that  would  make 
Ford  competitive  with  Japanese  rivals. 
"There's  a  softness  at  the  top,  brought 
about  by  this  feeling  of  tradition,  and  the 
feeling  of  camaraderie,  that  'We're  all  a 
family,'"  says  Gerald  C.  Meyers,  former 
chief  executive  of  American  Motors,  who 
is  now  a  management  professor  at  the 
University  of  Michigan. 

Bill  Ford  indeed  embraces  the  family 
idea.  "Part  of  my  challenge  as  the  leader 


of  this  company  is  to  consider  difficult 
actions  that  are  necessary  to  ensure  that 
our  family  has  a  strong  and  vibrant  \ 
future,"  he  wrote  in  an  Aug.  8  2Q 
e-mail  to  employees.  1  ~$907 

Ford  took  over  as  chairman  in  1999  and 
was  hailed  as  a  hero  for  booting  former 
chief  executive  Jacques  Nasser  in  2001.  He 
inherited  a  mess.  Nasser  had  diversified  into 
Internet  commerce,  auto  repair  shops — 
even  a  junkyard.  Ford  racked  up  combined 
losses  of  $6  billion  in  2001  and  2002. 

Bill  Ford  adopted  a  back-to-basics 
strategy  that  included  cutting  21,000  jobs 
and  idling  a  handful  of  factories,  though 
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he  later  cut  a  deal  with  union  leaders  to 
give  two  plants  a  reprieve.  But  Ford  con- 
tinued to  slide  backward.  Since  1999  Ford 
has  lost  seven  points  of  market  share, 
falling  from  24%  to  17%.  Some  of  that 
was  intentional:  For  a  while  it  walked 
away  from  moneylosing  fleet  sales,  and  it 
killed  low-margin  vehicles  like  the  Ford 
Escort  and  Lincoln 
Continental.  But  some 
of  the  loss  was  not. 
Steel  and  oil  prices 
have  skyrocketed, 
making  those  5,000- 
pound  sport  utilities 
that  used  to  coin 
money  for  Ford  more 
costly  to  make  and 
more  cosdy  to  operate. 
Sales  of  the  Expedition 
are  off  17%  so  far  this 
year  compared  with 
last  year.  Ford  is  mak- 
ing much  of  its  new 
gas-electric  hybrids,  but  Toyota  is  well 
ahead,  with  64,000  hybrid  sales  in  the  first 
half  of  this  year  versus  7,600  for  Ford. 

Confronting  some  of  the  same  cost 
issues,  Zetsche  slashed  27,000  jobs  at 
Chrysler  and  showed  longtime  managers 
the  door.  He  also  made  long-term  deals 
with  the  best-perform- 
ing suppliers  and  man- 
aged to  double  the 
number  of  models  in 
Chrysler's  pipeline 
while  cutting  the  prod- 
uct development  bud- 
get by  40%.  At  Nissan, 
Ghosn  came  in  with  a 
reputation  as  "Le  Cost 
Killer."  He  took  on  the 
Japanese  unions, 
closed  factories  and 
broke  up  the  com- 
pany's cozy  keiretsu 
network  of  suppliers. 

Zetsche  and  Ghosn  pushed  for  eye- 
popping  vehicle  designs.  Nissan  unveiled 
stylish  cars  like  the  InfLniti  G35  and  Nis- 
san Murano,  while  Chrysler  wowed  con- 
sumers with  the  Chrysler  300  and  Dodge 
Charger.  "Chrysler  went  for  the  outra- 
geous— and  it  worked,"  says  Ronald  Har- 
bour, president  of  Harbour  Consulting,  a 


When  Carlos  Ghosn  took  over  Nissan,  he 
confronted  unions  and  closed  factories 
—while  pumping  out  stylish  cars. 


At  Chrysler,  Dieter  Zetsche  slashed 
jobs,  doubled  the  number  of  models 
and  produced  "outrageous"  vehicles. 


manufacturing  consulting  firm. 

Bill  Ford,  by  contrast,  has  seemed  to 
take  a  more  conservative  approach.  In  ear- 
lier interviews  (he  sat  out  this  story)  he 
said  that  the  company  doesn't  need  every 
product  to  be  a  home  run,  that  singles  and 
doubles  would  work. 

The  result  was  vehicles  such  as  the 
Ford  Five  Hundred — a 
high-quality  but  ho- 
hum-looking  sedan  that 
was  supposed  to  be  the 
brand's  new  flagship. 
Contrast  that  with  the 
original  1986  Ford  Tau- 
rus, with  its  radical  jelly- 
bean shape.  It  was 
conceived  during  Ford's 
last  financial  crisis,  in 
the  early  1980s,  and 
helped  save  the  com- 
pany. Dealers  say  the 
Five  Hundred  got  off  to 
a  slow  start,  but  the 
company  says  it  is  on  track  to  meet  sales 
expectations  of  100,000  units  this  year. 
Other  new  models,  such  as  the  Freestyle, 
Mercury  Montego — and  even  the  hot-sell- 
ing Ford  Mustang — haven't  been  enough 
to  revive  Ford  sales. 

What  should  Bill  Ford  be  doing?  "If 
you  have  to  fault  Bill 
Ford  for  something, 
it's  for  not  reacting 
sooner"  when  condi- 
tions began  to  worsen, 
says  veteran  auto  ana- 
lyst Maryann  Keller, 
who  nonetheless  feels 
Bill  Ford  has  done  a 
decent  job  in  a  tough 
situation.  "This  is  the 
way  Toyota  runs  its 
company.  Instead  of 
periodic  layoffs,  it 
always  has  a  new  five- 
year  plan." 
In  April  Ford  told  analysts  that  his 
revitalization  plan  was  working  but  just 
needed  to  be  accelerated.  To  get  back  on 
track,  he  vowed  to  strengthen  the  com- 
pany's balance  sheet,  invest  in  fast-grow- 
ing global  markets  and  get  more  new 
products  out  the  door  in  less  time. 

Since  then  he's  announced  plans  for  a 


potential  spinoff  of  part  of  Ford's  Hertz 
rental-car  subsidiary,  and  in  May  Ford 
agreed  to  buy  back  24  plants  from  Vis- 
teon,  its  troubled  former  parts  operation, 
to  ensure  the  delivery  of  critical  compo- 
nents. Though  Ford  says  the  Visteon 
bailout  will  eventually  save  the  company 
$600  million  to  $700  million  annually,  it 
saddles  Ford  with  the  task  of  finding  buy- 
ers for  the  moneylosing  operations. 

So  far  Bill  Ford  has  cut  2,700  white- 
collar  jobs  and  eliminated  401  (k)  match- 
ing funds  in  the  U.S.  as  well  as  bonuses 
for  high-level  managers  worldwide.  The 
company  may  also  shutter  as  many  as 
four  factories,  employing  thousands  of 
workers,  though  perhaps  not  until  2007, 
when  Ford's  labor  contract  with  the 
United  Auto  Workers  is  renegotiated. 
"Nothing  is  off  the  table,"  says  Chief 
Financial  Officer  Don  R.  Leclair. 

Analysts  are  urging  Ford  to  dump  its 
slow-selling  Lincoln  and  Mercury  brands 
in  favor  of  beefing  up  the  lineup  at  the 
Jaguar,  Land  Rover  and  Volvo  brands, 
which  have  more  global  appeal.  But  that 
would  be  an  expensive  decision.  Killing 
Oldsmobile  cost  GM  $939  million,  and 
that  doesn't  include  any  potential  settle- 
ments from  dealer  lawsuits.  In  August 
Ford  took  a  halfway  step  by  combining 
the  sales  and  marketing  organizations  for 
its  Ford  and  Lincoln  Mercury  divisions. 

Ford  seems  to  be  waking  up  to  the 
need  for  jazzier-looking  cars.  Its  Ford 
Fusion,  which  goes  on  sale  this  fall,  is  an 
athletic-looking  sedan.  Last  year  Ford 
brought  Peter  Horbury,  who  had  earlier 
reinvigorated  Volvo's  look,  to  the  U.S.  to 
spiff  up  Ford,  Lincoln  and  Mercury 
designs.  The  company  also  recently  hired 
several  high-profile  designers — includ- 
ing Freeman  Thomas,  creator  of  the  con- 
cept that  led  to  Chrysler's  runaway  hit, 
the  300. 

In  June  Bill  Ford  summoned  20  com- 
pany executives  to  Ford  Field,  the  gleam- 
ing new  home  of  his  family's  Detroit 
Lions  football  team.  In  the  home  team's 
locker  room  he  challenged  the  executives 
to  put  themselves  in  the  shoes  of 
investors.  Where  should  Ford  place  its 
bets?  What  businesses  should  it  dump? 
The  game  isn't  over,  but  Ford  has  been 
pushed  back  to  its  own  20-yard  line.  F 
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Putting  patients 
first  means  getting 
medicines  to  people 
who  need  them,  not 
just  those  who  can 
afford  them. 


The  Merck  Prescription 
Discount  Program. 

If  you  don't  have  prescription  drug 
insurance,  this  program  can  offer 
you  discounts  on  Merck  medicines 
of  15%  to  40%  regardless  of  your 
age  or  income.  It's  free  to  join  and 
there  are  no  membership  costs  or 
hidden  fees.  Call  1-800-50-MERCK 
to  find  out  which  Merck  drugs  are 
included  and  to  enroll  in  the  program. 


The  Merck  Patient 
Assistance  Program. 

If  you  don't  have  health  insurance 
or  a  prescription  drug  plan  and  also 
can't  afford  the  Merck  medicines 
you  need,  you  may  be  eligible.  For 
nearly  50  years,  this  Merck  program 
has  provided  our  drugs  free  to 
millions  of  Americans.  For  more 
information,  call  1-800-727-5400 
or  visit  merck.com. 


International  HIV/AIDS 
Partnerships. 

Merck  is  committed  to  making  a 
difference  in  over  65  developing 
countries  suffering  from  HIV/AIDS. 
In  Botswana,  Merck  not  only  pro- 
vides free  medicines,  but  is  also 
helping  to  get  them  into  the  hands 
of  the  people  who  need  them. 
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THE  MORGAN  JINX 

Morgan  Stanley  board  members  didn't  exactly  distinguish 
themselves  during  Philip  Purcell's  futile  fight  to  keep  his 
chief  executive  job.  In  the  end  they  threw  $100  million  in 
severance  packages  at  Purcell  and  former  co-president 
Stephen  Crawford,  prompting  a  lawsuit. 

But  if  you're  relieved  you  didn't  own  Morgan  Stanley's 
stock— it  fell  5%  over  the  past  six  months  while  rivals' 
shares  rose  an  average  of  3%— be  warned.  Of  the  II 
members  of  Morgan's  board,  8  sit  on  other  company 
boards.  All  of  those  14  companies  received  corporate 
governance  grades  of  C  or  lower  from  the  Corporate 
Library,  a  corporate  governance  research  firm.  Of  the  7 
companies  with  the  lowest  scores  (Ds  and  Fs),  3— Allstate, 
McDonald's  and  Time  Warner— have  outperformed  the  S&P 
500  during  the  past  year  (see  table).  The  companies  on 
our  table  insist  that  the  directors'  highly  criticized 
performance  at  Morgan  Stanley  is  irrelevant.—  Maya  Roney 


Edward  A.  Brcnnan 

Company            One-Year  Price  Change 

Allstate  29% 
McDonald's  30 
3M  -7 

Board  Score 
D 
D 
F 

IT  JM 

Laura  D'Andrea  Tyson 

f.  1§ 

Company            One-Year  Price  Change 

Eastman  Kodak  -5% 

Board  Score 
D 

SBC  Communications  -2 

D 

John  E.  Jacob 

Company 

Anheuser-Busch 

One-Year  Price  Change 

-15% 

Board  Score 
D 

Charles  F.  Knight 

Company 

One-Year  Price  Change 

Board  Score 

M 

Anheuser-Busch 

-15% 

D 

SBC  Communications 

-2 

D 

i 


Michael  A.  Miles 

Company 

Time  Warner 


One-Year  Price  Change 

18% 


Beard  Score 
F 


Sources:  Jackie  Cook,  Corporate  Library: 
FT  Interactive  Data  via  FactSet  Research  Systems. 


PORTFOLIO  PEDDLERS 

Come  and  Get  It 

Ohio's  experiment  in  diversifying  its  ranks  of 
money  managers  isn't  helping  the  cause. 
By  Bernard  Condon 

■  N  1997  OHIO'S  WORKERS'  COMPENSATION  FUND  EMBARKED 
Bupon  a  diversification  goal:  Dish  out  10%  of  the  assets  to  port- 
I  folio  management  firms  that  didn't  get  this  lucrative  work  be- 
fore but  deserved  a  shot.  Either  they  were  too  small  to  be  noticed 
in  the  usual  money  management  bake-offs,  or  they  were  run  by 
women  or  members  of  racial  minorities. 

A  seemingly  worthy  effort.  Alas,  this  diversity  strategy,  com- 


bined with  old-fashioned  pay-to-play  politics,  has  enveloped  the 
state  in  scandal. 

One  of  the  small  firms,  specializing  in  rare  coins,  had  $50  mil 
lion  to  manage.  This  year  $13  million  of  the  coins  went  missing. 
The  manager  turns  out  to  be  a  big  donor  to  state  Republicans.  The 
governor's  former  top  aide  was  convicted  of  ethics  violations  in- 
volving the  manager.  Another  money  manager  who  contributed 
to  political  campaigns,  MDL  Capital  of  Pittsburgh,  lost  $215  mil- 
lion in  a  little  over  a  year  on  a  risky  bond  bet.  Six  other  firms 
with  mediocre  returns  were  fired  in  the  last  few  weeks. 

The  problems  extend  beyond  the  diversity  program.  In  the  pe- 
riod from  June  1997  to  June  1998,  the  Bureau  of  Workers'  Com- 
pensation went  on  a  hiring  binge  that  increased  the  ranks  of  its 
money  managers  to  65  from  7.  The  players'  roster  now  has  144 
firms,  including  52  "emerging"  ones  and  ones  run  by  women  or 
members  of  racial  minorities.  Fund  assets  stand  at  $14  bil- 
lion. Calpers,  the  California  pension  fund  1 3  times  that 
size,  has  just  100  money  managers. 

Monitoring  all  these  firms  is  a  nightmare.  Public  fund 
investigator  Edward  Siedle,  a  former  Securities  &  Exchange 
Commission  attorney,  says  Ohio's  troubles  are  a  foretaste 
of  what  is  to  come  now  that  emerging  and  minority  pro- 
grams are  booming.  San  Antonio's  Fire  &  Police  Pension 
Fund,  Connecticut's  pension  fund  and  New  York  City's 
retirement  fund  have  put  tens  of  millions  of  dollars  of  new 
money  into  these  programs  in  the  past  two  years.  Siedle 
says  many  are  doomed  to  underperform  because  their 
managers  are  inexperienced  and/or  handicapped  by  the 
size  of  their  portfolios.  With  small  customer  bases  over 
which  to  spread  their  fixed  costs,  they  tend  to  charge  higher 
fees  per  dollar  invested. 
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Consider  the  case  of  MDL,  the  Pitts- 
burgh bond  gambler.  It  was  hired  by  the 
bureau  in  1998  as  a  minority  manager. 
MDL  also  used  Jesse  Jackson's  Rainbow/ 
Push  Coalition  to  help  win  jobs  invest- 
ing for  Raytheon  and  Boeing.  But,  its 
performance  lagging,  in  2003  it  was 
fired  from  those  two  companies  as  well 
as  from  a  few  public  funds  like  the 
Philadelphia  Gas  Works  and  the  Illinois 
Teachers'  Retirement  System.  It  was  in 
trouble  in  Ohio,  too.  That  same  year  a 
consulting  firm  had  recommended 
putting  MDL  on  probation  for  poor  per- 
formance— but  to  no  avail. 

MDL  not  only  had  donated  money 
to  the  campaigns  of  Ohio  politicians 
but  also  had  on  its  payroll  the 
daughter  of  George  Forbes,  who 
until  recendy  was  one  of  a  five-per- 
son committee  overseeing  the 
choice  of  money  managers  and  had 
suggested  starting  the  emerging  and 
minority  program  years  earlier.  MDL 
and  many  other  bureau  hires  also  gave 
to  the  Cleveland  chapter  of  the  NAACP, 
which  was  run  by  Forbes.  He  declined  to 
comment  for  this  article. 

In  August  2003  Ohio  began  to  shift 
what  would  eventually  total  $225  mil- 
lion into  a  new  MDL  hedge  fund  short- 
ing Treasurys,  on  a  hunch  they  would 
fall.  At  one  point  MDL  was  leveraged  up 
19-to- 1  on  this  bet.  But  Treasurys  didn't 
fall.  They  rose — and  wiped  out  nearly 
all  of  the  investment.  Ohio's  Attorney 
General  is  suing. 

MDL's  lawyer  says  political  dona- 
tions had  "nothing  to  do"  with  the  bu- 
reau's decision  to  hire  MDL,  that  its 
owner's  "ability"  and  "drive"  would 
make  him  a  success  without  regard  to 
race,  and  the  suit  is  without  merit. 

In  Ohio  two  reports  released  before 
the  recent  scandals  assert  that  emerging 
and  minority  managers  outperformed 
the  total  fund,  which  has  averaged  4.8% 
annually  over  five  years.  But  asked  for 
returns  net  of  fees,  the  bureau  said,  in- 
credibly, it  doesn't  calculate  them.  And 
even  the  gross  returns  are  suspect. 
Ohio's  new  consultant,  Ennis  Knupp  & 
Associates,  says  diey  were  never  scruti- 
nized sufficiendy  and  must  be  recalcu- 
lated— going  back  ten  years.  F 
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LAWSUITS 


Chips  and  Guacamole 

If  you  believe  AMD's  colorful  allegations,  Intel  has  done  a  great 
job  of  gagging  the  computer  industry  By  David  Whelan 


Waitt 


BEFORE  ADVANCED  MICRO  DEVICES 
filed  its  lawsuit  against  Intel  in  June 
alleging  monumental  amounts  of 
bullying  behavior,  the  perennially  number 
two  computer  chip  maker  tried  hard  to  get 
a  big  name  in  its  corner  to 
verify  its  claims  pub- 
licly. AMD's  in- 
domitable leader, 
Hector  Ruiz, 
worked  the 
phones  for  days. 
But  nobody  ac- 
cepted his  invita- 
tion to  moon  the 
emperor. 
That  left  AMD  to 
beat  its  own  drum  as 
loudly  as  possible.  The  lawsuit 
itself  was  written  for  maximum  effect, 
claiming  that  Intel  intimidated  Hewlett- 
Packard  into  refusing  840,000  free  AMD 
microprocessors;  that  Toshiba  used  Intel 
rebates  like  "cocaine";  that  Intel  salesmen 
beat  Gateway  into  "guacamole";  and  that 
Intel  put  a  "gun  to  the  head"  of  then-Com- 
paq chief  executive  Michael  Capellas. 

The  litany  of  alleged  abuse  brought  no 
corroborators  out  of  the  wings,  even 
though  the  bullied  big  shots — HP's 
Carleton  Fiorina,  Compaq's  Capellas  and 
Gateway's  Theodore  Waitt — have  little  to 
lose  from  snitching.  They're  all  gone  from 
the  industry.  Intel  won't  comment  on  the 
complaint,  filed  in  federal  district  court  in 
Delaware,  except  to  say  that  it  hopes  to  fight 
in  court,  rather  than  in  public. 

AMD,  which  has  litigated  on 
and  off  with  Intel  for  20  years, 
says  omerta  has  set  in.  "We 
heard  a  powerful  and  elo- 
quent silence,"  said  Chuck 
P.  Diamond,  a  litigator 
with  O'Melveny  &  Myers 
in  Los  Angeles,  who  with 
his  wife,  Linda  Smith,  is 
representing  AMD. 


Fiorina 


"If  you're  a  customer,  why  go  out  oi 
your  way  to  say  something  when  you  car 
be  forced  to  say  something  in  court,"  said 
Sangeeth  Peruri,  an  analyst  with  I&W  Selig- 
man,  which  owns  10  million  shares  of  AMI: 
and  2  million  of  Intel. 

Court  seems  to  be  where  this  battle  is 
headed,  adding  to  what  must  be  a  big  legal 
bill  at  Intel.  In  March  it  agreed  to  a  ruling 
by  Japan's  fair  trade  commission  to  settle  a 
dispute  over  anticompetitive  sales  practices. 
(Intel  denies  any  unlawful  conduct.)  The 
European  Union  and  the  Korean  Fair  Trade 
Commission  are  now  investigating  Intel  on 
similar  charges.  In  July  EU  regulators  raided 
Intel  offices  in  Milan,  Munich, 
London  and  Madrid. 
Since  AMD  sued,  61 
me-too  class  ac- 
tions have  been 
filed  in  state 
and  federal 
courts. 

If  AMD  gets 
Intel  to  court, 
odds  would  still 
be  long  that  a  PC 
executive  would  stick 
his  neck  out  on  this  one.  Capellas 
With  the  exception  of  Dell,  PC  makers  have 
2%  operating  margins;  Intel's  are  40%. 
One  missed  shipment  of  Pentiums  can  kill 
an  entire  quarter  for  a  wayward  customer. 

While  AMD  would  love  to  have  some 
heavyweights  visibly  on  its  side — as 
Netscape  had  Sun  and  Apple  during  the 
Microsoft  antitrust  trial — it  may  have  to 
settle  for  finding  a  pattern  of  doc- 
umentary evidence  while  dig- 
ging through  the  hard 
drives  of  an  estimated  800 
people  at  37  companies, 
0  plus  whatever  Intel 
coughs  up. 

Says  Diamond:  "I'm 
hoping  to  find  the  gua- 
camole e-mail."  F 
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THE  ONLY  CAR  IN 
ITS  CLASS. 


PRODUCING  THE  QUATTROPORTE  The  first  luxury  performance  sedan  to  deliver  400hp  from  a  4.2  liter  V8  without  resorting 
)  supercharging.  The  first  to  employ  front-mid-engine  design  for  superior  handling.  The  first  with  an  Fl-inspired  6-speed 
-ansmission  for  unmatched  acceleration  and  control.  As  AUTOMOBILE  Magazine*  proclaimed,"The  technical  package  is 
tunning"  Will  you  be  the  first  to  have  one  in  your  palace?  Featuring  a  comprehensive  ownership  program  including  a  4yr/50k- 
!ile  bumper-to-bumper  limited  warranty  and  24hr  roadside  assistance.  877.MY.MASERATI  maseratiamerica.com/fb 
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-Qulfront 

GOOD  FOR  THE 
BOTTOM  LINE 

Looks  like  Unilever,  the  Anglo-Dutch  brand  be- 
hemoth, has  come  to  terms  with  America's 
weight  problem.  In  second-quarter  results  an- 
nounced in  August  the  company  took  another 
gargantuan  writedown  of  its  ailing  Slim-Fast 
business.  Revenues  in  its  weight-management 
category,  mainly  those  yucky  diet  shakes,  plum- 
meted 25%  this  year  after  20%  drops  in  2003 
and  2004.  But,  ah,  the  beauty  of  a  diversified 
consumer  products  company.  Now  Unilever  is 
embracing  our  zaftig  nation  with  its  Dove  skin- 
care  line.  Using  "real  women  with  real  bodies 
and  real  curves,"  Dove's  ubiquitous  ad 
campaign  hopes  to  change  women's  perception 
of  their  bodies  by  "widening"  the  definition  of 
beauty.  This,  in  turn,  creates  terrific  synergy 
with  yet  another  Unilever  product:  Ben  &  Jerry's 
ice  cream.  -Peter  Lattman 


Yahoo's  move  to  buy  a  40% 
stake  in  Alibaba.com  for  $1.7 
billion  in  cash  and  assets, 
reported  first  on 
Forbes.com,  is  a 
triumph  for 
founder  Jack  Ma, 
who  started  one  of 
China's  first  Weblets 
in  1995  and  vows  to 
beat  Ebay  at  home. 
The  deal  likely  puts 
Ma,  40,  at  $300  mil- 
lion in  net  worth, 
making  him  one  of 
China's  30  richest 
people.  Wry  and  ec- 
centric—he has  new 
staff  do  handstands 
to  see  Ebay  in  a  new 
way— he  lives  in  a 
modest  pad  in 
h'angzhou,  with  no 
plans  to  give  it  up. 
-Russell  Flannery 


FUEL  FURY 

The  Next 
Energy  Crisis 

America  has  coal  to  last  250 
years.  Why  is  there  a  shortage? 
By  Christopher  Helman 

AS  IF  $66- A- BARREL  OIL  WEREN'T  BAD 
enough,  get  ready  for  a  spike  in  your 
utility  bill.  The  new  culprit  is  coal, 
which  supplies  half  the  nation's  electricity.  A 
shortage  of  clean-burning  coal  from 
Wyoming's  Powder  River  Basin  (source  of 
40%  of  U.S.  supply)  has  kicked  up  prices 
62%  this  year.  Consumers  are  feeling  the 
pinch,  with  brownouts  in  the  East  and  util- 
ity rate  hikes  as  high  as  15%.  Expect  more  of 
the  same  this  winter — and  no  relief  from 
the  new  energy  bill,  which  earmarks  $4.3 
billion  for  clean-coal  projects. 

How  can  this  be?  With  280  billion  tons 
of  reserves,  the  U.S.  has  enough  coal  to  last 
more  than  two  centuries.  This  crisis  begins, 
in  classic  chaos-theory  fashion,  with  a  trivial 
event  along  the  100- mile  railroad  track  that 
moves  most  coal  out  of  the  Powder  River 
Basin.  After  a  wet  April,  a  deluge  in  mid-May 


washed  out  gravel  supporting  the  rails,  and 
1 5  cars  on  a  Burlington  Northern  Santa  Fe 
coal  train  derailed.  Hours  later  Union  Pa- 
cific lost  28  cars.  Shipments  were  curtailed 
for  weeks.  Peabody  Energy  and  Arch  Coal 
missed  out  on  shipping  10  million  tons.  De- 
spite replacing  15  miles  of  track,  UP  says  it's 
meeting  just  80%  of  customer  demand. 

Some  power  plants  have  seen  their  coal 
piles  shrink  to  just  15  days  of  burn,  one- 
third  normal  levels.  To  save  coal,  they're 
sparking  up  costlier  natural-gas-fired  plants, 
pushing  the  price  of  gas  to  $9  per  million 
Btu,  up  55%  from  a  year  ago. 

With  demand  for  Powder  River  coal 
growing  fast,  more  tracks  are  needed.  Yet 
the  two  railroads  (which  enjoy  a  freight  du- 
opoly in  the  basin)  will  build  them  only  if 
they're  assured  a  good  return.  For  two  years 
they've  tried  to  ram  through  big  rate  hikes 
on  coal  shipments — drawing  an  antitrust 
suit  by  utilities  and  an  investigation  by  the 
justice  Department.  Those  same  utilities  are 
now  clamoring  to  pay  higher  rates  if  only 
the  railroads  will  divert  more  coal  their  way. 

The  best  hope  for  consumers  lies  in 
more  competition.  The  privately  held 
Dakota,  Minnesota  &  Eastern  Railroad  is 
seeking  final  approval  to  build  a  280-mile 
track  into  the  Powder  River  Basin.  First 
shipments  could  start  in  2009.  F 
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ETWORK  EXPERTISE 

5  largest  and  fastest  Our  people  and  partners 

:ional  wireless  data  network,  make  wireless  work  for 

=  largest  U.S.  provider  on  more  businesses  than  any 
•  global  standard. 


other  wireless  carrier. 


APPLICATIONS  SERVICE 

The  broadest  and  deepest  24/7  enterprise-grade 
portfolio  of  wireless  support.  And  a  service 

business  solutions.  staff  dedicated  solely 

to  business  people. 


real  time 


gets  Corporate 
Express  there  in  no  time. 


With  its  24/7  dedicated  business 

service  team,  Cingular  gave 

Corporate  Express  the  support, 

training,  and  technology  needed 

to  migrate  from  a  paper-based 

delivery  system  to  a  real-time 

wireless  solution.  From  system 
installation  and  operation  to 
employee  training,  the  Cingular 
service  team  ensured  a  seamless  II. 
transition  to  the  ALLOVER™  network,  the  largest  digital  voice  and 
data  network  in  America.  For  the  leader  in  office  supplies,  Cingular 
increased  driver  productivity  while  reducing  administrative  costs. 
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X  cingular 

raising  the  barr.iill 

Find  out  how  Cingular  can  make  your  business  run  better: 
CALL  your  account  representative    -or-   CLICK  cingular.com/businessleader 


Circular's  ALLOVER  data  network  cavers  over  250  million  people  and  is  growing. 
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MARKET  TIMING 


Funny  Money 

CNBC's  hit  show  Mad  Money  has  caused  stocks  to  behave  almost 
as  strangely  as  its  maniacal  host,  Jim  Cramer  By  Peter  Lattman 


AUG.  2  WAS  A  LACKLUSTER  DAY  IN 
the  trading  of  high-flying  tech  stock 
Syneron  Medical  (ELOS).  The  stock 
barely  budged,  down  9  cents  to  $40.85.  After- 
hours  action  also  looked  blah — until  5:33 
p.m.  EST,  when  "freedompartner"  posted 
this  on  Yahoo:  "Cramer  said  buy  ELOS  be- 
fore earnings:  Just  finished  tap- 
ing the  show.  He  loves  ELOS."  The 
message  referred  to  stock  pundit 
James  Cramer  and  his  wildly  suc- 
cessful CNBC  show,  Mad  Money. 

Syneron  began  moving 
higher  and  trading  picked  up. 
That  night  on  Mad  Money — 
which  CNBC  tapes  from  4:30  to 
5:30  p.m.,  then  broadcasts  from 
6:00  to  7:00  p.m.  EST— Cramer 
indeed  touted  Syneron's  laser 
products'  ability  to  smooth 
away  cellulite.  "I  am  sticking  the 
proverbial  neck  out"  and  telling 
you  to  buy  ELOS  now  before 
earnings,  he  exclaimed.  The 
stock  spiked  to  $45.46  in  after- 
hours  trading  on  volume  of 
300,000  shares. 

What  happened?  Apparendy 
someone  called  Mad  Money 
during  taping  for  the  Q&A  seg- 
ment, heard  the  tout  while  on 
hold  and  disseminated  it  on  the 
Web  before  the  show  aired — 
against  CNBC's  admonition.  As  it  happens, 
viewers  who  bought  ELOS  got  burned  two 
days  later.  Syneron's  earnings  disappointed, 
and  the  stock  fell  to  its  earlier  level. 

For  two  decades  Cramer,  50,  has  told 
America  what  to  buy  and  sell — in  print 
(SmartMoney,  Time,  New  York),  on  the 
Web  (TheStreet.com),  on  a  radio  show  and 
now  on  TV.  He  also  ran  a  hedge  fund, 
Cramer  Berkowitz,  that  claimed  a  24%  an- 
nual return  after  fees  over  15  years.  He  re- 
tired, burnt  out,  in  2001. 

Since  its  March  debut  Mad  Money  has 


become  CNBC's  second-highest-rated  pro- 
gram, in  what  was  previously  its  lowest- 
rated  time  slot  (except  for  the  5  a.m.  show), 
drawing  nearly  200,000  viewers  five  nights 
a  week.  The  show  amounts  to  Cramer 
being  Cramer — as  raw  and  uncensored  as 
ever.  He  feverishly  bounces  around  the  stu- 


dio, rants  at  the  camera  and  bangs  on  but- 
tons blaring  the  sound  effects  of  cash  reg- 
isters, bowling  pins  and  growling  bears. 

He's  also  spawned  a  burgeoning  subcul- 
ture of  trading  types  looking  to  make  a  quick 
buck  off  his  calls.  With  a  flat  market  and  dor- 
mant volatility,  brokers  and  traders  are  des- 
perate for  anything  that  moves  stocks,  and  in 
Mad  Money  they've  found  their  Valhalla. 

Aside  from  Yahoo's  boards,  which  are 
replete  with  Cramer  references,  there  are  at 
least  three  independent  Web  sites  devoted 
to  Mad  Money.  It's  not  just  chat-roomers 


paying  attention.  Brokerages  such  as  Canta 
Fitzgerald  include  Cramer's  picks  in  thei 
research  notes,  which  are  distributed  to  mu 
tual  fund  and  hedge  fund  clients. 

"At  first  we  didn't  cover  Mad  Money 
picks,  but  our  customers  kept  talking  abou 
the  show's  impact,"  says  Damon  South' 
ward  of  Briefing.com,  a  news  service  usee 
by  investors  that  now  includes  the  show'; 
content  in  its  product.  "We  need  to  stay  or 
top  of  volatility,  and  if  there's  one  thing 
Cramer  creates  it's  volatility." 

Earlier  in  his  career  Cramer  (who  wa 
away  and  unavailable  for  this  story)  raised 
eyebrows  as  one  of  the  first  money  man 
agers  to  write  about  stocks.  In  1995  the  SEC 
investigated  whether  he  broke 
any  laws  writing  columns 
about  his  holdings.  Cramer  was 
exonerated,  but  disclosures  and 
disclaimers  were  added  to  his 
stories.  They  have  followed 
Cramer  ever  since,  but  none  as 
long-winded  as  Mad  Money's. 
In  the  show's  opening  minute  a 
263-word  disclaimer  scrolls 
down  the  screen  (in  a  tiny 
font).  Callers  are  subjected  to 
an  even  lengthier  two-minute 
disclosure. 

Despite  the  cautious  mea- 
sures, it  appears  CNBC  is  still 
grappling  with  the  mysterious 
ways  in  which  Mad  Money 
moves  stocks.  On  Aug.  8,  around 
noon,  CNBC  announced  on  its 
Web  site  that  Charles  Goodson, 
chief  executive  of  PetroQuest 
Energy,  was  going  to  be  Cramer's 
guest  that  evening.  PetroQuest 
rose  7%  on  four  times  its  aver- 
age volume.  Chief  executive  ap- 
pearances are  typically  positive,  and  Cramer 
is  bullish  on  oil  stocks. 

As  it  turned  out,  Mad  Money  had 
booked  Goodson  for  the  following  Mon- 
day. Informed  by  FORBES  of  the  error,  the 
network  removed  Goodson's  name  from 
the  Web  site  and  canceled  his  appearance.  It 
also  decided  to  discontinue  posting  Mad 
Money  guests  on  its  Web  site  prior  to  the 
show's  broadcast. 

"CNBC  will  continue  to  take  steps  to  en- 
sure that  the  integrity  of  the  program  re- 
mains intact,"  says  a  CNBC  spokesperson.  F 
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In  the  past  12  months  StratReal® 
were  Investment  and  Special  Property  Advisors 
to  £1  billion  of  transactions  worldwide, 
and  achieved  average  real  estate  returns 
for  our  private  clients  of  15%*  total  return. 
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provide  private  investors  with  seamless  global  real  estate  investment  advisory  services, 
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If  you  are  a  substantial  private  investor,  interested  in  preservation  of  capital 
through  global  real  estate  asset  diversification  call  Jeremy  Gates  Managing  Director. 
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GAMBLING 


She's  All  In 


Annie  Duke  parlays  her  famous 
poker  face  into  fast  cash. 
By  Matthew  Miller 

ON  A  HOT  NIGHT  IN  LAS  VEGAS  LAST 
fall  Annie  Duke  made  herself  a 
world-famous  poker  player,  with  a 
little  help  from  a  pair  of  tens.  Under  hot 
IV  lights  at  the  finals  of  the  World  Series 
of  Poker  Tournament  of  Champions, 
Duke  faced  down  veteran  Phil  Hellmuth. 
He  thought  she  was  bluffing;  she  wasn't. 

It  was  great  TV:  a  divorced  mother  of 
four,  her  hands  raised  in  victory  before  a 
$2  million  pile  of  cash  for  besting  nine  of 
the  world's  finest  players— all  of  them 
men.  "The  press  was  interested  in  me, 
being  a  single  mom,"  she  says. 

Then  Annie  Duke's  luck  ran  out.  She 
lost  her  next  three  tournaments,  then 
made  it  to  the  No-Limit  Hold  'Em  World 
Championship — and  got  knocked  out  on 
the  first  day.  Last  year  she  won  four  events 
and  earned  $2.5  million;  this  year  she  has 
won  none  and  is  up  only  $1 10,000. 

Not  to  worry.  Duke,  38,  has  parlayed  her 
play  into  a  low-risk  and  lucrative  sideline: 
selling  the  game  rather  than  playing  it.  This 
year  she  will  make  $1.5  million  away  from 
the  tables — on  endorsements,  speeches,  a 


memoir,  a  videogame  cameo,  a  game 
show  and  a  pilot  for  NBC  (it  flopped). 

Born  in  Concord,  N.H.,  Duke  grew 
up  in  a  competitive  card-playing  fam- 
ily. Her  brother,  Howard  Lederer,  was 
one  of  the  best  poker  players  in  the 
world  by  the  time  she  was  18.  She  went 
to  Columbia  University  and  spent  her 
nights  in  New  York's  illegal  private 
poker  clubs  watching  her  brother  play. 
She  started  on  a  Ph.D.  at  the  University 
of  Pennsylvania  but  got  married  and 
quit  in  1992,  moving  to  Montana,  where 
she  husded  locals  in  seedy  card  rooms. 

Two  years  later  she  moved  to  Las 
Vegas  to  play  poker  full-time,  entering 
her  first  World  Series  and  placing  27th. 
For  seven  years  she  played  cash  games 
out  of  a  safe-deposit  box  at  the  Mirage 
and  Bellagio.  Ten  hours  a  day,  six  days  a 
week.  She  won  $700,000  in  her  best  year 
and  claims  she  never  had  a  down  year. 

But  in  2001  Duke  was  pregnant  with 
her  fourth  child  and  started  losing  at  the 
tables.  "I  basically  went  poker-broke,"  she 
says.  "I  was  really  pregnant,  my  marriage 
wasn't  doing  well,  and  I  lost  about 
$250,000  straight."  Burned  out,  she  gave  up 
cash  games  and  moved  her  family  to  Port- 
land, Ore.  (and  split  from  her  husband  six 
months  later).  She  started  playing  in  TV 
tournaments.  "They  have  a  lot  of  exposure, 
which  helps  with  endorsements,"  she  says. 

Today  she  hawks  her  own  line  of  ESPN 
poker  chips,  cards  and  how-to  books.  She 
gets  $200,000-plus  plugging  poker  Web  sites 
for  UltimateBet.com  and  consulting  with 
its  game  designers,  $250,000  making 
speeches  to  business  gatherings  and 
women's  groups,  and  still  more  from  a 
poker  fantasy  camp  she  runs  with  her 
brother. 

This  month,  in  the  Tournament  of 
Champions,  Duke  can  defend  her  title 
with  impunity:  ESPN  waives  entry  fees, 
and  players  don't  bet  with  their  own 
money.  Other  times  her  fees  and  any 
losses  are  "staked"  by  a  silent  partner  who 
splits  any  winnings.  He  has  invested 
$250,000  in  three  years,  and  Duke  has 
turned  this  into  $700,000,  keeping  over 
half  of  it.  Now  how  much  of  a  gamble 
was  that?  p 
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EXCELLENCE  LOVES  COMPANY. 

3  of  the  world's  best  players  trust  the  #1  ball  in  golf,  Titleist.  And  many  of  the  world's  most  successful  brands  do,  too. 
it's  because  associating  your  corporation  with  Titleist  makes  a  strong  statement  about  your  commitment  to  quality  and 
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1 DT*  SoLo.  And  only  at  Titleist  can  you  get  the  sophisticated  color  reproduction,  creative  ^  *  ^ 
abilities  and  exacting  quality  control  your  brand  deserves.  For  information  about  logoed  t^lJUUUAt 
if  bails  and  custom  packaging,  contact  your  local  golf  shop  or  visit  titleist.com/customball.        #1  ball  ill  golf* 
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We're  inspired  by  the  human  side  of  data.  Bank  data  is  more  than  dollars  and  cents.  It's  an 
allowance,  savings  bonds  from  Grandma,  maybe  even  college  tuition.  That's  why  seven  of  the 
world's  ten  largest  banks  use  Hitachi  storage  technologies  to  protect  their  data,  and  her  future. 
From  the  smallest  Microdrive  to  the  largest  SAN  solution,  Data  Storage  from  Hitachi. 
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ling  ail  marketers:  Michael  Kelly, 
presidej§  oj§AO!-  Media  Networks,  wants  ads. 


SELLING  CYBERSPACE 


You've  Got  Ads 

America  Online  is  willing  to  sell  just  about  everythirjg-even  unfettered  access 
to  its  subscribers-to  cash  in  on  the  Internet  ad  boom  |  By  Matthew  Swibel 


AMERICA  ONLINE  PUT  ON  A  REAL  SHOW  FOR 
Nestle  Purina  executives  last  December.  Dur- 
ing the  daylong  schmooze  AOL  Vice  Chairman 
Theodore  Leonsis  and  Michael  Kelly,  president 
of  AOL  Media  Networks,  offered  the  pet  food 
maker  unfettered  access  to  the  25  million  AOL  users  who 
have  cats,  dogs  and  other  critters.  They  suggested  blan- 
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Marketing  

keting  users'  pet-focused  blogs  and  photo 
albums  with  logos  for  Purina's  pet  food 
brands,  including  Alpo  and  Friskies.  And, 
acting  more  like  Google  than  the  New  York 
Times,  they  offered  to  direct  consumers 
who  seek  information  about  feeding  pets 
to  Purina  Internet  sites.  They  also  agreed 
to  post  video  footage  from  Purina's  In- 
credible Dog  Challenge,  an  acrobatic  com- 
petition, in  AOL's  news  section. 

The  corporate  backflips  impressed 
Michael  D.  Moore,  Purina  PetCare's 
interactive  marketing  chief,  who  agreed 
to  part  with  $1  million  this  year  to  adver- 
tise on  AOL  sites,  including  AOL.com,  its 
new,  free  Internet  portal.  Purina  spent 
just  $200,000  on  AOL  in  2004. 

"Now  anytime  someone  mentions 
pets  in  a  pet  chat  room,  on  a  pet  blog  or 
on  an  AOL  Hometown  page,  Purina  will 
be  there,"  Kelly  says,  beaming. 

At  AOL,  as  one  gung-ho  staffer  puts 
it,  "everything's  for  sale"  as  the  veteran 
Internet  service  provider  veers  off  its  sub- 
scription-heavy revenue  base  in  quest  of 
a  bigger  audience  and  more  ad  dollars. 
AOL  pulled  in  just  $3 1 1  million  in  ad  rev- 
enue in  the  first  quarter,  a  sliver  of  the 
$2.8  billion  spent  on  Internet  advertising 
during  the  period.  It  wants  more. 

In  a  series  of  meetings  with  big  mar- 
keters at  AOL  offices  in  Dulles,  Va.,  Kelly 
and  his  colleagues  have  touted  the  1 1 1 
million  consumers  who  flit  among  AOL's 
16  Web  brands,  including  AOL.com,  Map- 
Quest  and  Moviefone,  as  one  of  the  the 
nation's  largest  audience  networks.  To  the 
delight  of  advertisers,  AOL  execs  are  offer- 


ing up  27  million  subscribers  around  the 
world  who,  until  recently,  were  shielded 
from  overly  intrusive  ads  and  marketing 
pitches. 

Ford  Motor's  Mercury  division  and 
General  Motors'  Chevrolet  have  boosted 
their  AOL  ad  budgets.  Anheuser-Busch, 
which  didn't  spend  a  dime  with  AOL  for 
its  Budweiser  brand  in  2004,  plans  to  shell 
out  upwards  of  $500,000  to  run  Bud  ads 
on  AOL  by  the  beginning  of  2006.  It 
helped  that  AOL's  Leonsis  offered  to  be 
the  beermaker's  "personal  account  exec- 
utive," says  Anthony  Ponturo,  vice  presi- 
dent of  global  media  and  sports  market- 


click-through  data  and  other  metrics. 

"They  had  all  this  attitude;  the 
weren't  friendly,"  says  Purina's  Moore. 

Also  off-putting:  AOL  was  the  subje 
of  a  three-year  criminal  and  civil  invest 
gation  into  its  advertising  accountin 
practices.  Time  Warner  put  that  headach 
behind  it  with  a  $510  million  settlemer 
this  year. 

"A  lot  of  folks  have  written  us  off. 
says  Kelly.  "We  have  a  lot  of  work  to  do 

That  work  includes  helping  adverti.1 
ers  find  creative  ways  to  spend  their  a 
dollars.  The  ticket,  says  Kelly,  the  forme 
publisher  of  Time  Warner's  Entertain 


"A  lot  of  folks  have  written  us  off," 
says  Kelly.  "We  have  a  lot  of  work  to  do." 


ing  at  Anheuser-Busch. 

Deals  like  these  should  help  AOL  con- 
tribute 18%  of  Time  Warner's  $10.7  bil- 
lion operating  profit  in  2005,  says  Merrill 
Lynch.  The  Madison  Avenue  courtship  is 
an  about-face  for  this  company.  After 
attracting  a  flurry  of  ads  under  the  lead- 
ership of  Stephen  Case,  who  founded 
AOL  in  1985,  the  company  in  2001 
decided  to  improve  subscribers'  experi- 
ence by  limiting  ad  intrusion.  Also,  AOL 
salesfolk  became  known  for  bullying 
marketers  into  signing  multiyear  deals 
and  using  its  proprietary  ad  software, 
Rainman,  which  made  it  impossible  for 
them  to  place  ads  that  appeared  on  AOL 
elsewhere.  AOL  also  refused  to  let  mar- 
keters use  ad-  tracking  servers  to  analyze 


Streaming  Video  Goes  Mainstream 

Frequency  of  online  video-viewing  among  U.S.  Internet  users, 
2004  (as  a  percent  of  respondents). 


ment  Weekly,  is  offering  entertaining  pro- 
gramming where  advertisers  can  grace- 
fully tuck  ad  messages.  AOL's  Web 
broadcast  of  the  Live  8  concerts  on  July  2 
attracted  5  million  viewers.  At  least  two 
advertisers  will  sponsor  the  on-demand 
programs  of  the  concert  AOL  is  making 
available  to  music  fans.  Coming  up: 
Chevrolet  is  the  lead  sponsor  for  AOL's 
new  online  reality  show  called  The  Biz, 
coproduced  by  Warner  Music  Group. 
The  fall  program  follows  a  search  for  the 
next  music  mogul,  like  recording  exec 
Lyor  Cohen,  chief  executive  of  Warner 
Music  Group.  The  program  will  air  on  I 
aolmusic.com.  And  this  month  Revlon  is 
backing  AOL's  "Tearjerker  Moments," 
where  Emmy  Award  fans  rank  their 


Streaming  video 
market  share  in  the  U.S., 
by  brand,  2004  (as  percent 
of  total  streams  served). 


Ever 


74% 


AOL 


Yahoo 
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Sources;  Online  Publishers  Association:  AccuStream  Media  Research. 
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WHERE  DO  7  OF  AMERICAS  TOP  10  COMPANIES* 
TURN  FOR  THEIR  I.T.  NEEDS? 

TO  THE  BIGGEST  I.T.  COMPANY  YOuVe  PROBABLY  NEVER  HEARD  OF. 


Presenting  Tata  Consultancy  Services,  TCS,  the  creator  of  the  Global  Delivery  Model  for 
software  development.  For  over  35  years  TCS  has  been  the  provider  of  choice  for 
hundreds  of  customers  around  the  globe,  including  37  of  America's  top  100  companies, 
7  of  which  are  in  the  top  10*.  TCS,  with  revenues  of  $2.24  billion  in  FY  2004-05,  serves 
its  customers  with  over  45,000  expert  associates  in  32  countries  around  the  globe, 
including  9,000  employees  located  in  50  offices  throughout  the  U.S. 

It's  time  you  got  to  know  the  biggest  I.T  company  you've  probably  never  heard  of.  For  a 
more  complete  introduction,  email  marketing@usa-tcs.com  or  visit  TCS  online  at 
www.tcs.com. 
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"avorite  TV  show  moments  after  viewing 
slide  show  on  AOL.com.  It  is  the  cos- 
netic  company's  fifth  ad  effort  on  AOL 
n  18  months. 

When  Kelly  says  that  he  is  "customer 
bcused,"  he  is  talking  about  advertisers, 
lot  the  subscribers  who  gave  AOL  80%  of 
its  $8.7  billion  in  revenue  last  year.  The 
company  will  soon  offer  as  many  as  30 
new  sizes  and  shapes  of  online  ads.  Exam- 
ple: ads  that  wrap  an  advertiser's  logo  or 
message  around  a  computer  screen.  That 
position  starts  at  $500,000  a  day.  There 
will  also  be  more  streaming  video  ads, 
essentially  online  commercials.  That's  a 
lucrative  opportunity:  Advertisers  are 
expected  to  spend  $200  million  running 
these  ads  this  year,  a  64%  increase,  says 
tracker  Emarketer  of  New  York. 

Kelly  is  trying  to  position  the  com- 
pany as  an  interactive  "network"  that  TV 
advertisers  can  use  to  reach  consumers — 
even  AOL  subscribers,  who  share  a  lot  of 
information  about  themselves  and  their 
habits.  Procter  &  Gamble  wasted  no  time 


By  the  Numbers 


Finding  An 
Audience 

Consumers  and  marketers 
are  rushing  to  the  Web. 

$18  billion 

Amount  U.S.  and  international 
marketers  are  expected  to  spend 
on  Internet  advertising  in  2005. 

100,000 

Number  of  advertisers  expected  to 
buy  sponsored  links  through  Yahoo  so 
Boeing  passengers  can  pass  the  time 
on  planes  doing  Internet  searches. 

53% 

Percentage  of  Internet  users  age  25 
and  under  who  watch  movies  and 
videos  online. 

919HHHH 

Hours  per  week  spent  by  women  over 
40  playing  online  games  on  AOL. 

Sources:  America  Online;  Advertising  Age;  Merrill  Lynch; 
Pew  Internet  &  American  Life  Protect. 


this  year  getting  in  on  the  instant-messag- 
ing chatfest  among  AOL's  teen-girl  sub- 
scribers. AOL  helped  the  marketer  create 
six  icons — including  a  peach  and  a 
rose — for  its  Secret  Sparkle  deodorant. 
Instant-message  fans  on  AOL's  teen- 
focused  Red  portal  download  these  icons 
to  send  along  with  their  messages  to 
friends.  The  icons  typically  cost  $60,000  a 
pop  per  month.  Downloaded  more  than 
55,000  times  since  late  last  year,  they  have 
been  attached  to  1 1  million  instant  mes- 
sages. The  packaged-goods  giant  also  cre- 
ated its  own  instant-messaging  persona, 
"Secret  Sparkle,"  which  it  uses  to  talk 
with  gals  about  makeup  and  fashion.  So 
far  some  1  million  teens  have  sent  and 
received  75  million  instant  messages  from 
Secret  Sparkle.  They  spend,  on  average,  25 
minutes  chattering  with  P&G. 

So  what  if  some  teens  don't  know  or 
care  that  they  are  corresponding  with  one 
of  the  nation's  largest  corporations? 
"There  aren't  many  other  mediums 
where  our  consumer  is  spending  25  min- 
utes with  our  brand,"  says  Bruce  Kats- 
man,  brand  manager  for  Secret  North 
America  at  P&G. 

The  advertising  deluge  is  likely  to  has- 
ten the  demise  of  AOL's  subscription  busi- 
ness. Already,  the  company's  subscriber 
base  has  shrunk  23%  from  a  high  of  35  mil- 
lion global  members  in  2002.  Morningstar's 
Thomas  Forte  predicts  the  Internet  com- 
pany will  lose  1.4  million  more  subscribers 
per  year  over  the  next  five  years. 

But  for  now  AOL's  remake  is  giving  it 
a  boost  against  rival  Internet  biggies 
Yahoo,  Google  and  Microsoft's  MSN.  AOL 
and  Time  Warner  Web  sites  collectively 
tied  with  Yahoo  in  reaching  71%  of  the 
total  Web  audience  last  June.  A  year 
before,  Yahoo  claimed  a  four-point 
advantage.  And  for  now  AOL  can  claim 
"stickier"  fans:  Folks  who  visited  its  Web 
properties  lingered  for  almost  seven 
minutes,  compared  with  the  three- 
minute  visits  for  Yahoo  users,  says  tracker 
Nielsen  NetRatings. 

Kelly  says  he  isn't  concerned  about  a 
consumer  backlash  since  AOL  is  prepared 
to  react  more  quickly  to  fluctuations  in  In- 
ternet traffic  and  trends.  Says  he:  "The  most 
fun  thing  about  this  business  is  there's  so 
much  experimenting  going  on."  F 
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Size  and  strength  are  critical,  but  only  with  the  benefit  of  direction  and  focus.  That's  how 

Make  it  happen 


you  make  it  happen.  rbs.c 
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Even  in  the  age  of  the  Internet,  the  majority  of  identity  theft  still  takes  place  in  low-tech  ways— from  stealing 
purses  and  wallets,  to  sifting  through  garbage  for  discarded  statements  and  receipts. 

Identity  theft  hurts  the  victim.  And  it  hurts  Your  Credit  Card  Companies.  So  we're  fighting  back— both 
on  the  Internet  and  off— with  a  wide  range  of  proactive  technologies  and  programs.  For  instance,  every 
credit  card  application  is  verified  by  checking  its  information  with  one  or  more  of  the  national  credit  bureaus. 
If  a  fraud  or  victim  alert  has  been  posted,  the  applicant  is  contacted  directly.  To  learn  more  about  what  we're 
doing— and  what  you  can  do— go  to  our  Web  site,  www.YourCreditCardCompanies.com. 


Your  Credit  Card  Companies  cfti 

A  group  of  financial  services  companies  that  have  joined  together  to  help  you  understand  consumer  credit. 
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DISC  VER 

CHASE O 

Robert  Sarasin  bought 
an  old  ranch  (inset) 
for  his  family  in  a  nice 
old  suburban  Chicago 
neighborhood,  then 
replaced  it  with  a 
palace  that's  double 
the  size. 


EAL  ESTATE 


reardown  Troubles 

fanning  to  raze  an  old  dump  in  a  ritzy  neighborhood  and 
rect  a  dream  house?  Get  ready  for  intrusive  neighbors, 
lunicipal  roadblocks  and  exorbitant  fees  |  By  Christopher  Steiner 


rADD  D.  SIGLOW  WANTS  TO 
demolish  the  ramshackle  house 
his  family  has  owned  for  80  years 
and  replace  it  with  a  replica  of  the 
gracious  Victorians  that  domi- 
ite  his  Romeo,  Mich,  neighborhood.  But 
:cause  the  home  sits  amid  a  historic  dis- 
ict  in  the  Detroit  suburb,  authorities  are 
ocking  him. 
Investors,  developers,  homeowners: 


Be  forewarned.  You  can  make  a  killing 
with  a  teardown  project,  but  you  can  also 
create  a  giant  headache  for  yourself. 

Siglow's  place,  empty  for  ten  years, 
is  unfit  for  habitation.  The  main  floor 
joists  have  pulled  away  from  the  150- 
year-old  fieldstone  foundation.  Some 
have  been  sawed  in  half  and  mended 
with  two-by-fours.  The  second  floor  is 
so  rotted  that  it  bows  deeply  underfoot. 


Black  mold  is  all  over. 

And  even  though  the  municipal 
building  inspector  recommended  that  it 
be  demolished,  the  Romeo  historic 
commission  and  village  board  want 
Siglow  to  renovate  the  dump,  an  enor- 
mously costly  task.  Siglow  is  challeng- 
ing this  in  court,  with  a  decision 
expected  in  October. 

The  teardown  project  is  getting 
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expensive  for  Siglow,  34,  a  crane  opera- 
tor, but  nowhere  near  as  much  as  reno- 
vating would  be.  Renovation  estimates 
are  $350,000.  Razing  and  building  anew, 
however,  would  cost  him  only  $180,000. 
(Adjacent  home  prices  run  around 
$250,000.)  Siglow  says  the  village's  road- 
blocks have  cost  him  $30,000  in  delays 
and  legal  fees  thus  far.  He  paid  $150,000 
to  buy  out  relatives'  share  of  the  house. 

And  here  he  thought  he  would  be  a 
welcome  part  of  an  everybody-wins 
nationwide  trend  to  replace  old  eyesores 
with  lovely  structures:  The  owner  has  a 
nicer  place;  the  neighborhood  benefits 
aesthetically  and  from  increased  property 
values;  the  town  assesses  higher  taxes.  The 
National  Association  of  Realtors  esti- 
mates that  with  this  trend,  which  began 
about  ten  years  ago  as  established  suburbs 
built  out  their  last  vacant  land,  360,000 
houses  are  leveled  annually  to  make  way 
for  new  models.  Teardowns  were  once 
reserved  for  only  condemned  shells  or  the 
richest  owners.  Not  today. 

Teardown-minded  buyers  look  for 


you  didn't  have  to  worry  about  the  things 
you  do  now,"  says  Peter  Cadoux,  head  of 
Peter  Cadoux  Architects  in  Westport. 

Lisa  and  Gary  Pollack  spent  a  whole 
vexing  yeai  getting  the  okay  for  their  plan 
to  knock  down  the  90-year-old  dwelling 
they  bought  in  Highland  Park,  111.,  two 
blocks  from  Lake  Michigan,  and  replace  it 
with  a  home  triple  the  size  of  the  old  one. 
The  city  had  30  close-by  neighbors  vote 
on  designating  the  area  a  historic  district, 
which  could  have  barred  the  Pollacks' 
demolition  plans;  the  proposal  was  nar- 
rowly defeated. 

Still,  the  Pollacks  had  to  cough  up 
$10,000  for  a  Highland  Park  fee  levied  on 
teardown  projects.  That's  in  addition  to 
several  thousands  of  dollars  for  the  nor- 
mal building  permits. 

Some  towns  have  passed  laws  man- 
dating that  residences  fit  in  architecturally 
with  their  surroundings.  Thus  if  the 
neighborhood's  style  is  Tudor  and  yours 
is  Bauhaus,  you  might  reconsider  your 
choice  of  building  site.  Manhattan  Beach, 
Calif,  requires  a  setback  on  the  second 


the  building  permits  are  secured,  y< 
must  take  out  a  separate  constructk 
loan  to  pay  for  demolition  and  buildii 
the  new  house.  A  construction  loan  usi 
ally  runs  a  percentage  point  higher  than 
mortgage  and  often  requires  20%  dow) 
double  what  a  straight  mortgage  calls  fl 
nowadays.  (Once  the  project  is  done,  ycj 
can  roll  the  construction  loan  into 
lower- interest  conventional  mortgage.) 

Eager  construction  lenders  can  t 
scarce.  "If  there  are  a  hundred  lendei 
that  will  do  conventional  mortgage 
there  will  be  five  that  will  do  a  construi 
tion  loan,"  explains  Seymour  Turnei 
executive  vice  president  at  Airoom.  Aft« 
all,  the  bank  is  betting  on  the  ethics  afl 
proficiency  of  the  builder.  Should  the< 
be  cost  overruns,  the  bank  might  wind  u 
with  a  loan  bigger  than  the  collaten 
backing  it. 

Don't  think  you'll  get  a  tax  break  one 
your  contractor  has  removed  the  ol 
house  and  your  land  is  lying  vacant  a 
you  await  the  zoning  board's  decision  o 
some  variance.  The  town  will  treat  you 


The  fear  is  that  gaudy  McMansions  will  blight  the  neighborhood. 


wealthy  older  suburbs  where  the  housing 
supply  is  tight,  especially  around  New 
York,  Boston,  Chicago,  Los  Angeles  and 
San  Francisco.  "A  lot  of  homes  are  simply 
obsolete,"  says  Michael  Klein,  chief  exec- 
utive of  Airoom  Architects  &  Builders,  a 
residential  design  firm. 

Now  comes  the  backlash.  Localities 
are  erecting  legal  and  financial  obstacles 
galore.  Why?  The  noise  and  ruckus  of 
demolition,  added  to  the  usual  clatter  of 
home  building,  are  too  much  for  many 
of  these  tranquil  neighborhoods.  And 
there's  a  fear  that  gaudy  McMansions  will 
blight  prestigious  old  locales. 

Even  if  your  town  is  tolerant  of  bull- 
dozers, it  likely  will  limit  a  replacement 
structure's  size,  just  as  it  does  for  new 
subdivisions.  Greenwich,  Conn,  says  a 
home  in  the  town's  older  district  on  a 
quarter  acre  can't  exceed  3,900  square  feet 
of  floor  space.  Nearby  Westport  requires 
that  rain  runoff  from  new  structures, 
even  if  smaller  than  the  houses  being 
replaced,  be  captured  by  costly  under- 
ground retention  ponds.  "Five  years  ago 


story  of  new  homes. 

Beyond  government  and  neighbor- 
hood opposition,  other  problems  bedevil 
teardown  dreams.  With  the  process  tak- 
ing a  year  or  more  to  complete,  teardown 
owners  don't  have  the  luxury  of  selling 
their  home  and  moving  into  the  new 
place.  While  waiting,  a  family  must  stay 
put  in  the  old  domicile  or  rent  a  tempo- 
rary one.  Either  way  they  have  carrying 
costs  on  two  homes. 

Ian  and  Gail  Gordon  paid  $1  million 
last  year  for  a  home  they  plan  to  level  in 
Potomac,  Md.,  a  suburb  of  Washington, 
D.C.  The  house,  Dr.  Gordon  says,  was 
dreadful.  "I  don't  want  to  call  it  unlivable, 
but  it  was  close,"  he  says.  They're  renting 
a  home  in  nearby  Bethesda  until  their 
new  6,500-square-footer,  which  will  run 
$1.5  million  in  construction  costs  and 
have  four  bedrooms  and  seven  bath- 
rooms, is  completed  in  a  year. 

Unless  you  are  paying  cash  for  the 
teardown  job,  financing  is  a  challenge. 
You  buy  a  to-be-razed  property  with  a 
conventional  home  mortgage.  After  all 


property  as  if  that  ratty  old  split-level  stii 
squatted  there.  Townwide  reassessment 
occur  every  three  years  or  so;  only  ne\i 
construction  gets  an  interim  valuatioi 
from  the  authorities.  They  will  get  arount 
to  assessing  your  new  palace  pretf 
quickly  after  completion. 

A  new  abode's  property  levies  wil 
climb  enormously.  If  a  suburban  Chicagc 
house  has  a  $10,000  property  tax  bill,  say 
Airoom's  Klein,  a  standard  renovatioi 
and  addition  will  bump  that  up  by  maybi 
40%,  or  $4,000.  But  a  teardown  projec 
could  jack  that  bill  to  $25,000. 

Nevertheless,  some  teardowners  pro- 
fess that  all  the  bother  is  worthwhile 
Robert  Sarasin  lives  on  a  third  of  an  acre 
in  Glenview,  a  leafy  suburb  on  Chicago': 
North  Shore,  in  a  4,000-square-fooi 
home  he  built  after  tearing  down  most  oi 
an  1,800-square-foot  ranch.  He  spent 
$545,000  on  the  property  and  $650,00C 
on  construction.  "The  new  house  is 
worth  $1.5  million,  easy,"  he  says.  "You 
just  can't  duplicate  the  feeling  of  an  old 
neighborhood." 
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100%  NO-LOAD  MUTUAL  FUNDS 


Proven  Performance.  And  Low  Cost. 


Discover  why  more  and  more  investors  are  choosing  T.  Rowe  Price. 

AtT.  Rowe  Price,  we  believe  you  shouldn't  have  to  choose  between  low  expenses  and  strong 
performance.  For  each  1-,  5-,  and  10-year  period  ended  6/30/05,  over  70%  of  our  funds  beat 
their  Lipper  average.*  Results  will  vary  for  other  periods.  Our  active,  hands-on  approach  to 
investing  is  just  one  of  the  reasons  our  funds  have  performed  so  well  over  time.  We're  also 
dedicated  to  keeping  costs  low.  We  offer  funds  with  no  loads,  no  sales  charges,  and  expense 
ratios  below  their  Lipper  averages. 


Choose  from  over  90  low-cost  mutual  funds  including: 


As  of  6/30/05 

1  Year 

5  Year 

10  Year 

Expense 
Ratio 

Balanced  Fund 

Lipper  Balanced  Funds  Average 

9.00% 

6.50% 

3.61% 

1.90% 

8.76% 

7.66% 

0.70% 

1.38% 

Capital  Appreciation  Fund 

Lipper  Multi-Cap  Value  Funds  Average 

10.72% 

10.72% 

13.64% 

6.22% 

12.68% 

10.14% 

0.83% 

1.59% 

Dividend  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

7.85% 

7.16% 

3.20% 

-0.36% 

9.74% 

9.37% 

0.78% 

1.48% 

Spectrum  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

10.72% 

7.16% 

2.01% 

-0.36% 

9.76% 

9.37% 

0.86% 

1.48% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot 
guarantee  future  results.  Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  a 
gain  or  loss  when  you  sell  your  shares.  To  obtain  the  most  recent  month-end  performance,  call 
us  or  visit  our  Web  site.  Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objec- 
tives, risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully 
before  investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal. 


To  find  out  which T.  Rowe  Price  mutual  fund  is  right  for  your  goals  and  tolerance  for  risk,  visit 
our  Web  site  or  call  our  Investment  Guidance  Specialists  today. 


TROWEPRICE.COM/MUTUALFUNDS 


1-80  0-843-8820 


T.RoweRlce  mmk 

INVEST  WITH  CONFIDENCE 

"Based  on  cumulative  total  leturn,  97  ol  1 32, 65  of  87,  and  44  ol  61 T,  Rowe  Price  funds  (including  all  share  classes  and  excluding  lunds  used  in  insurance  products)  outperformed  their  Lipper 
average  for  the  I  -,  5-,  and  1 0-year  periods  ended  6/30/05,  respectively.  Not  all  funds  outperformed  lor  all  periods.  (Source  lor  data:  Lipper  Inc.)  I.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 
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mm     S   RISKY   INVESTMENTS  GO, 
LW^k    shares  of  mortgage  companies 

Jv  are  up  there.  The  companies  buy 
Xmrnak  interest-sensitive  mortgages  and 
mm  Jm  mortgage-backed  bonds,  mean- 
ing they  can  get  slammed  when  rates  climb. 
They  finance  the  purchases  with  oceans  of 
leverage.  They  lure  in  investors  with  fat  div- 
idends, sometimes  too  fat  to  sustain.  Most 
mutual  funds  won't  touch  mortgage  stocks, 
especially  with  rates  rising. 

MONEY  MAN 

The 


Samuel  Lieber,  a  cheery  fellow  who 
lives  with  these  beasts,  is  not  afraid  of 
being  devoured.  Under  Lieber  since  1993, 
the  Alpine  U.S.  Real  Estate  Equity  Fund 
has  admirably  weathered  a  lot  of  chaos 
in  the  bond  market.  Over  the  past  five 
years  it's  the  second-best-performing 
U.S.  fund,  with  a  35%  annual  return 
(first  is  BlackRock  Global  Resources, 
which  is  closed  to  new  investors);  over 
ten  years  Alpine  Real  Estate  is  sixth  best, 


at  21%.  While  Alpine  is  a  tad  price] 
charging  1.22%  of  assets  annually  fa 
fees,  the  results  seem  to  justify  the  higl 
tariff. 

Son  of  Stephen  Lieber,  who  founde 
the  Evergreen  Asset  Management  famil 
of  mutual  funds,  Sam  Lieber  has  a  con 
trarian  streak.  The  compact  48-year-ol 
eschews  fancy  offices,  pads  around  i 
khakis  and  a  tweed  jacket  and  happil 
works  the  phones  long  after  hours.  "Ml 
dad  always  espoused,  'Don't  follow  the  re- 
of  The  Street,'"  he  shouts  over  the  whir  q 
vacuum  cleaners  manned  by  the  eveninj 
cleaning  crew. 

Lieber,  who  studied  architecture  an« 
urban  planning  at  Wesleyan  and  Colum 
bia,  initially  didn't  want  to  go  into  th< 
family  business.  After  college  he  honec 
his  expertise  in  real  estate  by  becoming  ; 
leasing  agent  in  New  York.  But  after  th< 
property  market  collapsed  in  the  earl} 
1990s,  he  decided  the  time  was  ripe  tc 
join  his  father's  firm  and  started  a  func 
specialized  in  the  corner  of  the  stock  mar- 
ket he  knew:  real  estate  financing.  In  199£ 
he  struck  out  on  his  own,  founding 
Alpine  and  taking  his  funds  with  him. 

Lousy  timing.  The  debt  markets  tankec 
and  Alpine  Real  Estate  lost  2 1  %.  Cash  was 
so  tight  that  he  had  to  pour  a  chunk  of  his 
own  dollars  into  the  company  (then  with 
three  funds).  Now  sponsoring  nine  funds, 
his  Alpine  group  is  headquartered  in  sub- 
urban Purchase,  N.Y.,  nowhere  near  a 
mountain  range;  it  takes  the  name  from  his 
dad's  all-season  funds. 

Lieber  partly  credits  flagship  Alpine 
Real  Estate's  success  to  judicious  plays  in 
mortgage  stocks,  which  have  returned  an 
average  44%  a  year  since  2000.  His  $840 
million  fund  keeps  5%  of  its  assets  in 
mortgage  issues,  and  Lieber  thinks  there's 
still  good  money  to  be  made  by  selectively 
buying  them  now  and  holding  them. 

Shares  of  companies  that  issue,  hold 
and/or  service  mortgages  are  down  6% 
this  year,  even  including  their  big  divi- 
dend payments.  Lieber  has  treated  the 
pullback  as  an  opportunity.  "People  are 
saying,  'Gee,  the  housing  market  may 
slow  down,  the  mortgage  market  is  slow- 
ing down,  so  mortgage  stocks  feel  over- 
played,'" he  says.  "It  may  be  legit  to  say 
they'll  have  a  tougher  time,  but  the  mar- 


Mortgage  Maven 

Sam  Lieber's  advice:  Stop  worrying  about  bursting 
bubbles  and  get  a  piece  of  the  housing  boom.  Buy 
shares  of  mortgage  companies  |  By  Stephane  Fitch 
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BEWARE 

OF  EXPENSIVE  IMITATIONS. 


Power  E*TRADE 

■>  $6.99-$9.99  flat  commission  per  stock  and  options  trade' 

■>  75<t— $1 .25  per  options  contract 

■>  Trailing  stops,  bracketed  and  reserve  orders 


No  fee,  customizable  trading  platforms 

Challenge  the  ordinary. 

Be  traordinary 


Get  100  commission-free  stock  and  options  trades.2  TRADE 
Call  1-800-731-5224  or  visit  getpoweretrade.com  financial 

For  details  and  important  information  about  Power  E*TRADE,  please  visit  getpoweretrade.com. 

1,  To  qualify  for  Power  E*TRADE,  you  must  execute  at  least  15  stock  or  options  trades  during  a  calendar  quarter.  Commission  rates  for  Power  E*TRADE  customers 
that  execute  between  15  to  149  stock  or  options  trades  a  quarter  are  $9.99  (plus  an  additional  $1.25  per  options  contract)  and  $6.99  for  Power  E*TRADE 
customers  that  execute  at  least  1,500  stock  or  options  trades  a  quarter  (plus  an  additional  $0.75  per  options  contract).  To  continue  receiving  Power  E*TRADE 
commission  rates,  you  must  requalify  by  making  at  least  15  trades  by  the  end  of  the  following  quarter.  Other  commission  rates  apply  to  customer  who  trade 
less  then  15  times  per  quarter. 

2.  Commission-free  trade  offer  applies  to  new  Power  E*TRADE  accounts  opened  with  $1,000  minimum  deposit.  The  new  account  holder  will  receive  up  to  a 
maximum  of  100  free  trade  commissions,  for  each  stock  or  options  trade  executed  within  30  days  of  the  opening  of  the  new  qualified  account.  You  will  pay 
the  Power  E*TRADE  commission  rate  on  all  trades  at  the  time  of  the  trades,  and  your  account  will  be  credited  $9.99  per  stock  and  options  trades  within  eight 
weeks  of  qualifying  (excluding  options  contract  fees).  Account  must  be  opened  by  December  31, 2005. 

System  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 
Securities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
©  2005  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


e  All-New  Avalon.  Re  in    -     d.  The  moment  you  slip  into  the  Avalon  Umited's  inviting  interior,  you'll  feel  the  different 
you  reel  like  singing    -  loud,  including  an  all-new  280-horsepower  engine*  Before  you  know  it,  you're  well  on  yot 

wn  with  available  equipment.  •Kat.vj  w-  .evetf  using  premium  fuel.  O200S  Toyota  Motor  Sales.  USA.  Inc.  Art  by  Neil  Fenn. 


\  a  pursuit  vehicle! 


ghtfui  touches  like  heated  arc  ver  Hate  1  cnt  seats.  A  12-sp 
llowing  your  bliss.  The  2005  Av  i\o.r..  toyotaxom 
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dio  system.  Plus  a  host  of  other  nev,  features  that 


ket  has  overdone  the  whole  slowdown." 

After  all,  property  values  are  still 
strong.  Most  mortgage  stocks  go  for  less 
than  ten  times  projected  2005  earnings 
and  offer  dividend  yields  near  10%.  And 
17  new  mortgage  companies  have  gone 
puhlic  since  2003,  bringing  to  42  the  num- 
ber of  stocks  to  choose  from.  "You  have  a 
relatively  stable  economy  that's  growing  a 
bit,  relatively  low  interest  rates,  a  housing 
market  that's  healthy  even  if  the  growth  is 
a  little  slower — this  really  isn't  that  dan- 
gerous a  place  to  be,"  says  Lieber. 

What  if  there  is  a  severe  downturn? 
Lieber  believes  a  few  companies  will  be  ca- 
pable of  holding  on.  Later  these  survivors 
will  take  advantage  of  their  weakened  ri- 
vals, buying  their  assets  at  hefty  discounts. 

Lieber  looks  for  companies  with  a  long, 
smooth  track  record  of  gradually  rising  div- 
idends, earnings  and  share  price.  Then  he 
picks  the  stocks  with  the  lowest  price/earn- 
ings ratios  and  highest  yields,  with  an  eye 
toward  low  payout  ratios — meaning  the 
dividend  is  well  covered  by  earnings. 
Lieber 's  five  picks  appear  in  our  table,  along 
with  several  companies  he  doesn't  care  for. 

Lieber's  overall  favorite  is  Istar  Finan- 
cial, in  New  York.  Founded  and  managed 
by  Jay  Sugar  man,  who  once  worked  for  fi- 
nancier and  hotelier  Barry  Sternlicht,  this 
firm  makes  loans  to  commercial  property 
owners  who  need  customized  financing, 


"The  market  has 
overdone  the  whole 
slowdown^ 


such  as  hotels,  which  can  have  trouble  get- 
ting mortgages  from  commercial  banks. 
In  2005's  second  quarter  Istar  made  23 
loans  totaling  $  1  billion  and  posted  an  an- 
nualized 5.3%  return  on  assets  and  19.1% 
return  on  shareholders'  equity.  It  has  gone 
22  quarters  without  a  cut  to  dividends  and 
boosted  earnings  an  average  12.5%  a  year. 

Lieber  is  convinced  Istar  is  well  pre- 
pared for  a  downturn.  Its  $4.6  billion  loan 
portfolio  is  60%  variable-rate,  protecting 
the  company  if  interest  rates  rise.  Lieber 
finds  further  comfort  in  Istar's  $3  billion 
of  ownership  stakes  in  properties  that  are 
"net-leased" — tenants  are  on  the  hook  for 
expenses  and  management. 

Lieber  also  likes  value  plays,  such  as 
Impac  Mortgage  Holdings.  The  Newport 
Beach,  Calif,  lender  was  embroiled  in  an 
internal  accounting  investigation.  It  sold 
some  mortgage-servicing  contracts  at  a 
profit  but  failed  to  spread  the  gains  over 
the  expected  lives  of  the  mortgages.  The 
fix  has  required  Impac  to  slash  $50  mil- 
lion from  its  reported  net  income  going 
back  to  2001.  Lieber's  been  buying 
Impac's  stock,  down  42%  from  its  52- 


week  high  and  priced  at  just  two  time! 
earnings.  Although  Impac  had  18  straight 
quarters  of  increasing  dividends,  on  Aug) 
10  it  said  it  would  slice  the  payout  frorrj 
75  cents  per  quarter  to  less  than  60  cents 
He  thinks  the  stock  is  oversold  and  like; 
its  double-digit  yield. 

Accredited  Home  Lenders,  in  San 
Diego,  Calif.,  offers  no  dividend,  which  is 
unusual  for  a  real  estate  outfit.  Chairman 
James  Konrath,  who  took  Accredited  pub- 
He  in  2003,  wants  to  retain  earnings  to  fos- 
ter growth.  The  company  is  grouped  with 
subprime  lenders,  but  its  loans  are  the  besl 
of  the  worst.  Konrath  insists  on  a  review  ol 
each  prospective  loan  by  two  different  loan 
underwriters.  Delinquencies  (in  Accred- 
ited's  terms,  loan  payments  30  days  or 
more  past  due)  are  only  1.7%  versus  3%  to 
5%  for  other  subprime  lenders. 

Prime  (or  maybe  unprime)  example: 
NovaStar  Financial,  of  Kansas  City,  Mo.,  has 
relied  heavily  on  loans  that  jump  to  higher 
interest  rates  in  their  third  year.  "God  for- 
bid these  people  are  in  Ohio  or  Indiana, 
where  housing  hasn't  gone  up  enough  be- 
cause there's  been  no  job  growth,"  says 
Lieber.  "You're  going  to  have  foreclosures, 
not  refinancings."  NovaStar  has  a  plump 
17.7%  yield.  Lieber  is  certain  steep  dividend 
cuts  are  ahead,  since  its  payout  ratio  is  an 
unsustainable  157%.  That  merits  NovaStar 
a  spot  on  Lieber's  sell  list.  F 


Mortgage  Stocks:  Picks  and  Pans 


Lieber's  favorite  five  (top  group)  tend  to  have  rich,  sustainable  dividends  that  keep  going  up.  Not  so  those  on  his  sell  list. 

PRICE 

PAYOUT 

EQUITY/ 

COMPANY 

RECENT 

52-WEEK 
HIGH 

YIELD 

% 

RATIO 

% 

PRICE/ 
BOOK 

ASSETS 

% 

P/E 

ACCREDITED  HOME  LENDERS 

$43.37 

$50.75 

2.1 

6% 

7 

COUNTRYWIDE  FINANCIAL 

34.90 

40.31 

1.7% 

17% 

1.8 

7 

10 

IMPAC  MORTGAGE  HOLDINGS 

16.25 

27.91 

18.6 

37 

1.1 

5 

2 

ISTAR  FINANCIAL 

40.66 

45.86 

7.3 

117 

1.8 

34 

17 

MORTGAGEIT  HOLDINGS 

18.33 

20.22 

10.6 

NM 

1.7 

5 

NM 

ANNALY  MORTGAGE  MANAGEMENT 

15.39 

20.53 

9.4 

80 

1.2 

8 

9 

ANWORTH  MORTGAGE  ASSET 

8.85 

11.52 

12.2 

97 

0.8 

7 

8 

CAPITAL  TRUST 

31.78 

36.00 

7.0 

99 

1.5 

32 

15 

NEWCASTLE  INVESTMENT 

28.71 

32.87 

8.8 

102 

1.5 

17 

12 

NOVASTAR  FINANCIAL 

38.83 

58.04 

17.7 

157 

2.0 

27 

9 

RAIT  INVESTMENT  TRUST 

28.84 

31.72 

8.5 

95 

1.4 

63 

11 

Prices  as  of  Aug.  9.  NM:  Not  meaningful.  Source;  Reuters  Fundamentals  via  FactSel  Research  Systems. 
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Peaceful,  restful  sleep 


ntroducing  Lunesta,™  a  brand  new  sleep  aid  that  can  change  your  nights. 


iven  when  your  restless  mind  keeps  you 
iwake,  brand  new  Lunesta  can  give  your  body 
md  mind  the  soothing  sleep  you  need.  Lunesta 
lot  only  helps  most  people  fall  asleep  fast,  it 
lelps  you  sleep  all  through  the  night.  Peacefully, 
minterrupted.  Lunesta  works  quickly,  so  you 
ihould  only  take  it  right  before  bed.  And 
Lunesta  is  non-narcotic,  and  the  first  and  only 
prescription  sleep  aid  approved  for  long-term 
use!  Of  course,  do  not  use  sleep  medicines  for 
extended  periods  without  first  talking  to  your 
doctor. 


Now's  the  time  to  catch  the  sleep  you  need.  If 
you've  been  hesitant  to  take  a  prescription  sleep 
aid,  be  sure  to  ask  your  doctor  about  Lunesta. 

Important  Safety  Information:  Be  sure  you 
have  at  least  eight  hours  to  devote  to  sleep 
before  becoming  active.  Until  you  know  how 
you'll  react  to  Lunesta,  you  should  not  drive  or 
operate  machinery.  Do  not  use  alcohol  while 
taking  Lunesta.  All  sleep  medicines  carry  some 
risk  of  dependency.  Side  effects  may  include 
unpleasant  taste,  headache,  drowsiness  and 
dizziness.  See  important -patient  information  on  the 
next  page.  ;rfjj8p|f 


Leave  the  rest  to  Lunesta 


0  2005  Seoracor  Inc. 


i-8oo-Lunesta  www.lunesta.com 


Luriesta 

- —   (eszopiclone)€ 

1,2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent.  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  10  days  up  to  2  weeks.  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night.  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness. 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day,  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor.  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  special  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  mos*  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again.  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems. 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance."  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration.  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine.  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses.  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
higher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and,  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is,  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common.  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

'  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any  unusul 
disturbing  thoughts,  call  your  doctor  immediately. 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  other  pots 
effects  in  the  unborn  baby  when  used  during  the  last  w 
of  pregnancy.  Be  sure  to  tell  your  doctor  if  you  are  pregi 
if  you  are  planning  to  become  pregnant,  or  if  you  bee 
pregnant  while  taking  LUNESTA. 

In  addition,  a  very  small  amount  of  LUNESTA  may  be  pre 
in  breast  milk  after  use  of  the  medication  The  effects  of 
small  amounts  of  LUNESTA  on  an  infant  are  not  km 
therefore,  as  with  all  other  prescription  sleep  medicines, 
recommended  that  you  not  take  LUNESTA  if  you  are  bri 
feeding  a  baby. 

Safe  Use  Of  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  or  any  c 
sleep  medicine,  you  should  observe  the  following  cauti 

1.  LUNESTA  is  a  prescription  medicine  and  shouli 
used  ONLY  as  directed  by  your  doctor.  Follow 
doctor's  instructions  about  how  to  take,  when  to  I 
and  how  long  to  take  LUNESTA. 

2.  Never  use  LUNESTA  or  any  other  sleep  medicine 
longer  than  directed  by  your  doctor. 

3.  If  you  notice  any  unusual  and/or  disturbing  thoui 
or  behavior  during  treatment  with  LUNESTA  or 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  you  may 
taking,  including  medicines  you  may  buy  witho> 
prescription  and  herbal  preparations  You  should  . 
tell  your  doctor  if  you  drink  alcohol.  DO  NOT  use  ale 
while  taking  LUNESTA  or  any  other  sleep  medicine 

5.  Do  not  take  LUNESTA  unless  you  are  able  to  get  i 
more  hours  of  sleep  before  you  must  be  active  ag 

6.  Do  not  increase  the  prescribed  dose  of  LUNEST/ 
any  other  sleep  medicine  unless  instructed  by  y 
doctor 

7.  When  you  first  start  taking  LUNESTA  or  any  oil 
sleep  medicine,  until  you  know  whether  the  medic 
will  still  have  some  effect  on  you  the  next  day, 
extreme  care  while  doing  anything  that  requ 
complete  alertness,  such  as  driving  a  car,  operal 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping  proble 
the  first  night  or  two  after  stopping  any  sleep  medic 

9.  Be  sure  to  tell  your  doctor  if  you  are  pregnanl 
you  are  planning  to  become  pregnant,  if  you  beco 
pregnant,  or  if  you  are  breastfeeding  a  baby  wl 
taking  LUNESTA. 

10.  As  with  all  prescription  medicines,  never  sh 
LUNESTA  or  any  other  sleep  medicine  with  any( 
else.  Always  store  LUNESTA  or  any  other  sleep  medic 
in  the  original  container  and  out  of  reach  of  childre 

1 1 .  Be  sure  to  tell  your  doctor  if  you  suffer  from  depressi 

12.  LUNESTA  works  very  quickly.  You  should  only  t; 
LUNESTA  immediately  before  going  to  bed. 

13.  For  LUNESTA  to  work  best,  you  should  not  take  it  w, 
or  immediately  after  a  high-fat.  heavy  meal. 

14.  Some  people,  such  as  older  adults  (i.e.,  ages  65  a 
over)  and  people  with  liver  disease,  should  start  w 
the  lower  dose  (1  mg)  of  LUNESTA.  Your  doctor  rr 
choose  to  start  therapy  at  2  mg  In  general,  adu 
under  age  65  should  be  treated  with  2  or  3  mg. 

15.  Each  tablet  is  a  single  dose;  do  not  crush  or  bre 
the  tablet. 

Note:  This  summary  provides  important  information  abc 
LUNESTA.  If  you  would  like  more  information,  ask  yc 
doctor  or  pharmacist  to  lei  you  read  the  Prescribi 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 
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RATEGIES 


toffee 
freak 


a  price  increase  at 
arbucks  pinches  your 
idget,  perhaps  you 
ould  hedge  against  it. 

#  Chana  R.  Schoenberger 

I  pwo  THINGS  HAVE  DOUBLED  IN  THE 
past  four  years:  the  net  income  of 
"11  Starbucks  and  the  price  of  a  pound 
j  :offee  on  the  futures  exchange.  Do  you 
i  nt  to  inject  a  little  caffeine  into  your 

rtfolio?  You  could  buy  either  Starbucks 
I  ires  or  coffee  beans.  Here  we  will  make 

•  case  for  buying  the  beans,  leaning 
j  the  authority  of  commodities  an- 
st  Judith  Ganes-Chase.  She  has 
en  tracking  coffee  on  Wall  Street 
f  20  years,  first  for  Merrill  Lynch 
<  d  Shearson  Lehman,  and  now  on 
r  own  at  J.  Ganes  Consulting  in 
tonah,  N.Y. 

Ganes-Chase,  44,  points  to  a  va- 
ty  of  bullish  forces  in  this  volatile 
arket.  Worldwide  consumption  is 
vancing  at  a  steady  2%  pace  an- 
■lally  Crops  in  Brazil  and  Vietnam, 
e  largest  and  second-largest  pro- 
curers, are  disappointing.  Eventu- 
|y  buying  pressure  will  come  from 
tnina  as  incomes  there  rise,  people 
bck  to  cities  and  cafes  spring  up  on 
•ban  corners. 

Do  understand  that  this  is  a  mar- 
i  'X  for  speculators,  not  conservative 
westors.  Coffee,  like  many  com- 
iodities,  is  subject  to  wild  price  swings,  as 
rge  as  6  cents  in  a  single  day.  The  Sep- 
mber  contract,  now  $1.05  a  pound, 
;ached  $1.45  in  March.  The  big  move 
om  2001  reflects  the  fact  that  in  that  year 
ew  supply  from  Vietnam  flooded  in, 
:nding  coffee  prices  to  a  30-year  low.  A 
allapse  like  that  could  recur. 

A  big  reason  for  the  volatility:  Since 
iuch  of  the  supply  comes  from  develop- 


ing nations,  there's  no  clear  picture  of 
how  crops  are  faring.  Overreaction  to 
news  is  common.  And  then  there  are 
those  commodity  hedge  funds  that  can 
distort  the  price  with  their  stampedes. 
One  of  the  reasons  Ganes-Chase  is  telling 
you  to  buy  now  is  that  she  thinks  prices 
have  fallen  artificially  as  big  commodity 
funds  have  liquidated  their  positions  in 
recent  months. 

Alarming  initial  reports  of  weather 
trouble  during  the  2004—05  growing  sea- 
son in  Brazil  (inclement  rain)  and  Viet- 
nam (drought)  sent  prices  soaring  last 
spring.  Later  on  the  market  decided  that 
production  in  these  two  countries  would 
fall  short  by  only  a  little.  That  sent  prices 
down.  Folgers,  Procter  &  Gamble's  coffee 
unit,  announced  in  early  August  that  it 
was  lowering  retail  prices  by  5%.  Kraft 
Foods'  Maxwell  House  followed  suit. 

Nevertheless,  for  those  willing  to  put  a 
little  mad  money  at  risk,  the  long-term 


Judith  Ganes-Chase* 
Coffee  prices  are 
rising,  so  buy  some 
futures  contracts. 


oudook  for  coffee  seems  propitious.  While 
the  Brazilian  and  Vietnamese  producers 
aren't  in  dire  straits,  their  yields  will  be 
down  to  some  degree.  Estimates  for  Viet- 
namese harvests  over  the  12  months 
beginning  in  November  range  from  1.4 
billion  to  1.8  billion  pounds,  off  from  the 
previous  year's  1 .9  billion  pounds. 

The  story  in  the  U.S.  and  other  devel- 
oped nations  is  the  retail  coffee  explosion, 

FORBES"  September  5,  2005  81 


 &  

which  shows  little  sign  of  abating.  So  why 
not  just  buy  some  coffee-chain  stocks?  Be- 
cause they  have  been,  to  put  it  mildly,  dis- 
covered on  Wall  Street.  Starbucks  shares 
have  climbed  16%  over  the  past  year  and 
will  now  cost  you  45  times  trailing  earn- 
ings. Rival  chains  Peet's  Coffee  &  Tea  and 
Green  Mountain  Coffee  Roasters  are  sim- 
ilarly rich.  Excitement  is  already  building 
on  Wall  Street  for  the  initial  offering  of 
Caribou  Coffee,  which  plans  to  add  up  to 
73  more  stores  this  year  to  its  existing  322. 

Big  food  companies  sell  coffee,  too,  but 
not  enough  to  really  move  their  bottom 
lines.  At  P&G,  coffee  accounts  for  2%  of  rev- 
enues; at  Kraft,  13%.  You  would  get  a  taste 
of  coffee  in  a  well-diversified  commodities 
fund  but  only  a  taste.  Pimco  Commodity 
Real  Return,  a  $9.8  billion  pool  whose  ex- 
penses run  to  0.74%  of  assets  annually,  has 
3%  of  those  assets  in  coffee. 

The  risky  alternative:  Be  your  own 
commodities  adviser.  Each  futures  con- 
tract controls  37,500  pounds, 
enough  to  make  1 . 1  million  grande 
Americanos  at  Starbucks.  If  the 
price  climbs  6  cents,  you  make 
$2,250.  Of  course,  it  could  just  as 
easily  drop  by  6  cents. 

Contracts  for  arabica  beans, 
considered  higher  quality  since 
they  go  to  coffee  chains  like  Star- 
bucks, are  listed  on  the  New  York 
Board  of  Trade.  The  robusta  bean, 
well  represented  in  instant  coffee 
and  in  cans  on  the  supermarket 
shelf,  trades  on  the  London  Inter- 
national Financial  Futures  & 
Options  Exchange.  These  days  ara- 
bica trades  at  a  50-cent  premium. 

You  can  open  a  commodities 
position  with  as  little  as  $2,800 
margin  per  contract,  but  skimping 
is  not  a  good  idea  because  you 
might  be  out  of  town  when  you  get 
a  margin  call.  Put  up  the  whole  contract 
amount,  $41,000,  and  place  as  much  as 
you  can  in  Treasury  bills.  (The  broker  will 
hold  a  percentage,  typically  10%,  as  cash 
margin,  on  which  he  gets  to  pocket  the 
interest.)  Ganes-Chase  recommends  buy- 
ing futures  that  come  due  in  December 
(now  at  $1.09  per  pound)  or  March 
($1.14)  and  holding  until  the  per-pound 
price  hits  this  year's  high  of  $1.45.  F 


Please  turn  the  page  for  our  special 
Beyond  the  Balance  Sheet  foldout. 


STICKER  SHOCK 


These  companies  became  more  expensive  when  we  differentiated  between  expansion  and  maintenance  capital  expenditure 
They  suffer  from  declining  revenue  and  high  PP&E  relative  to  sales,  resulting  in  less  free  cash  flow. 


Adjusted     Unadjusted    Recent  52-week 


Market  ca 


Company/business 

P/FCF1 

P/FCF2 

price 

high 

P/E 

($bil) 

($bil) 

Bunge/agribusiness 

44 

27 

$58.10 

$67.99 

13 

$24.1 

$6.5 

E.I.  du  Pont  de  Nemours/chemicals  and  plastics 

26 

21 

42.24 

54.90 

16 

26.7 

42.0 

Electronic  Data  Systems/computer  services 

51 

40 

22.58 

23.95 

NM 

20.4 

11.7 

Mylan  Laboratories/biotechnology 

167 

59 

17.80 

20.03 

29 

1.2 

3.9 

Synopsys/sofrware 

17 

11 

17.39 

21.30 

36 

1.0 

2.5 

'Operating  cash  flow  minus  capital  expenditures.  Operating  cash  flow  less  maintenance  capital  expenditures  (total  capital  expenditures  minus  the 
five-year  average  ratio  of  gross  property,  plant  and  equipment  to  sales  applied  to  the  one-year  change  in  sales). 
Sources:  Reuters  Fundamentals  via  FactSet  Research  Systems;  company  financials. 

DUPONT 

It  will  take  more  than  a  new 
paint  job  for  the  chemicals 
and  plastics  maker  to  trim  the 
overcapacity  it  has  endured 
during  the  past  five  years. 

Wal-Mart's  success  is  due  in  part  to  same-store  sales  gains,  for 
which  it  should  get  credit  one  way  or  another  in  a  free  cash  flow 
analysis.  The  BlackBerrys  sold  by  Research  In  Motion  are  so  pop- 
ular that  it  has  enjoyed  a  sales  burst  while  feeding  its  capital  ac- 
count with  an  eyedropper.  In  our  analysis  RIM  gets  credited  with 
a  negative  number  for  maintenance  cap-ex.  That  is  an  artificial  re- 
sult but  not  an  unfair  one.  If  RIM  can  keep  up  this  kind  of  growth 
(not  a  sure  thing,  given  new  competition  from  Motorola),  then  it's 
a  bargain  even  at  its  current  steep  price. 

Whole  Foods  is  another  winner.  A  year  ago  it  was  trading  at 
57  times  free  cash  flow  when  conventionally  calculated.  That 
would  be  expensive  for  a  tech  stock,  let  alone  a  supermarket  chain. 
But  a  lot  of  its  cap-ex  was  for  expansion.  Adjusted,  the  ratio  was 
39.  The  stock  was  not  overpriced;  it  has  since  climbed  42%. 

In  the  table,  which  uses  more  recent  results,  Whole  Foods' 
price  to  adjusted  free  cash  falls  all  the  way  to  16.  Like  Costco, 
Home  Depot  and  others,  Whole  Foods  gets  credit  not  just  for 
adding  outlets  but  also  for  wringing  more  revenue  from  existing 
assets.  Either  the  customers  are  buying  more  food  when  they  go 
in  the  store  or  they  are  more  oblivious  to  price  hikes  on  the  or- 
ganic chicken.  Either  way,  shareholders  are  sitting  pretty.  F 


BUNGE 

Operating  profits 
for  the  $24  billion 
(sales)  food  and 
fertilizer  company 
were  down  1 1  % 
during  the  first  six 
months  of  2005  because 
of  poor  crop  quality  in 
eastern  Europe,  higher 
energy  costs  and  a  drought 
in  southern  Brazil. 


FORTUNAT 


Beyond  the  Balance  Sheet 


Good  Cap 
Bad  Cap-Ex 

There's  a  world  of  difference  between  capital  expenditures  that  expand  a 
business  and  those  that  merely  maintain  the  status  quo. 
By  Jack  Gage 


THE  "CASH  IS  KING"  PHILOSOPHY  HAS  ATTRACTED 
quite  a  following  on  Wall  Street.  In  this  approach  you 
focus  not  on  a  company's  earnings  but  on  its  cash  flow 
from  operations,  equal  to  the  sum  of  earnings  and  de- 
preciation and  amortization,  plus  or  minus  changes  in 
working  capital  items  (like  inventory  or  payables)  that  help  or 
hurt  a  company's  checking  account  balance.  Take  cash  flow  from 
operations  and  subtract  capital  expenditures  to  get  free  cash  flow. 
This  is  what  Warren  Buffett  calls  "owner's  cash."  A  company  trad- 
ing at  a  low  multiple  of  owner's  cash  is  probably  a  bargain. 

There's  one  big  weakness  in  picking  stocks  in  this  fashion — 
it  doesn't  do  justice  to  growth  companies.  A  fast-growing  outfit 
might  be  plowing  all  its  cash  flow  into  expansion,  leaving  nothing 
for  dividends,  and  still  be  a  terrific  investment.  There  ought  to  be 
some  way  to  distinguish  a  cement  company  that  has  no  free  cash 
because  it  consumes  all  its  cash  replacing  worn-out  machinery, 
from  a  retailer  gobbling  all  its  cash  on  new  locations. 

In  this,  the  seventh  in  our  Beyond  the  Balance  Sheet  series,  we 
aim  to  separate  the  cement  companies  from  the  Wal- Marts.  There 
is  no  perfect  way  to  do  this  because  companies  do  not  report — and 
often  don't  know— how  much  of  their  capital  spending  generates 


growth  and  how  much  merely  maintains  the  status  quo.  As  a  rough 
measure  of  how  much  cap-ex  is  growth-related,  we  look  at  growth 
in  revenue  and  at  the  historical  relationship  between  revenue  and 
fixed  assets.  If  $  1  of  property,  plant  and  equipment  supports  $3  of 
revenue,  then  a  $300  million  revenue  gain  calls  for  $100  million  of 
new  PP&E.  This  part  of  cap-ex  is  growth  cap-ex.  Anything  else  is 
(we  presume)  maintenance  cap-ex.  Only  the  maintenance  cap-ex 
is  subtracted  from  cash  flow  to  get  "adjusted  free  cash  flow." 

Last  year  Wal-Mart  spent  $13  billion  on  capital  outlays,  leav- 
ing $3.7  billion  of  free  cash  flow  when  calculated  the  traditional 
way.  The  company's  market  value  is  56  times  this  number.  But 
when  we  credit  the  company  for  expansion  cap-ex,  we  find  a  far 
more  reasonable  multiple:  18  times  adjusted  free  cash  flow  of  $1 1.3 
billion.  DuPont  lands  at  the  other  end  of  the  spectrum.  As  tradi- 
tionally calculated,  its  price/free  cash  ratio  is  21.  By  our  method  it's 
26.  After  factoring  in  a  decline  in  DuPont's  sales  the  company's 
free  cash  flow  fell  from  $2  billion  to  $1.6  billion. 

Not  all  sales  gains,  to  be  sure,  come  from  adding  store  fixtures 
or  machinery  to  the  business.  A  company  may  be  doing  no  more 
than  enjoying  price  gains  from  an  existing  book  of  customers. 
But  still  there  is  a  rough  justice  in  our  adjusted  free  cash  figures. 
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It's  difficult  to  keep  your  company's  talen 


LIGNED  WITH  YOUR  STRATEGIC  OBJECTIVES. 


RESEARCH 
IN  MOTION 

Expansion  isn't  limited  to  square 
footage.  BlackBerry  demand  led  to 
RIM's  60%  workforce  increase  in  2004 


If 


It* 


HOME 
DEPOT 

Discounts  in  the  stores 
are  nice,  but  it's  the 
$6.7  billion  in  stock 
buybacks  over  the  last 
two  years  that  has  made 
shareholders  happy. 


IBM 

It  doesn't  require  a 
ThinkPad  to  know  it 
takes  money  to  make 
money.  The  computer 
maker's  seven-day  im- 
provement in  its  cash 
cycle  makes  plowing 
money  into  R&D  more 
affordable  (see  below). 


C0<» 


STARBUCKS 

From  the  company  that  brought 
you  the  $7  latte,  more  than  600 
new  stores  in  2004  helped  deliver  a 
double  shot  to  earnings  and  22% 
sales  growth  so  far  in  2005. 


CAPITAL 
AT  WORK 

We  asked  the  experts  at  RateFinancials  of  New  York  City 
(www.ratefinancials.com)  to  identify  those  companies  whose 
cash  cycles  improved  and  deteriorated  the  most  during  the  last 
six  months.  A  barometer  for  how  well  a  company  uses  its  working 
capital,  the  cash  cycle  is  a  critical  component  of  operating  cash 
flow,  measuring  how  quickly  a  company  collects  its  receivables, 
extends  its  payables  and  turns  over  inventory. 


CASH  CYCLE1 
IMPROVEMENT 

AutoZone 

16  DAYS 

IBM 

7  DAYS 

Walt  Disney 

5  DAYS 

Paychex 

4  DAYS 

Costco 

2  DAYS 


CASH  CYCLE1 
EROSION 

SafeNet 

32  DAYS 

Hasbro 

20  DAYS 

Siebel  Systems 

15  DAYS 

Cendant 

10  DAYS 

Goodyear 

6  DAYS 


'Accounts  receivable  days  outstanding,  plus  inventory  days,  minus  payable  days.  Source:  RateFinancials. 
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HEAPER  BY  THE  NUMBERS 


ur  screen  of  U.S.-traded  companies  with  a  market  value  over  $2  billion  produced  25  stocks  to  buy  and  5  to  shed  when  comparing 
raditional  and  refined  price  with  free  cash  flow  multiples.  The  companies  below  trade  at  more  than  a  25%  discount  to  traditional  multiples. 


bp  25  Discount 


Recent 


1 1  Company/business 

P/FCF1 

P/FCF2 

price 

high 

P/E 

($bil) 

($bil) 

ii  Abercrombie  &  Fitch/specialty  retailing 

21 

32 

$63.66 

$74.10 

27 

$2.0 

$5.5 

i\  Advance  Auto  Parts/specialty  retailing 

22 

38 

68.73 

71.59 

24 

3.9 

4.9 

j  Amgen/biotechnology 

21 

30 

80.40 

84.02 

36 

11.6 

99.0 

1  Anheuser-Busch/alcoholic  beverages 

17 

23 

44.30 

53.16 

16 

15.0 

34.4 

:  Apple  Computer/computer  hardware 

24 

47 

42.65 

45.44 

34 

12.6 

35.3 

1  Baker  Hughes/oil  services  &  equipment 

18 

44 

58.16 

58.72 

27 

6.6 

19.8 

1  Carnival/cruise  lines 

7 

35 

52.20 

58.98 

20 

10.1 

42.7 

t!  Costco  Wholesale/specialty  retailing 

12 

26 

43.30 

50.46 

20 

51.4 

20.8 

;  Dollar  General/discount  retailing 

23 

84 

19.25 

22.80 

18 

7.9 

6.3 

Eli  Lilly/pharmaceuticals 

30 

46 

53.10 

67.30 

47 

14.1 

60.2 

FedEx/shipping 

5 

29 

84.65 

101.87 

18 

29.4 

25.6 

i  Gillette3/specialty  retailing 

22 

37 

52.40 

54.33 

28 

11.2 

52.3 

Harrah's  Entertainment/gaming 

8 

28 

72.99 

79.69 

24 

5.0 

9.0 

Home  Depot/specialty  retailing 

17 

32 

40.59 

44.30 

17 

74.5 

87.3 

Manpower/business  services 

15 

25 

46.45 

49.95 

17 

15.8 

4.0 

!  Motorola/communications  equipment 

6 

23 

21.65 

22.11 

19 

33.3 

53.3 

1  Paccar/auto  manufacturing 

21 

68 

70.56 

81.42 

12 

13.0 

12.1 

1  Pentair/conglomerates 

10 

32 

39.55 

46.47 

23 

2.8 

4.0 

Research  In  Motion/communications  equipment 

27 

65 

68.91 

103.56 

45 

1.5 

13.1 

Starbucks/restaurants 

19 

61 

50.99 

64.26 

42 

6.2 

19.9 

Texas  Instruments/semiconductors 

13 

25 

31.53 

32.86 

26 

12.6 

51.2 

Urban  Outfitters/specialty  retailing 

29 

84 

56.04 

62.96 

45 

0.9 

4.6 

Wal-Mart  Stores/discount  retailing 

18 

56 

49.15 

57.89 

20 

291.4 

205.5 

Walt  Disney/broadcasting 

16 

42 

25.41 

29.99 

20 

31.5 

52.9 

Whole  Foods/supermarkets 

16 

84 

132.82 

139.69 

53 

4.5 

8.9 

'Operating  cash  flow  minus  capital  expenditures.  Operating  cash  flow  less  maintenance  capital  expenditures  (total  capital  expenditures  minus  the  five-year 
average  ratio  of  gross  property,  plant  and  equipment  to  sales  applied  to  the  one-year  change  in  sales).  Acquisition  by  Procter  &  Gamble  pending. 
Sources:  Reuters  Fundamentals  via  FactSet  Research  Systems;  company  financials. 
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WITT  CAN  HELP. 


Entrepreneurs 


INNOCENT  ABROAD 


China  Syndrome 


Sure,  the  labor  over  there  is  cheap. 
But  shoddy  quality  nearly 
killed  this  hi-fi  startup. 
By  Daniel  Lyons 


IX  YEARS  INTO  A  CHI- 
nese  joint  venture,  Michael  Allen  was 
ready  to  shut  down  his  fledgling  stereo 
equipment  company,  Jolida  (joe-LEE- 
da).  His  Shanghai-made  amplifiers  and 
CD  players  were  burning  out  and  break- 
ing down;  paint  bubbled  and  peeled, 
volume  knobs  made  buzzing  sounds. 
Overwhelmed  by  returns  of  faulty 
products,  in  2001  Allen  was  losing 
money,  being  hounded  by  creditors, 
struggling  to  make  payroll  and  fending 
off  his  wife,  who  insisted  he  should  flip 
the  "off'  switch  on  his  crazy  hi-fi  ven- 
ture and  find  something  else  to  do  for  a 
living.  "It  seemed  to  me  there  was  no 
way  out,"  recalls  Allen,  who  had  to  sell  a 
small  apartment  building  to  keep  Jolida 
afloat.  "I  just  wanted  to  curl  up  and 
make  it  all  go  away." 

Instead  he  spent  four  hard  years  fix- 
ing problems  and  learning  a  painful  les- 
son. "Americans  think  they're  just  going 
to  start  sending  orders  to  some  factory 
in  China  and  bing-bang  start  getting 
whatever  they  want  for  80%  less,"  says 
Allen,  chief  executive  of  Jolida  in 
Annapolis  Junction,  Md.  "It  doesn't 
work  that  way.  You're  dealing  with  peo- 
ple who  grew  up  in  a  communist  sys- 
tem. Quality  control?  There  is  none." 


Allen,  52,  grew  up  in  Washington, 
D.C.,  the  son  of  a  Chinese  mother  and 
American  serviceman  father.  He  has 
been  doing  business  in  China  since 
1983,  when  he  and  a  newly  emigrated 
cousin  set  up  a  company  that  sold  Chi- 
nese-made vacuum  tubes  to  industrial 
customers  in  the  U.S.  and  Europe, 
including  Voice  of  America,  which  used 
them  in  transmitters  that  beamed  radio 
signals  into  communist  countries.  The 
business  had  lots  of  faulty  parts  but 
such  fat  profit  margins  it  could  absorb 
the  cost.  That  declined  as  the  end  of  the 
Cold  War  cut  VOA's  budget. 

Allen  switched  into  hi-fi  equipment 
in  1995.  He  and  Jin  Quo  Chen,  a  Chi- 
nese real  estate  investor  and  a  friend  of 
Allen's  family,  each  contributed 
$250,000  to  build  a  factory  near  Shang- 
hai. Allen  controls  51%  of  the  voting 
shares  to  Chen's  49%  (there  is  no  state 
involvement)  but  takes  35%  of  profits. 
But  without  sales  of  vacuum  tubes, 
which  Jolida  dropped  in  1998,  the  com- 
pany slipped  into  the  red.  By  2000  it  was 
losing  $200,000  on  $500,000  in  sales. 

Allen  knew  he  needed  better-made 
stuff  and  that  Chen,  merely  an  investor, 
couldn't  help.  So  in  June  2001  Allen  flew 
to  Shanghai  for  a  six-week  visit,  follow- 


1 


just  wanted  to  curl  up 
nd  make  it  all  go  away": 
ichael  Allen  spent  four 
hard  years  fixing  various 
problems  at  his  company. 


ing  up  with  another  monthlong  sojourn 
in  February  2002.  Before  this  Allen  had 
made  only  a  handful  of  trips,  leaving 
most  decisions  to  the  plant's  general 
manager.  Not  anymore.  He  fired  the  GM 
and  promoted  another  manager  to  that 
spot.  He  organized  workers  into  teams 
and  insisted  they  start  screening  each 
batch  of  components  rather  than  just 
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using  whatever  parts  came  in.  He  dou- 
bled salaries  for  15  workers,  to  $200  a 
month.  He  flew  the  new  Chinese  plant 
manager  and  four  others  to  the  U.S.  for 
six  weeks  so  they  could  feel  more  con- 
nected to  the  American  company  and  its 
customers. 

Chinese-made  diodes,  resists  mrl  (-ir 
cuit  boards  were  cheap,  but  15%  of  them 


were  defective.  So  Allen  started  buying 
parts  from  Germany,  Japan,  Malaysia  and 
South  Korea  and  shipping  them  to  Shang- 
hai. This  adds  $10  to  the  cost  of  an  ampli- 
fier, but  it  cut  the  return  rate  from  5%  to 
1  %.  Definitely  worth  it  for  these  costly  ap- 
pliances (priced  from  $350  for  a  30-watt 
amp  to  $9,500  for  a  three-piece  system  that 
puts  out  200  watts  per  channel). 


He  also  leaned  on  his  subcontractors. 
At  the  factory  where  amplifier  chassis  are 
made  and  painted,  a  demonstration 
showed  that  workers  weren't  rinsing  out 
paint  guns  often  enough,  resulting  in  peel- 
ing. The  supplier  agreed  to  follow  Allen's 
cleaning  suggestions.  No  such  luck  with 
the  boss  of  a  silkscreen  factory  that  had 
sloppily  applied  Jolida's  logo  and  lettering. 
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£ntrefireiieurs_ 

He  insisted  his  work  was  good  enough 
and  insulted  Allen  in  Mandarin,  not  real- 
izing Allen  understands  the  language.  Jo- 
lida  now  does  that  work  on  its  own. 

Allen  gave  his  products  a  cosmetic 
overhaul,  replacing  tacky  gold-colored 
faceplates  with  a  classier  silver  finish.  He 
dropped  two  big  retailers  that  were  sell- 
ing gear  at  steep  discounts  and  focused 
on  80  boutique  dealers  like  Stereo 
Unlimited  in  Walnut  Creek,  Calif,  and 
Galen  Carol  Audio  in  San  Antonio,  Tex. 
Both  have  listening  rooms  and  cater  to 
audiophiles  who  favor  the  sound  of  tube 
amplifiers. 

Though   Jolida's  Chinese-made 

Jolida  charges 

$580fora 

Model  102  amp- 

and  spends  §QQ 
J^XAbum^ode^ 

amps  aren't  as  refined  as  the  most 
expensive  labels,  like  Conrad-Johnson, 
they  are  surprisingly  close.  "If  you  close 
your  eyes  you  have  a  tough  time  telling 
the  difference,"  says  Walter  Liederman, 
owner  of  Underwood  Hifi,  a  Roswell, 
Ga.  stereo  shop  and  one  of  Allen's 
biggest  dealers.  Jolida's  retro-looking 
gear  has  also  caught  on  with  fans  of  vin- 
tage audio,  says  Brian  Bowdle,  owner  of 
Venus  Hi-Fi,  a  small  dealer  in  East  Lan- 
sing, Mich.  "There's  a  certain  tube 
magic  these  pieces  have,"  Bowdle  says. 

Jolida  turned  a  small  profit  last  year 
on  sales  of  $3  million  or  so.  Allen  now 
has  1 1  employees  in  Maryland  and  44  in 
Shanghai.  He  visits  China  twice  a  year, 
spending  ten  days  each  time  with  that 
operation.  His  message  to  U.S.  entrepre- 
neurs rushing  over:  Slow  down. 

"A  lot  of  American  companies  are 
propelled  by  fear,"  he  says.  "They  think, 
'I've  got  to  get  into  this  lower-cost  struc- 
ture because  everyone  else  is.'  They 
imagine  China  is  going  to  be  just  like 
here,  that  they'll  just  look  in  the  Yellow 
Pages  and  find  a  good  supplier."  F 


nspector 


Hidden  bits  of  open-source  software  can  pose  costly 
problems.  Black  Duck  Software  can  sniff  them  out. 

By  Daniel  Fisher 


Snooping  o 
dangerous  code: 
Douglas  Levin. 


WHILE  LYING  ON  A  CANCUN 
beach  in  2002,  Douglas  Levin 
pondered  the  conundrum 
that  is  open-source  software: 
How  do  you  make  money  off  something 
that's  free?  There  was  a  way  to  do  it,  and  it 
had  to  do  with  the  catch  that  comes  with 
open  source — software  like  Linux  that 
powers  millions  of  desktops  and  Apache 
that  runs  70%  of  the  country's  Web 
servers.  Much  of  it  is  covered  by  the  Gen- 
eral Public  License,  a  subversive  copyright 
that  requires  users  to  give  away  any  pro- 
gram based  on  it. 

The  notion  that  free  code  should 
beget  more  free  code  is  central  to  the 
open-source  movement,  but  it's  a  sticky 
point  to  companies,  like  Cisco  Systems, 
that  make  a  living  off  of  intellectual 


property.  "The  GPL  is  intentionally  viral,' 
says  Levin,  who  ran  worldwide  corpo 
rate  licensing  for  Microsoft  before  mov- 
ing to  Boston,  where  he  started  severa 
software  companies.  "If,  in  order  to  make 
a  deadline  or  to  lower  costs  of  develop- 
ment, you  decide  to  take  a  piece  of  GPU 
code,  there  are  consequences." 

And  opportunities  for  guys  like  Levin. 
48.  His  idea  was  to  sell  a  tool  that  could 
identify  dangerous  strings  of  code  before 
products  based  upon  that  code  were  re- 
leased. That  would  give  a  software  devel- 
oper or  product  vendor  time  to  order  up 
substitute  code  with  more  capitalist- 
friendly  license  terms.  Levin  named  his 
company  Black  Duck  Software  after  an 
orphaned  bird  he'd  rescued  as  a  child. 

The  new  company  was  a  hit  with  ven- 
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ildenafil  citrate) tablets 


Keep  that  spark  alive. 

FACT:  Viagra  can  improve  erections 
for  guys  with  ED.  Studies  show 
Viagra  can  also  improve  their 
sexual  relationship  satisfaction. 


Viagra  can  improve  the  ability  to  achieve 
and  maintain  an  erection  for  guys  with 
erectile  dysfunction.  Ask  your  doctor  if 

VIAGRA 
is  right  for  you. 


all  1-888-4 VI  AGRA 


TAGRA  is  prescribed  to  treat  erectile  dysfunction.  We  know  that  no  medicine  is  for  everyone. 
:  you  use  nitrate  drugs,  often  used  for  chest  pain  (known  as  angina),  don't  take  VIAGRA, 
aking  these  drugs  together  could  cause  your  blood  pressure  to  drop  to  an  unsafe  level, 
'he  most  common  side  effects  of  VIAGRA  are  headache,  facial  flushing,  and  upset  stomach, 
ess  common  are  bluish  or  blurred  vision,  or  being  sensitive  to  light.  These  may  occur  for  a 
rief  time.  Remember  to  protect  yourself  and  your  partner  from  sexually  transmitted  diseases, 
alk  with  your  doctor  first.  Make  sure  you  are  healthy  enough  to  have  sex.  If  you  have  chest 
iain  nausea,  or  other  discomforts  during  sex,  seek  medical  help  right  away.  Although  erections 
asting  for  more  than  four  hours  may  occur  rarely  with  all  ED  treatments  in  this  drug  class, 
:  is  important  to  seek  immediate  medical  attention.  Erections  lasting  longer  than  six  hours 
an  result  in  long-term  loss  of  potency. 
flAGRA  is  covered  under  most  Managed  Care  Plans." 

mportant  Information:  Viagra  is  one  of  several  ED  treatments  that  you  and  your  doctor  can  consider. 


lease  see  our  patient  summary  of  information  for  VIAGRA  (25  mg.  50  mg,  1 00  mg)  tablets  on  the  following  page. 
Percent  of  members  by  formulary  status  for  HMOs.  PPOs  and  POS  for  Viagra,  Levitra.  and  Cialis.  Formulary  Compass 
lediMedia  USA.  Inc.  February  2005. 
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Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help,  iwi 
no  matter  your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines. 
Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com. 
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PATIENT  SUMMARY  OF  INFORMATION  ABOUT 


This  summary  contains  important  information  about  VIAGRA*.  It  is 

not  meant  to  take  the  place  of  your  doctor's  instructions.  Read  this 
information  carefully  before  you  start  taking  VIAGRA.  Ask  your  doc- 
tor or  pharmacist  if  you  do  not  understand  any  of  this  information  or 
if  you  want  to  know  more  about  VIAGRA. 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However,  VIAGRA  is  not  for  everyone.  It  is  intended  tor 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction. 
VIAGRA  must  never  be  used  by  men  who  are  taking  medicines  that 
contain  nitrates  of  any  kind,  at  any  time.  This  includes  nitroglyc- 
erin. If  you  take  VIAGRA  with  any  nitrate  medicine  your  blood  pres- 
sure could  suddenly  drop  to  an  unsafe  or  life  threatening  level. 

•  What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in  men 
It  can  help  many  men  who  have  erectile  dysfunction  get  and  keep  an 
erection  when  they  become  sexually  excited  (stimulated). 
You  will  not  get  an  erection  just  by  taking  this  medicine  VIAGRA 
helps  a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is 
sexually  excited. 

•  How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  fills  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens.  This  is  called 
an  erection.  After  the  man  is  done  having  sex,  this  extra  blood  flows 
out  of  the  penis  back  into  the  body.  The  erection  goes  away.  If  an 
erection  lasts  for  a  long  time  (more  than  6  hours),  it  can  permanently 
damage  your  penis.  You  should  call  a  doctor  immediately  if  you  ever 
have  a  prolonged  erection  that  lasts  more  than  4  hours. 
Some  conditions  and  medicines  interfere  with  this  natural  erection 
process.  The  penis  cannot  fill  with  enough  blood.  The  man  cannot  have 
an  erection.  This  is  called  erectile  dysfunction  if  it  becomes  a  freguent 
problem 

During  sex.  your  heart  works  harder.  Therefore  sexual  activity  may 
not  be  advisable  for  people  who  have  heart  problems  Before  you 
start  any  treatment  for  erectile  dysfunction,  ask  your  doctor  if  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex.  If  you 
have  chest  pains,  dizziness  or  nausea  during  sex,  stop  having  sex  and 
immediately  tell  your  doctor  you  have  had  this  problem 

•  How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation.  When  a  man  is  sexually  excited.  VIAGRA  helps 
the  penis  fill  with  enough  blood  to  cause  an  erection.  After  sex  is 
over,  the  erection  goes  away 

•  VIAGRA  Is  Not  for  Everyone 

As  noted  above  (How  Sex  Affects  the  Body),  ask  your  doctor  if  your 
heart  is  healthy  enough  for  sexual  activity. 
If  you  take  any  medicines  that  contain  nitrates  -  either  regularly  or 
as  needed  -  you  should  never  take  VIAGRA.  If  you  take  VIAGRA 
with  any  nitrate  medicine  or  recreational  drug  containing  nitrates, 
your  blood  pressure  could  suddenly  drop  to  an  unsafe  level.  You 
could  get  dizzy,  faint,  or  even  have  a  heart  attack  or  stroke  Nitrates 
are  found  in  many  prescription  medicines  that  are  used  to  treat 
angina  (chest  pain  due  to  heart  disease)  such  as: 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes,  and 
tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets  that 
are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate  or 
nitrite  ("poppers ").  If  you  are  not  sure  if  any  of  your  medicines  contain 
nitrates,  or  if  you  do  not  understand  what  nitrates  are.  ask  your  doctor 
or  pharmacist. 

VIAGRA  is  only  for  patients  with  erectile  dysfunction  VIAGRA  is  not 
for  newborns,  children,  or  women.  Do  not  let  anyone  else  take  your 
VIAGRA  VIAGRA  must  be  used  only  under  a  doctor's  supervision 

•  What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment 
for  erectile  dysfunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV  —  the  virus  that 
causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

•  What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  is  right  for  you  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will  need 
to  have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunc- 
tion and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or  with  your 
other  medicines.  Your  doctor  should  determine  if  your  heart  is  healthy 
enough  to  handle  the  extra  strain  of  having  sex. 
Be  sure  to  tell  your  doctor  if  you: 

•  have  ever  had  any  heart  problems  (e.g..  angina,  chest  pain, 
heart  failure,  irregular  heart  beats,  heart  attack  or  narrowing  of 
the  aortic  valve) 

•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  ever  had  severe  vision  loss 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  leukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 


VIAGRA 

(sildenafil  citrate)  tablets 


•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines 

•  VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works.  Tell  your  doc- 
tor about  any  medicines  you  are  taking  Do  not  start  or  stop  taking 
any  medicines  before  checking  with  your  doctor  or  pharmacist.  This 
includes  prescription  and  nonprescription  medicines  or  remedies: 

•  Remember,  VIAGRA  should  never  be  used  with  medicines 
that  contain  nitrates  (see  VIAGRA  Is  Not  lor  Everyone). 

'  If  you  are  taking  alpha-blocker  therapy  for  the  treatment  of 
high  blood  pressure  or  prostate  problems,  you  should  not 
take  a  dose  of  greater  than  25  mg  of  VIAGRA  at  the  same  time 
(within  4  hours)  as  you  take  your  dose  of  alpha-blocker. 

•  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  lor  You). 

•  VIAGRA  should  not  be  used  with  any  other  medical  treatments 
that  cause  erections.  These  treatments  include  pills,  medi- 
cines that  are  injected  or  inserted  into  the  penis,  implants  or 
vacuum  pumps. 

•  Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  1 00  mg).  If  you 
do  not  get  the  results  you  expect,  talk  with  your  doctor  You  and  your 
doctor  can  determine  the  dose  that  works  best  for  you 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 

If  you  are  older  than  age  65,  or  have  serious  liver  or  kidney  problems, 
your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  of  VIAGRA.  If  you 
are  taking  protease  inhibitors,  such  as  for  the  treatment  of  HIV,  your 
doctor  may  recommend  a  25  mg  dose  and  may  limit  you  to  a  maxi- 
mum single  dose  of  25  mg  of  VIAGRA  in  a  48  hour  period.  If  you  are 
taking  alpha-blocker  therapy,  you  should  not  take  a  dose  of  greater 
than  25  mg  of  VIAGRA  at  the  same  time  (within  4  hours)  as  your  dose 
of  alpha-blocker. 

•  How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  before  you  plan  to  have  sex  Beginning 
in  about  30  minutes  and  for  up  to  4  hours.  VIAGRA  can  help  you  get 
an  erection  if  you  are  sexually  excited.  If  you  take  VIAGRA  after  a  high- 
fat  meal  (such  as  a  cheeseburger  and  trench  fries),  the  medicine  may 
take  a  little  longer  to  start  working  VIAGRA  can  help  you  get  an  erec- 
tion when  you  are  sexually  excited.  You  will  not  get  an  erection  just  by 
taking  the  pill. 

•  Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects.  These  effects 
are  usually  mild  to  moderate  and  usually  don't  last  longer  than  a 
few  hours  Some  of  these  side  effects  are  more  likely  to  occur 
with  higher  doses  The  most  common  side  effects  of  VIAGRA  are 
headache,  flushing  of  the  face,  and  upset  stomach.  Less  common  side 
effects  that  may  occur  are  temporary  changes  in  color  vision  (such 
as  trouble  telling  the  difference  between  blue  and  green  objects  or 
having  a  blue  color  tinge  to  them),  eyes  being  more  sensitive  to  light, 
or  blurred  vision. 

In  rare  instances,  men  taking  PDE5  inhibitors  (oral  erectile  dysfunc- 
tion medicines,  including  VIAGRA)  reported  a  sudden  decrease  or 
loss  of  vision  in  one  or  both  eyes  It  is  not  possible  to  determine 
whether  these  events  are  related  directly  to  these  medicines,  to  other 
factors  such  as  high  blood  pressure  or  diabetes,  or  to  a  combination 
of  these.  If  you  experience  sudden  decrease  or  loss  of  vision,  stop 
taking  PDE5  inhibitors,  including  VIAGRA,  and  call  a  doctor  right 
away. 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours  You  should  call  a  doctor  immediately  if  you  ever  have  an  erec- 
tion that  lasts  more  than  4  hours.  If  not  treated  right  away,  permanent 
damage  to  your  penis  could  occur  (see  How  Sex  Affects  the  Body) 
Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA  Most,  but  not  all.  of  these  men 
had  heart  problems  before  taking  this  medicine  It  is  not  possible  to 
determine  whether  these  events  were  directly  related  to  VIAGRA. 
VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet.  If  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about  call  your  doctor. 

•  Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

•  Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children.  Keep  VIAGRA  in  its  origi- 
nal container.  Store  at  25°C  (77°F):  excursions  permitted  to  15-30°C 
(59-86°F)  (see  USP  Controlled  Room  Temperature]. 

•  For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction. 
Only  your  doctor  can  decide  if  it  is  right  for  you  This  sheet  is  only  a 
summary.  If  you  have  any  guestions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www.viagra  com.  or 
call  1-888-4VIAGRA 
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Entrepreneurs 

ture  capitalists,  who  were  investing 
companies  that  touched  on  the  open 
source  arena  and  wanted  to  protect  then 
selves  (and  their  customers)  from  legal  pi 
falls.  "A  lot  of  people  who  could  take  tl 
best  advantage  of  open-source  softwai 
were  very  nervous,"  says  Larry  S.  Bohi 
partner  at  General  Catalyst  in  Cambridg 
Mass.,  an  early  investor  in  Black  Duel 
Levin  has  raised  $17  million  so  far,  sellin 
around  30%  of  the  equity  to  the  likes  ( 
Intel,  Red  Hat  Software  and  Fidelity  Ver 
tures,  all  heavily  committed  to  ope 
source.  With  a  staff  of  35,  Black  Due 
released  its  first  products  in  May  2004  an 
says  it  has  $5  million  or  so  in  contract 
likely  to  close  by  the  end  of  this  year. 

Black  Duck's  main  offering,  protexl 
(IP,  as  in  "intellectual  property"),  contains 
library  of  open-source  programs  that  soft 
ware  writers  frequently  incorporate  int< 
larger  applications.  The  programs  rang 
from  complex  instructions  for  displayinj 
pop-up  windows  to  a  36-line  memory 
management  utility  from  the  open-soura 
game  Rooms  of  Doom  that  software  writ 
ers  love  because  it's  more  compact  than  th 
72-line  alternative.  If  the  borrowed  open 
source  code  is  integral  to  a  larger  program 
that  program  becomes  a  "derivative  work,' 
subject  to  various  claims — e.g.,  the  Beer 
ware  License  ("Use  my  code,  but  buy  me  £ 
brewski  when  you're  in  town")  or  the 
unenforceable  license  that  gives  male  soft 
ware  writers  a  free  ride  but  requires  female 
users  to  send  a  picture  of  themselves. 

Levin's  software  scans  a  given  pro 
gram,  looking  for  strings  of  code  that 
might  be  open  source,  then  identifies  the 
licenses  that  apply.  It  can  also  pinpoint 
who  owns  them  and  give  guidance  on 
whether  the  problem  can  be  fixed  by 
licensing  the  code — or  by  scrapping  and 
rewriting  it.  Fees  for  protexIP  start  at 
$25,000  a  year  and  can  run  into  the  hun 
dreds  of  thousands  of  dollars. 

Black  Duck  doesn't  have  a  lock  on  this 
racket.  A  West  Coast  rival,  two-year-old 
Palamida,  has  raised  $5  million  and 
recently  signed  Cisco  as  a  customer 
Palamida  also  searches  for  other  types  of 
files,  including  video  and  audio,  fertile  ter 
ritory  for  lawsuits.  Levin  says  there' 
plenty  enough  litigation-avoidance  busi- 
ness to  go  around.  F 


Digital  Tools 


Hi-Def  Video- 
Yours  for  Less 


PLANNING  A  PERSONAL  REALITY  SHOW  CALLED  MY 
Amazing  Kids  or  My  Humdrum  Life  and  recording  it  in 
glorious  high  definition?  Well,  round  up  some  tape  and 
start  shooting:  The  cost  and  weight  of  a  camcorder  for 
that  production  just  got  cut  by  more  than  half. 
Late  last  year  Sony's  initial  consumer  HD  unit,  the  HDR-FX1 
(FORBES,  Dec.  13,  2004),  went  for  $3,700  and  weighed  more  than 
5  pounds.  But  that  model's  newborn  little  brother,  the  HDR-HC1, 
is  a  1.75-pound  package  you  can  find  for  about  $1,750.  If  you  want 
high-definition  memories  you'll  be  proud  to  display  on  your  big, 
new  wide  screen,  this  just  may  be  the  camcorder  for  you. 

The  HC1  has  the  point-and-shoot  automatic  exposure,  focus 
and  stabilization  features  you'd  expect  to  find  in  any  consumer 
model.  A  reasonably  large  external  touchscreen  serves  up  the 
images  along  with  a  broad  menu  of  options  both  useful  and 
frivolous,  and  the  internal  color  LCD  viewfinder  is  bright  and 
crisp.  Though  it's  a  bit  heavier  than  many  standard  digital  cam- 
corders, the  HC1  is  exceptionally  well-balanced  in  the  hand.  And 
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Shooting  video 
in  high  definition 
just  got  cheaper 
and  easier 
's  new 
camcorder  costs 
less  than  $2,000 
and  weighs  less 
than  2  pounds. 


thanks  to  the  miracle  of  con 
pression,  the  wide-screen  higl 
definition  video  it  can  captu 
looks  far  better  than  wh 
you'll  get  from  a  standai 
model — even  though  it  recon 
on  the  exact  same  one-hoi 
Qnmi'c  HOUf  MiniDV  tapes. 

Going  one  step  beyond  i 
hi-def  forebear,  the  new  mod 
includes  a  Sony  standby  th; 
happens  to  be  my  alltime  fi 
vorite  camcorder  goodie: 
spot-metering  mode  that  le 
you  simply  touch  the  portion 
the  screen  that  you  want  to  e: 
pose  for.  If  you're  in  Chartres  Cathedral,  you  might  touch  a  sler 
der  column  to  get  the  right  setting  for  the  interior,  then  poke 
pane  to  capture  the  exquisite  stained  glass.  The  same  trick  is  al 
available  for  spot  focus,  but  it's  nowhere  near  as  useful. 

This  particular  camcorder  goes  on  to  include  useful  option 
rarely  seen  on  consumer  models.  When  you're  worried  about  tilt 
ing  a  shot  askew,  you  can  summon  a  tic-tac-toe  grid  to  help  lin 
things  up.  Black-and-white  striping  on  bright  areas  of  the  imag 
can  show  you  which  items  are  likely  to  come  out  overexposed. 

The  unit  takes  snapshots,  too,  using  Memory  Stick  Du 
cards  to  record  2.8-megapixel  photos  that  look  as  good  as  an 
I've  ever  taken  from  a  camcorder.  There's  a  pop-up  flash  to  helj 
in  low  light.  Unlike  most  camcorders,  this  one  comes  with  a  len 
hood  to  help  reduce  flare;  unlike  many  lens  hoods,  this  one  cai 
stay  on  the  camera  when  you  put  on  the  lens  cap. 

Manual  settings  abound.  Slide  a  switch  one  way  and  insteac 
of  using  a  lever  or  LCD  panel  buttons,  you  can  zoom  in  and  ou 
by  turning  a  ring;  slide  it  the  other  way  and  you  can  use  the  rinj 


Sony  HDR-HCI: 
High  definition  that 
won't  break  your 
back  or  the  bank. 
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TOSHIBA 

Don't  copy.  Lead.* 


Inefficient  printers  are  bad.  Especially  for  business.  They  steal  your  time,  money  and  resources— sometimes 
right  from  under  your  nose.  Toshiba's  Encompass™  helps  you  uncover  hidden  costs,  identifies  inefficiencies  and 
gives  you  the  tools  and  strategies  you  need  to  put  an  end  to  the  stealing.  To  learn  more  go  to  endthestealing.com 


Digital  Tools 


for  manual  focusing.  Press  a  button  and  you  activate  a  handy  lit- 
tle lever  for  overriding  the  camera's  automatic  exposure. 
Another  button  lets  you  get  close  to  small  objects  with  the  tele- 
photo.  The  touchscreen  lets  you  adjust  audio  volume;  dedicated 
dials  would  be  a  lot  handier. 

The  HC1  can  record  and  play  standard-def  MiniDV  tapes  and 
will  play  high-def  tapes  on  standard  TVs  when  you  don't  have 
an  HD  TV  handy.  But  coupled  to  a  high-def  monitor' it  dazzles 
you  with  its  output.  Leaves  and  grass  that  look  like  undifferenti- 
ated mush  in  most  standard-def  signals  stand  out  separately 
here.  The  fuzzy  edges  of  red  areas  that  are  a  standard-def  tradi- 
tion simply  go  away. 

There  are  a  few  caveats.  As  with  most  camcorders,  the  widest 
angle  is  not  particularly  wide;  Sony  offers  wide-angle  and  tele- 
photo  adapters  I  wasn't  able  to  test.  Although  the  built-in  stereo 
microphones  work  better  than  most,  they  also  pick  up  a  good 
bit  of  motor  whine  from  the  tape  drive.  Autofocus  seems  a  bit 
slow  and  occasionally  misses  the  mark;  fortunately  manual 
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focus  lets  you  blow  up  the  picture  for  a  closer  look.  The  attac 
ment  shoe  uses  the  latest  in  a  long  line  of  proprietary  Sony  col 
nectors  that  the  company  loves  a  lot  more  than  its  customers  d 
But  the  HCl's  high-definition  mode,  known  as  HDV,  is  fai 
becoming  a  standard  that  popular  computer  editing  softwa; 
can  handle.  I  easily  transferred  video  from  the  camera  to  a 
iMac  via  a  FireWire  cable  and  edited  it  with  Apple's  novici 
friendly  iMovie;  I  could  have  done  it  with  the  company's  profe 
sional-grade  Final  Cut  Pro.  After  iMovie  sent  my  director's  a 
back  to  the  camera  (which  took  a  while),  the  video  looked  evet 
bit  as  crisp  as  it  did  when  I'd  started — but  mercifully  short< 
and  snappier. 

What's  needed  now?  Recordable  high-definition  discs.  Let 
hope  the  needless  scrimmage  between  the  competing  Blu-R; 
and  HD-DVD  high-def  disc  formats  gets  settled  as  quickly  as  Sor 
has  managed  to  bring  hi-def  recording  to  the  realm  of  afforc 
ability.  Warring  consumer  electronics  factions  should  give  us  on 
format  to  store  our  memories  the  way  we'll  record  them. 


Xtreme  Cam 


When  you  hear  the  term  "hands  free,"  you  tend  to 
think  of  cell  phones.  But  now  there's  another 
device  with  a  hands-free  mode:  a  little  camcorder 
with  an  extra  lens  you  can  strap  to  your  head  or  your  arm 
while  making  like  Lance  Armstrong  or  Tony  Hawk.  The 
gizmo  weighs  just  4  ounces  and  easily  fits  into  a  belt  case 
or  shirt  pocket. 

Samsung's  $550  Sports  Camcorder  SC-XI05L,  more 
cutely  known  as  the  "Miniket,"  can  record  and  play  video, 
photos  and  audio  via  Memory  Stick  Pro  cards  or  its  own 
built-in  5I2K  of  flash  memory.  It's  so  small  it's  likely  to 
wow  your  friends— until  they  fool  around  with  it.  The  con- 
trols are  hard  to  get  used  to;  a  dearth  of  buttons  means 
that  you  have  to  remember  awkward  tricks  like  using  the 
zoom  control  to  pick  items  from  menus. 

But  the  video  and  audio  aren't  wonderful.  The  unit  is 
so  light  that  it's  hard  to  hold  steady,  and  the  image  stabi- 
lization doesn't  help  much.  The  top-mounted  microphone 
gets  the  cameraperson's  audio  but  picks  up  almost  noth- 
ing from  the  subject.  The  lack  of  an  internal  viewfinder 
makes  it  hard  to  frame  your  shots  outdoors  on  bright  days. 

Stills  top  out  at  800x600  pixels— less  resolution  than 
you  get  from  many  cell  phone  cams— and  are  full  of  optical  fuzz  and  spurious  speckles.  You  can  use  the  unit  as  an  MP3  player, 
but  it  forces  you  to  transfer  tunes  on  a  primitive  file-by-file  basis. 

The  extension  lens  is  what  makes  this  thing  unique.  After  you  squeeze  it  into  a  rubber  holder,  you  attach  the  holder  to  an  elas- 
tic headband  or  armband.  A  long  cable  runs  to  the  camcorder,  and  the  extension  lens  has  a  mike  of  its  own  that  captures  your 
every  "yee-hah!" 

The  nonzooming  wide-angle  extension  lens  is  designed  to  catch  whatever  is  in  front  of  it,  since  you  won't  be  watching  the 
screen  while  performing  daredevil  feats.  It  could  be  amusing  for  skateboarders  or  skiers  who  can  manage  to  adjust  the  cables 
to  keep  from  interfering  with  their  activities,  don't  care  much  about  image  quality  and  can  persuade  their  friends  that  an  elastic 
headband  with  a  lens  on  it  is  the  height  of  cool,  which,  hey,  it  just  might  be.  Others  will  be  better  off  with  a  camcorder  that 


delivers  better  image  quality  from  a  lens  that 
lives  in  the  usual  place.  —S.M. 


"pVlfllf*^    Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo.  which 
L—m^LL*~  -     appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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Identity 


I  t's  the  fastest-growing  crime  in  the  United  States,  annually 
I  costing  9  million  to  10  million  victims  —  and  the  organizations 
I  with  which  they  do  business  —  more  than  $50  billion.  But  com- 
anies  that  maintain  and  share  personal  data  are  doing  plenty 
3  prevent  it.  Here's  how  you  —  and  your  company  —  can  help. 


\  few  large-scale  computer-based  heists  notwithstanding, 
entity  theft  remains  chiefly  a  personal  crime.  Fully  half  of 
S.  identity  theft  and  the  fraud  resulting  from  it  is  com- 
tted  by  victims'  family  members,  friends  and  neighbors, 
cording  to  Javelin  Strategy  &  Research's  2005  Identity 
aud  Survey  Report. 

'ID  theft  not  only  impacts  individuals,  but  their  employers 
well,"  notes  Thomas  Chapman,  chairman  and  chief  execu- 
'e  officer  of  Equifax.  "The  process  of  cleaning  up  the  damage 
used  by  ID  theft  can  lead  to  hours  of  lost  productivity." 
Vet,  ID  theft  also  remains  a  mostly  low-tech  crime.  Less  than 
%  of  the  identity  information  used  fraudulently  was  obtained 
Jine,  the  Javelin  study  indicates.  More  conventional  methods 
■  lost  or  stolen  wallets,  theft  of  paper  mail,  sticky-fingered 
nily  or  friends  —  are  not  only  far  more  common,  account- 
s' for  upwards  of  68%  of  ID  thefts,  but  often  result  in  higher 
ises  than  online  ID  crime. 


Protecting  Electronic  Payments  Works 

Last  year,  for  the  first  time  ever,  electronic  payment  transac- 
tions in  the  U.S.  exceeded  paper-based  check  payments,  accord- 
ing to  the  2004  Federal  Reserve  Payments  Study.  So  it's  not  sur- 
prising that  the  most  prevalent  form  of  identity  fraud  involves 
credit  cards.  Nevertheless,  the  percentage  of  identity  fraud 
involving  credit  cards  has  dropped  dramatically  in  the  last 
couple  of  years  —  from  41%  in  2002  to  just  28%  in  2004, 
according  to  the  Federal  Trade  Commission  {National  and  State 
Trends  in  Fraud  &  Identity  Theft,  January-December  2004). 

Certainly,  the  efforts  of  the  major  credit  card  payment  sys- 
tems have  helped.  Visa,  for  instance,  operates  a  global  transac- 
tion processing  network  that  provides  better  than  99.999%  reli- 
ability while  settling  nearly  100  million  transactions  a  day. 

"Visa's  approach,"  says  Susanne  Lyons,  executive  vice  presi- 
dent and  chief  marketing  officer  for  Visa  USA,  "has  focused  on 
developing  layer  upon  layer  of  fraud  tools  and  protections, 


VISA  SECURITY  PROGRAM 

A  MULTI-LAYERED  APPROACH 
TO  PAYMENT  CARD  SECURITY. 


Zero  Liability: 

Helps  cover  fraudulent  purchases. 

In  the  event  of  loss  or  theft,  you  will 
not  be  held  responsible  for  purchases 
on  your  card  that  you  did  not  make. 


Continuous  Monitoring: 

Helps  detect  fraud. 

Visa  continually  monitors  your 
account  for  fraudulent  activity. 


ID  Theft  Assistance: 

Helps  access  24-hour  support. 

Visa  provides  access  to  a  24-hour 
hotline  to  help  cardholders  who  have 
become  victims  of  identity  theft. 


Verified  by  Visa: 

Helps  prevent  online  fraud. 

A  personal  password  you  create  helps 
assure  that  only  you  can  use  your  card 
at  participating  online  stores. 


3-Digit  Code: 

Helps  distinguish  your  card. 

A  unique  3-digit  number  on  the  back  of 

your  card  helps  to  ensure  that  you 
are  actually  in  possession  of  the  card 
during  phone  and  online  transactions. 


VISA 
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including  Continuous  Fraud  Monitoring 
and  ID  Theft  Assistance." 

The  company's  neural  network-based 
early  warning  systems,  risk  management 
tools,  security  policies  and  programs,  use 
of  smart-card  technology  and  collabora- 
tion with  other  organizations  (such  as 
launching  the  Phish  Report  Network  with 
Microsoft,  eBay  and  Whole  Security)  add 
up:  fraud  now  represents  less  than  one- 
tenth  of  1%  of  total  Visa  card  volume. 

"The  ultimate  protection  for  cardhold- 
ers," adds  Lyons,  "is  our  guarantee  that  they 
won't  be  liable  for  fraudulent  purchases." 

Preventing  ID  Theft 
&  Fraud:  The  10  Best 
Practices 

Like  all  people  who  steal,  identity 
thieves  seek  the  easiest  mark.  Here  are 
some  steps  to  take  to  protect  yourself 
against  them: 

What  individuals  can  do.  Despite  com- 
panies' efforts  to  protect  sensitive  data  and 
transactions,  most  ID  theft  and  fraud  is 
uncovered  by  individual  victims.  Fortu- 
nately, there's  plenty  that  individuals  can 
do  to  both  prevent  identity  theft  and 
fraud  and  detect  it  promptly  should  it 
happen  to  them: 

A  Go  electronic.  This  means  checking 
financial  statements  online  (at  least 
once  a  week),  paying  bills  online  when- 
ever possible,  signing  up  for  direct 
deposit  of  your  paychecks,  and  cancel- 
ing paper-based  statements  and  bills. 
Why:  (1)  Research  points  to  paper 
records  and  mail  as  the  source  of  many 
ID  thefts,  whereas  the  Internet  is  the 
vector  in  just  a  small  fraction  of  cases. 
(2)  Electronic  detection  of  ID  fraud  is 
faster  (18  days  versus  114  for  discov- 
ery via  paper-based  statements)  and 
losses  are  lower. 

A  Use  e-mail-based  alerts  to  review  your 
credit  report  and  monitor  account  pay- 
ments, withdrawals,  transfers  and 
low  balances. 

Why:  ID  fraud  committed  via  new 
accounts  is  tough  to  self-detect  and  usu- 
ally costs  victims  more  than  fraud  involv- 
ing existing  accounts.  Equifax,  for 
instance,  offers  services  that  track  all  three 
credit  reporting  agencies  and  send  alerts 
about  key  changes  within  24  hours. 


A  If  you  have  no  access  to  oni 
accounts,  review  paper  bank  a 
credit  card  statements  monthly  a 
look  out  for  missing  bills  or  stateme 

A  Shred  sensitive  paper  document!, 
well  as  expired  credit  cards. 

A  Pick  up  your  paper  mail  promp 
and  put  sensitive  outgoing  paper  m 
in  a  secure  mailbox. 

A  Protect  sensitive  information  and  a 
uments  from  the  prying  eyes  offam 
friends,  neighbors  and  dome! 
employees.  This  includes  PINs,  p; 
words,  bank  statements,  paper  che 
and  Social  Security  cards. 

A  Do  not  carry  identifying  data  —  si 
as  your  Social  Security  number,  Pi 
or  passwords  —  in  your  wallet 
pocketbook. 
Wiry:  research  indicates  more  ID  tr 
occurs  as  a  result  of  lost  or  stolen  v 
lets  than  from  any  other  cause. 

A  Report  lost  or  stolen  credit  ca 
immediately  and  cancel  any  inact 
credit  card  accounts. 

A  Do  not  click  on  any  Internet  links 
e-mail  messages  from  financial  ins 
tutions  or  other  companies  with  wh 
you  do  business;  instead,  type 
address  you  already  know  into  yo 
browser  to  make  online  contact. 
Why:  ID  thieves  using  scams  w 
fake  but  legitimate-looking  Interi 
addresses  are  likely  "phishing"  for  yc 
personal  data. 

A  Install  and  faithfully  update  firewt 
anti-virus  software  and  anti-spywa 
Why:  this  security  software  can  prot 
your  computer  and  the  sensitive  d; 
residing  on  it  from  most  criminal  attac 
As  organizations  of  all  types  transiti 

from  paper-based  to  online  record-keepii 
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A  MULTI-LAYERED  APPROACH  TO  PAYMENT  CARD  SECURITY. 

Visa  has  many  ways  of  protecting  your  card.  For  instance,  if  your  card  is  fraudulently 
used  to  make  purchases,  you  will  not  be  held  responsible.  Visa  also  constantly 
monitors  your  account  to  detect  suspicious  or  unusual  activity.  In  addition,  we 
provide  access  to  identity  theft  assistance.  Visa  can  even  confirm  your  identity 
when  you're  shopping  online.  It  all  adds  up  to  protection.  Layer  upon  layer  of  it. 

VISA.COM/SECURITY 


Covets  U.S.  issued  cards  only.  Visa's  Zero  Liability  Policy  does  not  apply  to  commercial  card  or  ATM  transactions,  or  to  PIN 
transactions  not  processed  by  Visa.  Notify  your  financial  institution  immediately  of  any  fraudulent  use.  Verified  by  Visa  is  not 
available  with  all  cards  and  requires  online  activation  and  use  at  a  participating  online  merchant.  For  additional  restrictions, 
limitations,  and  information  relating  to  Visa  security  features,  see  your  cardholder  agreement  and  go  to  visa.com/security. 


EQUIFAX 

Protecting  Employees, 
Customers  ... 
and  Yourself 

With  the  increase  in  identity 
theft,  Equifax  has  developed 
a  series  of  programs  and 
tools  designed  to  help  you 
proactively  protect  your  credit 
standing. 

Take  Control  of  Your  Credit 

is  an  Equifax  free  credit 
education  program  available 
in  English  and  Spanish  at 
www.mycrediteducation.com. 
Its  monthly  e-mail  newsletter, 
available  at  Equifax.com,  pro- 
vides updates  on  managing  and 
protecting  your  credit 

The  free  Equifax  Toolbar  helps 
protect  against  identity  theft  via 
phishing  by  warning  consumers 
before  they  visit  a  fraudulent 
Web  site. 


Most  important,  Equifax  offers 
comprehensive  identity  theft 
protection  products  that  are 
best-in-class.  Its  premium  service, 
Equifax  Credit  Watch™  with 
3-in-1  Monitoring,  alerts  you 
within  24  hours  of  key  changes 
to  any  of  your  three  nationwide 
credit  reports.  This  in-depth  ser- 
vice provides  online  dispute 
guidance  to  clear  up  errant 
and/or  fraudulent  information 

Equifax  also  offers  programs 
that  help  businesses  protect 
their  employees  and  their  cus- 
tomers, including  proactive 
value-added  programs  and 
emergency  services  in  response 
to  lost  or  stolen  information 


www.equifax.com 


EQUIFAX 
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there's  much  they  can  do  to  protect  the 

sensitive  personal  data  of  employees  and 

customers  that  has  been  entrusted  to  them: 

A  Store  sensitive  data  in  databases  and 
data  storage  environments  secured  via 
defense-in-depth  systems  and  tech- 
niques. Be  sure  to  secure  all  computer 
systems  —  including  mobile  devices 
like  laptops  and  PDAs  —  that  contain 
sensitive  data. 

A  Store  paper  documents  and  microfiche 
in  spaces  that  are  secured  and  monitored 

A  Develop  a  comprehensive  privacy 
policy  that  articulates  how  sensitive 
data  should  be  collected  and  used. 
1  his  includes  establishing  a  data  col- 
lection policy  based  on  the  idea  that 
you  collect  only  the  information 
unequivocally  needed  to  do  business 
—  do  you  really  require  Social  Securi- 
ty numbers  or  full  birth  dates?  This 
also  includes  assigning  roles  and 
responsibilities,  honing  n  response 
plan  to  deal  with  questions  and  com- 
plaints, and  creating  a  crisis-manage- 
ment plan  in  the  event  of  loss,  theft  ot 
electronic  breach. 

A  Pay  as  much  attention  to  disposing  of 
sensitive  data  as  to  collecting  it.  Elec- 
tronic files  should  be  "wiped"  using 
special  sofrwate.  disks  and  CPs  should 
be  destroyed,  paper  documents  should 
be  shredded  using  cross  cut  shredders, 
and  dumpsrers  should  be  locked  and 
not  publicly  accessible 

A  Develop  a  policy  limiting  display  and 
disclosure  of  sensitive  data  on 
documents,  badges,  paychecks  and 
timesheets.  Do  nor  use  Social  Secnriry 
numbers  .is  -my  sort  of  personal  iden 
tifiet  for  any  purpose. 

A  Carefully  craft  and  execute  an  orga- 
nizational security  policy  that  estab- 
lishes who  is  allowed  access  to  sensitive 
data  and  under  what  conditions  such 
access  is  allowed.  Acct  ss  ro  sensitive 
data  should  be  limited  to  a  need  to 
know  basis,  and  penalties  for  unau 
tnorized  access  or  browsing  should  be 
strict  and  severe. 

A  Deploy  systems  that  constantly  monitor 
and  audit  your  organizations  collection 
and  use  of  sensitive  data.  Conduct 
unannounced  spot  checks  and  reward 
those  who  adhere  to  best  practices. 


A  Check  employee  backgrounds.  Th 
especially  important  for  those  v 
access  ro  sensitive  information 
those  with  access  to  areas  where  se 
rive  informanon  resides  (such  as  cl< 
ers,  contractors,  temp  workers). 

A  Undertake  regular  staff  training 
privacy  and  security  policy  t. 
responsibilities.  Don't  forger  to  inci 
contractors  and  temps. 

A  If  a  security  breach  involving  sensi 
information  occurs,  notify  affected 
tomers  and/ or  employees.  In  com 
ance  with  California  law  (Civil  C 
1798  29  and  1798  82-1798.84) 


I  his  doesn't  have  to  be  daunting 
services  are  available  to  help  organizari 
protect  against  identity  theft  and  fra 
Equifax,  for  instance,  provides  soluti 
that  authenticate  identities  online,  ai 
mate  online  risk  and  fraud  assessment ; 
identity  authentication,  predicr  fr; 
potential,  spot  high-risk  applicants  w 
w?rranr  further  investigation  and  h 
companies  rnmply  with  governm 
screening  regulations. 

"In  this  day  and  age,  says  Fquif 
Chapman,  '  its  shocking  that  peo 
believe  'it  wont  happen  to  me.  "  He  ad 
es  vigilance  for  both  individuals  and  or 
nizations.  Being  notified  within  24  ho 
...  enables  you  to  quickly  and  effecriv 
respond  to  possible  threats,  minimizing 
avoiding  any  serious  damage. 

Written  bv  aimpnblicanons  1 1  C.  {unn'.fli>np"Mir/innr<  < 
provider  of  analytic  and  editorial  consulting  about) 
Kismets  and  re-.bnolnev  issnc  .'nd  'rends. 


VISA 

%  www.visa.com/security 
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EQUIFAX 

www.equifax.com 


dentity  theft  not  onl 
ndividuals,  it  destroys  busin 


Protect  your  company,  your  employees  and  your  customers  with  a 
customized  Equifax  Identity  Theft  Protection  Program. 

It's  in  the  news  every  day,  and  it's  getting  worse.  Identity  theft  puts  your  employee  and  customer 
data  -  not  to  mention  your  company's  reputation  -  at  serious  risk.  And  if  you're  caught 
unprepared,  the  results  could  be  disastrous,  for  both  you  and  your  company:  Negative  press. 
Stock  hits.  Loss  of  time  and'money.  Equifax  can  develop  a  customized  Identity  Theft  Protection 
Program  that  will  prepare  you  to  safeguard  your  employees,  your  customers  and,  ultimately, 
your  business.  To  learn  more,  call  1 .866.505.4441  or  visit  www.equifax.com/forbes. 


Equifax  is  a  registered  trademark  and  Equifax' Credit  Watch  is  a  trademark  of  Equifax  Inc. 
Copyright.©  2005,  Equifax  Inc.,  Atlanta,  Georgia.  All  rights  reserved. 
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FLEMING'S  PRIME  STEAK  HOU  SE  &  WINE  BAR 

Whether  you're  hosting  an  intimate  party  or  require  a  private  dining  room  for  a  larger 
gathering,  Fleming's  will  custom-tailor  an  event  worthy  of  the  occasion.  Choose  a  menu  with 
our  prime  steaks  or  other  selections  paired  with  wines  from  our  award-winning  list. 
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Teeth  While  U  Wait 

Chances  are  you  will  lose  a  few  teeth.  A  new  but  pricey  procedure 
replaces  them  without  the  suffering  By  Evan  Hessel 


MERICANS  LOSE,  ON  AVERAGE, 
12  teeth  by  age  50,  mostly  from 
gum  disease  or  bacterial  decay. 
Live  another  15  years  and  there 
is  a  30%  likelihood  you  will 
lave  no  teeth  at  all,  according  to  a  study 
by  the  U.S.  Surgeon  General. 

As  frightening  as  those  statistics  are, 
he  standards  of  care  for  tooth  replace- 
nent  are  equally  horrifying.  Dentists  typ- 
cally  replace  a  single  tooth  by  grinding 
lown  the  abutting  two  teeth  and  attachi- 
ng a  bridge.  Bridges  typically 
ast  five  to  ten  years,  so  a 
younger  patient  may  go 
hrough  several  in  his  life- 
:ime,  at  $800  to  $1,400  per 
tooth.  For  those  missing 
whole  rows  of  teeth,  the  stan- 
dard of  care  is  a  drool-induc- 
ing removable  denture.  A  bit 
closer  to  the  real  thing  are 
dental  implants,  fake-tooth- 
tipped  titanium  screws 
drilled  into  the  jawbone,  but 
these  require  two  to  three 
painful  surgeries  and  months 
of  healing  time. 

Now  a  number  of  dental 
technology  outfits  are 
jimproving  on  these  proce- 
dures, sparing  patients  pain  and  dysfunc- 
tion. Chief  among  them  is  Swedish  dental 
implant  maker  Nobel  Biocare,  which 
received  Food  &  Drug  Administration 
approval  last  May  for  Teeth  in  an  Hour,  a 
quick,  minimally  invasive  procedure  for 
replacing  several  to  all  of  a  patient's  teeth. 

It  works  like  this:  Dentists  take  a  com- 
puterized tomography  scan  of  a  patient's 
mouth  (CT  scanners  are  becoming  com- 
mon in  dental  suites)  and  analyze  the 
jawbone,  using  software  developed  by 


Nobel.  Nobel's  Swiss  factory  uses  these 
plans  to  make  a  stencil-like  mouthpiece, 
predrilled  with  tiny  holes  to  guide  the 
dentist  through  the  surgery.  Once  the 
patient  is  in  the  chair,  the  doctor  can  affix 
a  set  of  new  chompers  in  about  an  hour. 

Frank  Letcher  had  been  wearing  a 
removable  denture  in  place  of  his  upper 
teeth  for  a  year  when  his  doctor  suggested 
he  try  the  Nobel  procedure.  "I  couldn't 
talk  without  mumbling  because  of  the 
thing,"  recalls  Letcher,  a  56-year-old  high 


school  baseball  coach  in  Los  Angeles.  So 
he  reported  to  his  dentist's  office  for  a 
series  of  CT  scans.  When  Letcher  returned 
one  month  later,  an  oral  surgeon  numbed 
him,  slid  the  surgical  guide  onto  his  gums 
and  punched  six  4-millimeter  holes.  He 
then  screwed  in  titanium  implants  and 
affixed  to  them  a  permanent  denture  of 
perfect  acrylic  teeth,  also  manufactured 
by  Nobel.  The  entire  process  took  45 
minutes. 

Though   originally  designed  for 


entirely  toothless  patients,  Teeth  in  an 
Hour  is  also  approved  for  those  needing 
to  replace  individual  teeth.  (In  those  cases 
a  ceramic  crown  is  attached  directly  to  the 
titanium  screw.)  The  only  requirement 
for  patients  undergoing  the  procedure  is 
sufficient  bone  density  to  withstand  the 
drilling. 

Currently  there  are  75  dentists  in  the 
U.S.  performing  Teeth  in  an  Hour, 
though  Nobel  estimates  it  will  train  400 
this  year  at  dental  conferences  and  uni- 
versities. Nobel  is  pitching 
the  procedure  to  general 
dentists,  in  addition  to  spe- 
cialists such  as  periodon- 
tists and  prosthodontists, 
touting  computer-guided 
surgery  as  a  procedure  that 
eliminates  nearly  all  possi- 
bility of  error.  "With  this 
technology  anybody  can  do 
an  implant,"  says  Jonathan 
Ferencz,  a  prosthodontist 
and  professor  at  New  York 
University  College  of  Den- 
tistry, as  well  as  a  paid 
adviser  to  Nobel  Biocare. 

Teeth  in  an  Hour's  big 
problem  is  its  cost:  $2,000 
to  $3,000  per  implant,  or  as 
much  as  $60,000  for  the  entire  mouth. 
(Letcher,  the  high  school  coach,  got  the 
guinea  pig  rate:  He  did  not  pay  for  his 
treatment.)  Most  insurance  plans  do  not 
cover  the  entire  cost  of  dental  implants. 

But,  insists  Nobel's  chief  executive, 
Heliane  Canepa,  "We  are  not  nickel-and- 
diming  with  the  price.  This  is  what  people 
want."  Nobel  grossed  $480  million  last 
year,  netting  $120  million.  This  year  it 
expects  revenue  to  surpass  $580  million 
and  profits  to  hit  $195  million.  F 
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340  horsepower,  5.7-liter  HEMI®  V8  engine  >  390  Ib-ft  of  torque  >  All-speed  traction  control  >  Electronic 
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The  Dealmaker 


Every  era  has  its  prized 
commodity,  cherished  for  its 
value  and  utility— gold  in  the 
1850s,  oil  in  the  1870s,  water 
out  West  in  the  1940s. 
Ours  is  data. 

But  a  mountain  of  raw  data 
is  as  useless  as  one  of 
unmined  gold.  The  biggest 
Internet  fortunes  are  being 
made  by  those  who  have 
figured  out  how  to  sift  out  only 
the  data  they  need.  Some  are 
retailers  wanting  to  snag 
customers,  some  marketers 
looking  for  telling  patterns, 
some  consumers  looking  to 
buy  the  right  gizmo  or  just 
build  on  what  they  know. 

In  our  seventh  annual 
E-Gang,  we  present  the 
Masters  of  Information— those 
entrepreneurs  and  companies 
figuring  out  how  to  separate 
the  gold  from  the  gravel  on  the 
Web.  Search  technology  has 
grown  so  broad  and  deep  that 
it  is  the  basis  for  a  range  of 
new  businesses,  delivering 
intelligence  via  computers,  cell 
phones  and  other  smart 
devices.  The  theme  song  for 
these  pioneers?  "Give  'Em 
What  They  Want." 

—Elizabeth  Corcoran 


FOR  MOST  OF  HIS  CAREER  THE 
fearsome  Barry  Diller  has 
been  acclaimed  as  a  brilliant 
visionary  who  invented  the 
TV  movie  of  the  week,  ran 
Paramount  Pictures  and  cre- 
ated a  fourth  broadcast  net- 
work when  the  Big  Three  dominated  the 
dial.  Today  Diller,  chairman  of  IAC/Inter- 
ActiveCorp,  controls  an  enviable  array  of 
Web  sites  with  overlapping  sweet  spots  in 
three  markets:  travel,  home  buying  and 
people  who  still  go  out  on  dates. 

So  how  did  he  get  here?  By  having  no 
grand  vision  at  all.  "We're  just  oppor- 
tunistic." Ask  what  the  Next  Big  Thing  on 
the  Web  will  be  and  he  says,  "I  have  no 
clue."  As  for  his  pile  of  properties:  "We 
discovered  them  in  the  serendipitous  way 
that  things  can  happen." 

Diller,  63,  says  his  Internet  foray  is  far 
from  finished — and  that  investors  are 
making  a  mistake  by  turning  their  backs 
on  the  Net.  "I'm  not  finished,  because  I'm 
still  curious,"  he  says.  "The  revolution  of 
the  Internet  is  not  over.  There's  opportu- 
nity, and  if  you're  curious  and  there's 
opportunity,  who  knows  what  kind  of 
trouble  you  can  get  into?" 

He  began  his  online  odyssey  in  1992 
when  he  quit  Fox  and  fell  in  love  with  his 
PowerBook  laptop.  The  only  thing  he 
knew  for  certain,  he  says,  was  that  every- 
thing was  about  to  change.  A  year  later  he 
was  profiled  in  the  New  Yorker — and  in 
8,100  words  the  Internet  wasn't  men- 
tioned a  single  time.  He  thought  interac- 
tive TV  was  the  key,  joining  QVC  and  later 
acquiring  Home  Shopping  Network. 

But  in  1999  he  made  his  first  big  Web 
purchase,  paying  $245  million  for 
Hotels.com.  He  wasn't  sure  why:  "It  was 
nothing  but  instinct."  Diller  had  opposed 
the  idea  but  was  pushed  into  it  by  a  min- 
ion on  his  staff,  a  strategic  planner  who 
hadn't  yet  hit  30  (Dara  Khosrowshahi, 
now  36  and  chief  executive  of  Expedia, 
which  split  off  from  IAC  last  month).  "We 
have  raging  discussions,"  Diller  says,  and 
employees  have  "no  fear  about  calling 


their  chairman  an  idiot.  And 
their  chairman  likes  to  hear  it 
because  it  makes  him  listen." 
Good  thing:  Hotels.com  throws 
off  $170  million  a  year  in  free 
cash,  valuing  it  at  $3  billion. 

By  2002  Diller  had  dropped 
his  old  focus  on  television  to 
begin  loading  up  on  Web  sites. 
IAC  sold  off  the  USA  Network 
and  other  cable  assets  to  Vivendi 
Universal  for  $11  billion,  hold- 
ing on  to  a  5%  Vivendi  stake 
(which  brought  $3.4  billion  in  a 
sale  to  NBC  earlier  this  year). 
Going  online,  IAC  has  acquired 
all  or  part  of  19  Web  sites  in 
four  years  for  a  total  of  upward 
of  $10  billion.  The  push  started 
with  a  move  to  buy  a  65%  stake 
in  Expedia  from  Microsoft  for 
$1.5  billion. 

In  2003  Diller's  shopping 
spree  picked  up.  In  travel  he 
bought  the  rest  of  Expedia,  the 
rest  of  Hotels.com  and  the 
Hotwire  discount-travel  site.  IAC 
also  acquired  a  dating  site  and, 
for  home  buyers,  RealEstate.com 
and  LendingTree.com.  Still  more 
deals  came  last  year. 

Diller  made  one  of  his  bold- 
est bets  in  July,  when  IAC  paid 
$1.9  billion  in  stock  to  buy  an 
also-ran  search  site,  Ask  Jeeves. 
All  past  media  business  was 
based  on  scarcity,  but  the  Net  is 
"the  opposite  of  scarcity.  It's 
infinite,  and  global  search  is 
probably  going  to  be  the 
entrance  for  most  people's 
activity,"  Diller  says. 

IAC  now  focuses  on  the  myriad  ways 
people  are  moving  aspects  of  their  daily 
lives  to  the  Net.  "Most  experiences  are  being 
transformed  by  the  Internet,"  he  says.  "That 
transformation  is  at  the  heart  of  everything 
we  do.  We  find  situations  that  are  in  some 
form  of  transformation,  and  we've  been 
lucky  to  dive  into  most  of  them  before  any- 
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The  Internet  has  "transformed" 
his  life,  but  the  prosaic  technology 
of  e-malThasliad  a  big  impact, 
"tooT^lFs  taught  me  to  write." 

BARRY  DILLER,  1AC 


OF  U.S. DOMESTIC  TRAVEL  IS  BOOKED  ONUI 


one  noticed."  The  Net  bubble's 
burst  has  made  this  all  more  af- 
fordable, he  adds. 

Sounds  like  a  vision  to  us. 
Diller  decided  late  last  year  to 
break  up  IAC  into  two  companies 
with  separate  stocks;  shareholders 
approved  the  split,  which  took 
effect  last  month.  One  company, 
Expedia,  owns  the  travel  busi- 
nesses, which  had  accounted  for 
60%  of  total  IAC  earnings.  The 
other,  IAC,  will  include  the  Ask 
portal  and  everything  else.  Diller, 
IAC's  chief  executive,  controls  a 
7%  stake  in  IAC  and  a  7%  stake  in 
Expedia. 

In  the  early  Nineties,  when  he 
quit  Fox,  owned  by  Rupert  Mur- 
doch's News  Corp.,  Diller  had 
tired  of  working  as  a  richly  paid 
employee  and  wanted  to  build  his 
own  empire.  Worth  $345  million 
back  then,  he  has  quadrupled  his 
wealth  to  $1.4  billion  today.  Mur- 
doch is  up  only  60%  in  that  time, 
to  $6.7  billion. 

Now  many  Diller-watchers 
believe  he  is  about  to  complete  his 
transformation  from  TV  titan  to 
Web  mogul  by  peddling  off 
Home  Shopping  Network,  which 
IAC  still  owns,  to  archrival  QVC, 
controlled  by  John  Malone's  Lib- 
erty Media.  Home  Shopping 
could  be  worth  $4.5  billion — a 
nice  windfall  for  buying  still  more 
Web  sites. 

Diller  won't  comment  on 
such  a  deal,  but  during  a  recent 
interview  in  his  New  York  office 
he  sprang  from  his  chair  to  take  a 
phone  call — from  John  Malone. 
"Maybe  he's  making  an  offer," 
Diller  teased.  He  believes  he  pos- 
sesses one  advantage  over  his  old- 
media  brethren:  a  genuine  willingness  to 
dive  into  Internet  ventures  while  the 
media  guys  reluctantly  test  the  waters 
because  they  feel  forced  to.  "We  are  the 
only  ones  who  are  plying  the  Internet  in  a 
microbusiness  fashion,"  Diller  says. 
"That's  either  smart  or  stupid.  Since  we 
are  doing  it,  I'd  like  to  think  it's  smart." 

— Brett  Pulley 
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Dr.  Steve  Timmons,  a  Doctor 
of  Psychology  and  Certified 
Business  Continuity  Professional, 
is  the  Global  Practice  Leader  of 
Enterprise  Survival  Planning 
at  BearingPoint,  a  leading, 
global  management  consultancy. 


What  would  you  do  if  your  company 
experienced  a  terrorist  attack  ...  hurricane 
...  earthquake  ...  hostage  crisis ...  blackout 
...  pandemic  ...  or  episode  of  workplace  violence?  Do 
you  have  a  proven  approach  to  make  sure  your  business 
not  only  survives  but  also  maintains  its  brand  image  and 
competitive  advantage?  !s  it  a  paper  plan  covered  with 
dust?  Or  is  it  a  viable  road  map  with  steps  like  raising 
employee  and  management  awareness,  training  task- 
specific  teams  and  testing  to  ensure  that  it  is  a  living 
organizational  survival  program?  As  an  executive,  have 
you  addressed  the  legal,  moral  and  ethical  obligations 


to  protect  your  stakeholders'  interests  and  ensure  the 
safety  of  your  corporate  family  should  a  crisis  strike? 

Avoid  the  Pitfalls  of  Disaster 

If  you're  not  prepared,  you're  far  from  alone.  Leading 
edge  organizations,  however,  are  realizing  that 
anything  less  than  a  fully  developed  approach  is  not 
enough  in  today's  highly  competitive  environment 
Companies  need  to  know  not  only  that  they  can  recover, 
but  also  that  their  critical  processes  can  survive  a 
disaster.  If  not,  they  risk  immediate,  severe  quantitative 
and  qualitative  impacts  including  loss  of  revenue 
contractual  penalties  and  regulatory  fines,  loss  of  life 
lowered  employee  morale  and  higher  turnover,  brand 
damage,  and  loss  of  competitiveness  and  customer  and 
stakeholder  confidence. 

A  good  enterprise  survival  plan  starts  with  an 
organizational  self-assessment  and  a  strategic  vision  for 
dealing  with  disruptive  events.  How  comprehensive  will 


Advertisement  2 


our  continuity  program  be?  Which  assets  need  special 
planning  to  protect?  Once  you  have  set  and  prioritized 
joals,  you  can  define  a  timetable  for  achieving  them. 
iearingPoint's  "Four  Cornerstones  of  Crisis  Survival" 
!:an  help  companies  reach  their  enterprise  survival  goals 
jihrough  organizational  awareness  and  training,  crisis 
ixommunications  modeling  and  proactive  preparation 
>pf  people  and  programs  to  support  key  personnel 
-land  their  families. 

1 3rganizational  Awareness  and  Training 
Your  organization  should  have  an  executive  crisis- 
management  team  in  place  to  assess  how  to  deal  with  an 
^vent,  as  well  as  emergency-response  and  mission-critical 
.process  continuity,  disaster  recovery  and  business- 
Jjresumption  teams.  Proactive  team-specific  training  and 
"both  internal  and  external  crisis  awareness  programs 
.  iare  vital. 

!  Crisis  Communications  Modeling 
|The  old-fashioned  call  tree  falls  woefully  short  as 
||a  crisis  communications  strategy.  Successful  crisis 
communications  assess  what  needs  to  be  communicated 
to  and  by  whom,  provide  feedback  loops  and  create 
protocols  in  case  communication  is  disrupted  completely. 

Proactive  Preparation  of  People  to  Survive  and  Recover 
Choosing  a  crisis  management  or  response  team  begins 
with  assessing  personality  types,  communication 
preferences  and  special  needs  (like  health  conditions) 
that  affect  how  individuals  will  respond  to  a  disaster. 
Choosing  and  preparing  people  for  the  responsibility 
and  the  pressure  enhances  their  ability  to  steer  the 
company  past  any  crisis. 

Deployment  of  Programs  to  Support  Key  Staff 
Human  resources  departments  can  integrate  disaster 
preparedness,  violence  prevention  and  crisis-support 
teams  into  existing  Employee  Assistance  Programs.  By 
caring  for  personal  and  family  needs  of  key  recovery 
personnel,  such  programs  can  prevent  breakdowns  like 
one  that  happened  at  a  major  transportation  company. 


This  firm  had  a  comprehensive  plan  that  it  tested  twice 
a  year,  but  when  a  major  hurricane  struck,  only  3  of  32 
key  people  showed  up  as  planned  to  travel  to  an  off- 
site  recovery  center  due  to  severe  personal  impacts 
from  the  event. 

An  Outside  Integrated  Approach 

Lacking  the  right  in-house  skills,  many  companies 
neglect  the  human  factors  of  business-continuity 
planning.  However,  a  proven  outside  advisor  can  help 
develop  cost-effective  ways  to  address  people's  needs 
during  a  crisis.  Most  disaster-recovery  consulting  firms 
merely  assist  clients  in  protecting  technology  resources 
and  set  up  very  basic  business-resumption  procedures. 
As  a  leading  management  consultancy,  BearingPoint 
offers  services  that  go  far  beyond  this  level,  including  a 
proprietary  Enterprise  Survival  Planning  methodology. 
For  a  global  financial  services  firm,  for  example,  we 
carried  out  an  executive  strategic-visioning  workshop, 
an  analysis  of  16  major  program  components  and 
program  benchmarking.  BearingPoint  then  created  a 
Prioritized  Blueprint  for  Management  Action,  which 
identified  strategic  and  tactical  survival  steps  that  could 
be  seamlessly  integrated  into  existing  plan  structures. 
This  particular  company  already  has  successfully 
deployed  its  program  through  subsequent  disruptive 
events,  proving  how  this  integrated  approach  dramatically 
increases  the  odds  of  surviving  a  crisis. 


BearingPoint 


To  gain  critical  insight  and  knowledge  regarding 
how  your  organization  can  survive  a  disaster,  go  to: 

BEARINGPOINT  INSTITUTE  for 

Executive  insighT 

www.BearingPointlnstitute.com 

For  more  information  regarding  solutions  for 
Enterprise  Survival  Planning,  visit: 
wwW.BearingPoint.com 
BearingPoint,  Inc. 


The  Shutterbugs 


CATERINA  FAKE  WALKS  THROUGH 
life  using  her  cell  phone  to  snap  pho- 
tos of  whatever  strikes  her  fancy, 
whether  it's  her  husband's  unshaven  mug, 
her  new  co-workers  at  Yahoo  or,  most 
often,  Dos  Pesos,  her  anxious  little  dog. 
The  photos  travel  from  her  phone  to  her 
blog,  by  way  of  the  Web  site  she  and  her 
spouse,  Stewart  Butterfield,  started  one 
and  a  half  years  ago — Flickr,  a  hip  outlet 
for  digital  photos.  Her  Flickr  photos  are 
all  tagged  with  descriptions  like  "our  new 
car"  and  "absurd  conference  call." 

Those  tags  make  Flickr  different  from 
its  rivals  in  online  photo  albums  and  search 
engines  because  all  Flickr  photos  are  intu- 
itively and  easily  searchable.  When  the  big 
search  engines  run  across  a  photo,  all  they 
see  is  an  undifferentiated  clump  of  digital 
bits.  Yahoo's  image  search  feature  scans  1 .5 
billion  photos,  but  it  depends  on  scant  in- 
formation like  file  names  and  nearby  text. 


Flickr's  knack  for  categorizing  photos 
have  made  it  the  fastest-growing  photo 
Web  site,  with  1.3  million  monthly  visi- 
tors. Fake  and  Butterfield  designed  it  to 
handle  photos  for  people  who  live  on  the 
Web,  "digital  natives,"  as  Fake  calls  them. 

Flickr  makes  it  easy  for  photos  to  be 
sent  to  friends  and  family,  linked  to  blogs  or 
donated  to  a  virtual  gallery.  Flickr  users 
have  uploaded  32  million  photos  since  early 
2004, 80%  of  them  open  for  anyone  to  see. 
They  can  be  sliced  and  diced  by  photogra- 
pher, subject,  location,  theme  or  any  key- 
word. Tags  make  photos  easier  to  search, 
whether  the  captions  read  "Maui  Beach" 
or  "London  Bombing."  Flickr  just  rolled 
out  a  new  search  algorithm,  which  incor- 
porates keywords  plus  popularity  and  rele- 
vancy measures,  using  the  site's  own  data. 

Butterfield  believes  Flickr  will  change 
how  people  take  pictures:  "There's  a  shift 
from  the  memory  preservation  of  signifi- 


cant events  to  peeks  into  life."  Instead 
saying  you  saw  a  stunning  redhead  on  tl 
train,  you  can  snap  a  photo,  send  it 
Flickr  and  show,  not  tell.  Soccer  moir 
says  Fake,  will  become  citizen  journalisl 

Fake,  36,  and  Butterfield,  32,  both  ha' 
backgrounds  in  Web  design  and  hold  hi 
manities  degrees  (his  in  philosophy,  he 
in  literature).  They  raised  $800,000  to  d 
velop  a  tongue-in-cheek  online  gan 
called  GameNeverending,  and  in  betwee 
releases  of  that  game  they  started  Flick 
By  summer  2004  Flickr  was  growing  s 
fast  they  put  an  end  to  Neverending.  Re 
enue  came  from  selling  extra  bandwidt 
and  storage  on  Flickr's  servers. 

Yahoo  search  executive  Bradk 
Horowitz  discovered  Flickr  a  year  ago.  H 
had  spent  his  grad  school  days  at  MIT  try 
ing  to  teach  computers  to  recognize  pho 
tos.  The  best  still  can't  tell  a  horse  from 
dog.  Flickr's  tags  solution  made  Horowit 
want  to  "run  to  the  wall  and  rip  up  m 
diploma."  In  March  Yahoo  bought  the  sit< 
for  an  estimated  $35  million  and  startec 
integrating  Fake  and  Butterfield's  idea 
across  its  network.  — David  Whelar 


He:  Named  Dharma 
at  birth,  changed  it  to 
Stewart  at  age  12 
because  he  considered 
it  the  "most  normal 
name  in  the  world.  * 
She:  Calculated  that 
she  reads  a  6- foot 
stack  of  books  a  year. 

CATERINA  FAKE,  STEWART  BUTTERFIELD, 

FLICKR 


THERE  ARE  13  BILLION  PHOTOS  ONLINE  40  MILLION  PEOPLE  VISIT  PHOTO  SITES  EACH  MONTH  37  BILLION  DIGITAL  PHOTOS  WILL  BE  PRINTED  IN  2005 
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^ing  to  make  money  on  exciting,  unpredictable  investments  is  one 
the  surest  ways  to  lose  it.  Which  is  why  Edward  Jones  recommends 
estment  strategies  that  have  proven  themselves  over  the  long  term, 
find  the  Edward  Jones  office  nearest  you,  call  1-800-ED-JONES  or 
it  www.edwardjones.com.  Member  SI  PC. 


Edward  Jones 

MAKING  SENSE  OF  INVESTING 


The  Watcher 


BAD  INTELLIGENCE  GETS  JEFFREY 
Jonas  out  of  bed,  literally.  Recently  he 
checked  into  New  York's  St.  Regis 
hotel  at  1  a.m.,  weary  from  running  a 
marathon  in  San  Diego  and  flying  cross- 
country. He  left  careful  instructions  at  the 
front  desk:  wake-up  call  at  10  a.m.,  break- 
fast at  10:30.  But  no  one  bothered  to  tell  the 
housekeeper,  who  banged  on  his  door  at  9. 

Loads  of  data  can  amount  to  loads  of 
garbage  unless  you  can  piece  to- 
gether the  parts  that  matter  most 
to  you.  For  20  years  Jonas,  a  self- 
taught  programmer,  has  created 
software  that  helps  casinos,  banks, 
retailers  and  federal  agencies  string 
together  seemingly  unrelated  facts 
to  determine  who  you  are  and 
who  you  know. 

His  generically  named  Las 


Vegas  shop,  Systems  Research  &  Develop- 
ment, was  a  hot  property.  Some  ten  bid- 
ders looked  at  it  before  IBM  grabbed  the 
firm  in  January,  paying  an  undisclosed 
sum,  changing  the  company's  name  to  IBM 
Entity  Analytics  and  naming  Jonas,  41 ,  who 
didn't  graduate  from  high  school  or  col- 
lege, to  the  lofty  title  of  IBM  Distinguished 
Engineer.  He  took  a  victory  lap  after  the 
deal  closed,  hauling  his  three  kids  around 


Had  21  employees  at  age  19,  went 
bankrupt  shortly  after.  Twenty 
years  later  paid  back  every 


creditor  he  could  find,  with  3% 
interest  compounded  annually. 

JEFFREY  JONAS,  IBM  ENTITY  ANALYTICS 


Europe,  running  a  triathlon  i 
Zurich  and  shadowing  th 
Tour  de  France  by  bike. 

"Basically  my  life  is  a  sfi 
ries  of  miracles,"  says  Jona. 
He  founded  his  first  firm  a 
age  19  and  had  to  dissolve  i 
filing  a  personal  Chapter 
bankruptcy  shortly  after; 
few  years  later  he  broke  hi 
neck  in  a  car  crash. 

Jonas'  most  widely  recog 
nized  ware  is  nicknamei 
Nora,  for  "nonobvious  rela 
tionship  awareness."  Feed 
billions  of  rows  of  persona 
data — name,  address,  driver' 
license,  telephone  and  credi 
card  numbers — and  Nor; 
locks  together  individua 
identities,  spits  out  duplicate 
entries  (it  knows  128  differen 
ways  to  spell  Mohammed 
and  flags  connections  betweer 
people.  Nora  also  reaches  bacl 
to  unearth  new  links  wher 
fresh  data  are  added. 

Nora  tipped  off  a  river- 
boat  casino  in  Mississippi  tha 
the  woman  who  won  a  car  ai 
a  raffle  was  the  sister  of  the 
employee  who  pulled  out  the  ticket.  The) 
had  different  surnames  but  had  shared  ar 
address  years  earlier;  when  confronted,  the 
employee  admitted  that  was  true  and  saic 
it  was  a  coincidence.  "Every  time  you  run 
this  software  on  someone's  corporate  data 
their  jaw  drops,"  says  Jonas.  The  biggesl 
installed  Nora  system  ingests  2,000  new 
records  per  second  to  build  "thick"  pro- 
files as  a  bulwark  against  identity  fraud. 

Jonas  is  even  prouder  of  Nora's  new 
sibling:  Anna,  for  "anonymous  resolution," 
which  encourages  organizations  to  share 
sensitive  info  without  fear  of  losing  it  in  an 
embarrassing  breach  of  privacy. 
Anna  turns  records  into  undeci- 
pherable but  unique  character 
strings  called  one-way  hashed 
data.  They  can  be  matched  with- 
out revealing  the  specifics  of  the 
original  records. 

"The  idea  for  this  came  to 
me  in,  no  joke,  20  seconds,"  he 
says  happily.  — Bruce  Upbin 


9.3  MILLION  I.D.  FRAUD  VICTIMS  IN  U.S.  $19.8  BILLION  IN  CREDIT  CARD  I.D.  FRAUD  IN  2004  207,000  NAMES  IN  THE  FEDERAL  TERRORISM  WATCH  LIST 
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You  probably  know  that  cholesterol  comes  from  food.  But 
what  you  might  not  know  is  that  your  cholesterol  has  a  lot 
to  do  with  your  family  history.  VYTORIN  treats  both  sources 
of  cholesterol. 

A  healthy  diet  is  important,  but  when  it's  not  enough,  adding 
VYTORIN  can  help.  VYTORIN  helps  block  the  absorption  of 
cholesterol  that  comes  from  food  and  reduces  the  cholesterol 
that  your  body  makes  naturally. 

In  clinical  trials,  VYTORIN  lowered  bad  cholesterol 
more  than  Lipitor  alone.  VYTORIN  is  a  tablet  containing 
two  medicines:  Zetia®  (ezetimibe)  and  Zocor  (simvastatin). 


™,  pi0„gh  MERCK  /Schering-Plough  Pharmaceuticals 

— itance 

To  find  out  if  you  qualify,  call  1  800-347-7503. 

©Merck/Schering-Plough  Pharmaceuticals,  2005.  All  rights  reserved.  20550481(1)(002)-VYT 
VYTORIN  and  ZETIA  are  trademarks  of  MSP  Singapore  Company,  LLC.  Other  brands  listed  are  the 
trademarks  of  their  respective  owners  and  are  not  trademarks  of  MSP  Singapore  Company,  LLC. 


Important  information:  VYTORIN  is  a  prescription  tablet 
and  isn't  right  for  everyone,  including  women  who  are  nursing 
or  pregnant  or  who  may  become  pregnant,  and  anyone  with 
liver  problems.  Unexplained  muscle  pain  or  weakness  could 
be  a  sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  VYTORIN  may  interact 
with  other  medicines  or  certain  foods,  increasing  your  risk 
of  getting  this  serious  side  effect.  So,  tell  your  doctor  about 
any  other  medications  you  are  taking. 

To  learn  more,  call  1-877-VYTORIN  or  visit  vytorin.com 
Please  read  the  Patient  Product  Information  on  the 
adjacent  page. 

Continue  to  follow  a  healthy  diet,  and  ask  your  doctor  about 
adding  VYTORIN. 


RtN 

(ezetimibe/simvastatin) 

Treat  the  2  sources  of  cholesterol. 


VYTORIN  (ezetimibe/simvastat in) Tablets 

Patient  Information  about  VYTORIN  (Vl-tor-in) 

Generic  name:  ezetimibe/simvastatin  tablets 


Read  this  information  carefully  before 
you  start  taking  VYTORIN.  Review  this 
information  each  time  you  refill  your 
prescription  for  VYTORIN  as  there  may 
be  new  information. This  information 
does  not  take  the  place  of  talking  with 
your  doctor  about  your  medical 
condition  or  your  treatment.  If  you 
have  any  questions  about  VYTORIN, 
ask  your  doctor.  Only  your  doctor  can 
determine  if  VYTORIN  is  right  for  you. 

What  is  VYTORIN? 

VYTORIN  is  a  medicine  used  to  lower 
levels  of  total  cholesterol,  LDL  (bad) 
cholesterol,  and  fatty  substances  called 
triglycerides  in  the  blood.  In  addition, 
VYTORIN  raises  levels  of  HDL  (good) 
cholesterol.  It  is  used  for  patients  who 
cannot  control  their  cholesterol  levels 
by  diet  alone. You  should  stay  on  a 
cholesterol-lowering  diet  while  taking 
this  medicine. 

VYTORIN  works  to  reduce  your 
cholesterol  in  two  ways.  It  reduces  the 
cholesterol  absorbed  in  your  digestive 
tract,  as  well  as  the  cholesterol  your 
body  makes  by  itself.  VYTORIN  does 
not  help  you  lose  weight. 

Who  should  not  take  VYTORIN? 

Do  not  take  VYTORIN: 

•  If  you  are  allergic  to  ezetimibe  or 
simvastatin,  the  active  ingredients  in 
VYTORIN,  or  to  the  inactive  ingredients. 
For  a  list  of  inactive  ingredients,  see 
the  "Inactive  ingredients"  section  at 
the  end  of  this  information  sheet. 

•  If  you  have  active  liver  disease  or 
repeated  blood  tests  indicating 
possible  liver  problems. 

•  If  you  are  pregnant,  or  think  you  may 
be  pregnant,  or  planning  to  become 
pregnant  or  breast-feeding. 

VYTORIN  is  not  recommended  for  use 
in  children  under  10  years  of  age. 

What  should  I  tell  my  doctor  before 
and  while  taking  VYTORIN? 

Tell  your  doctor  right  away  if  you 
experience  unexplained  muscle  pain, 
tenderness,  or  weakness  This  is  because 
on  rare  occasions,  muscle  problems 
can  be  serious,  including  muscle  break- 
down resulting  in  kidney  damage. 

The  risk  of  muscle  breakdown  is 
greater  at  higher  doses  of  VYTORIN. 

The  risk  of  muscle  breakdown  is  greater 
in  patients  with  kidney  problems. 

Taking  VYTORIN  with  certain  substances 
can  increase  the  risk  of  muscle  problems. 
It  is  particularly  important  to  tell  your 
doctor  if  you  are  taking  any  of  the 
following: 

•  cyclosporine 


•  danazol 

•  antifungal  agents  (such  as 
itraconazole  or  ketoconazole) 

»  fibric  acid  derivatives  (such  as 

gemfibrozil,  bezafibrate,  orfenofibrate) 

•  the  antibiotics  erythromycin, 
clarithromycin,  and  telithromycin 

•  HIV  protease  inhibitors  (such  as  indinavir, 
nelfinavir,  ritonavir,  and  saquinavir) 

•  the  antidepressant  nefazodone 

•  amiodarone  (a  drug  used  to  treat  an 
irregular  heartbeat) 

•  verapamil  (a  drug  used  to  treat  high 
blood  pressure,  chest  pain  associated 
with  heart  disease,  or  other  heart 
conditions) 

•  large  doses  (>1  g/day)  of  niacin  or 
nicotinic  acid 

•  large  quantities  of  grapefruit  juice 
(>1  quart  daily) 

It  is  also  important  to  tell  your  doctor  if 
you  are  taking  coumarin  anticoagulants 
(drugs  that  prevent  blood  clots,  such  as 
warfarin). 

Tell  your  doctor  about  any  prescription 
and  nonprescription  medicines  you  are 
taking  or  plan  to  take,  including  natural 
or  herbal  remedies. 

Tell  your  doctor  about  all  your  medical 
conditions  including  allergies. 

Tell  your  doctor  if  you: 

•  drink  substantial  quantities  of  alcohol 
or  ever  had  liver  problems.  VYTORIN 
may  not  be  right  for  you. 

•  are  pregnant  or  plan  to  become 
pregnant.  Do  not  use  VYTORIN  if  you 
are  pregnant,  trying  to  become  pregnant 
or  suspect  that  you  are  pregnant.  If 
you  become  pregnant  while  taking 
VYTORIN,  stop  taking  it  and  contact 
your  doctor  immediately. 

•  are  breast-feeding.  Do  not  use 
VYTORIN  if  you  are  breast-feeding. 

Tell  other  doctors  prescribing  a  new 
medication  that  you  are  taking  VYTORIN. 

How  should  I  take  VYTORIN? 

•  Take  VYTORIN  once  a  day,  in  the 
evening,  with  or  without  food. 

•  Try  to  take  VYTORIN  as  prescribed. 
If  you  miss  a  dose,  do  not  take  an 
extra  dose.  Just  resume  your  usual 
schedule. 

•  Continue  to  follow  a  cholesterol- 
lowering  diet  while  taking  VYTORIN. 
Ask  your  doctor  if  you  need  diet 
information. 

•  Keep  taking  VYTORIN  unless  your 
doctor  tells  you  to  stop.  If  you  stop 
taking  VYTORIN,  your  cholesterol 
may  rise  again. 

What  should  I  do  in  case  of  an  overdose? 

Contact  your  doctor  immediately. 


What  are  the  possible  side  effects  o 
VYTORIN? 

See  your  doctor  regularly  to  check  y 
cholesterol  level  and  to  check  for  sio  m 
effects.  Your  doctor  may  do  blood  te 
to  check  your  liver  before  you  start 
taking  VYTORIN  and  during  treatme  * 

In  clinical  studies  patients  reported  1 
following  common  side  effects  whih  1 
taking  VYTORIN:  headache  and  mus  . 
pain  (see  What  should  I  tell  my  doctc 
before  and  while  taking  VYTORIN?). 

The  following  side  effects  have  beer  a 
reported  in  general  use  with  either 
ezetimibe  or  simvastatin  tablets  (tab 
that  contain  the  active  ingredients  o 
VYTORIN): 

•  allergic  reactions  including  swellii  I 
of  the  face,  lips,  tongue,  and/or  thr  I 
that  may  cause  difficulty  in  breath 
or  swallowing  (which  may  require 
treatment  right  away),  and  rash; 
alterations  in  some  laboratory  bio 
tests;  liver  problems;  inflammatio 
of  the  pancreas;  nausea;  gallstone 
inflammation  of  the  gallbladder. 

Tell  your  doctor  if  you  are  having  the 
or  any  other  medical  problems  while 
on  VYTORIN. This  is  not  a  complete  li 
of  side  effects.  For  a  complete  list,  as 
your  doctor  or  pharmacist. 

General  Information  about  VYTORIN 

Medicines  are  sometimes  prescribec 
for  conditions  that  are  not  mentionec 
in  patient  information  leaflets.  Do  no 
use  VYTORIN  for  a  condition  forwhicl 
was  not  prescribed.  Do  not  give  VYTOF 
to  other  people,  even  if  they  have  the  sai 
condition  you  have.  It  may  harm  ther 

This  summarizes  the  most  important 
information  about  VYTORIN.  If  you 
would  like  more  information,  talk  wit 
your  doctor.  You  can  ask  your  pharmac 
or  doctor  for  information  about  VYTOR 
that  is  written  for  health  professional 
For  additional  information,  visit  the 
following  web  site:  vytorin.com. 

Inactive  ingredients: 

Butylated  hydroxyanisole  NF,  citric 
acid  monohydrate  USR  croscarmello 
sodium  NF,  hydroxypropyl  methyl- 
cellulose  USR  lactose  monohydrate  P1 
magnesium  stearate  NR  microcrystallii 
cellulose  NF,  and  propyl  gallate  NF. 
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MERCK  /  Schering-Plough  Pharmaceutical! 

Manufactured  for: 

Merck/Schering-Plough 

Pharmaceuticals 

North  Wales,  PA  19454,  USA 
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rO  JOHN  MARKUS  LERVIK,  A  MOBILE 
phone  is  the  Web's  best  surfboard,  a 
device  that  can  get  you  just  the 
lformation  you  want,  precisely  when 
3U  want  it.  Search  for  "San  Francisco 
jstaurants"  on  your  mobile  and  you 
on't  want  to  see  40  names,  you  just  want 
)  know  whether  your  favorite  cuisine  is 
Ground  the  corner. 

Lervik's  great  quest  is  to  give  phones 
ich  smarts.  Mobile  search  increasingly  can 
feave  global  positioning  data  and  profiles 

tf  a  user's  past  searches  to  yield  relevant, 
)cation-sensitive  "contextual"  results.  His 
)slo-based  company,  FAST,  already  pro- 
ides  technology  for  businesses  to  plumb 

Iieir  own  data  troves  and  the  Web.  Now 
AST  is  also  going  mobile. 

Big  cellular  carriers  such  as  Vodafone, 

he  Finder 


Lervik  planned  to 
pursue  a  business 
degree  after  high 


school.  His  chemistry 
teacher  nudged  him  to 
study  engineering. 

JOHN  MARKUS  LERVIK,  FAST 

SingTel,  Australia's  Telstra  and  several 
companies  in  lapan  already  embed  FAST's 
contextual  search  technology  in  their  net- 
works. FAST  is  also  working  on  ways  to 
search  audio  and  video  files.  One  Japan- 
ese carrier  uses  FAST  software  to  help 
music  fans  find  the  songs  they  want  based 


on  only  a  few  whistled  notes. 

Lervik,  36,  cofounded  Fast  Search  & 
Transfer  in  1997,  just  as  he  was  finishing 
up  his  Ph.D.  at  Norway's  leading  science 
and  engineering  school.  He  hired  half  a 
dozen  of  his  colleagues  to  noodle  ideas, 
the  most  promising  of  which  was  a  gen- 
eral-purpose Internet  search  engine.  Dell 
and  search  company  Lycos  made  modest 
investments.  By  June  1999  FAST  had  built 
a  portal  with  a  searchable  index  of  200 
million  documents — far  more  than  the 
80  million  that  Google  could  search  at  the 
time,  Lervik  says.  "We  had  the  world's 
largest  search  engine."  (Google  is  mum 
on  the  matter.) 

But  Lervik's  company  stumbled.  FAST 
took  on  too  many  projects  and  got  dis- 
tracted trying  to  prepare  for  a  public  offer- 
ing on  the  Nasdaq.  When  the 
market  crashed  in  2000,  FAST 
scrapped  its  Nasdaq  plans, 
choosing  instead  to  list  on  the 
Oslo  exchange  in  June  2001. 

Lervik  argued  that  FAST 
should  get  out  of  consumer 
search  and  focus  on  compa- 
nies. The  board  liked  the 
idea  and  made  him  chief  in 
2001.  He  sold  its  consumer 
search  site,  alltheweb.com,  to 
Overture  for  $70  million  in 
early  2003. 

Customers  use  FAST  to 
search  billions  of  public  Web 
pages  and  hundreds  of  tera- 
bytes of  e-mail,  databases 
and  documents  behind  their 
firewalls.  The  IBM  Web  site 
uses  FAST  to  handle  135,000 
customer  queries  a  day.  FAST 
also  helps  the  U.S.  General 
Services  Administration  re- 
spond to  four  queries  per 
second.  With  $64  million  in 
revenue  last  year,  FAST  is 
growing  at  an  annual  rate  of 
70%.  Lervik  expects  to  hit 
$500  million  in  five  years. 
"Technology  is  useless  until 
you  find  a  use  for  it,"  he  says. 
"Our  customers  taught  us 
how  to  build  a  business." 

— Elizabeth  Corcoran 


PETABYTES  700  MILLION  CELL  PHONES  SOLD  LAST  YEAR  FAST  CAN  HANDLE  90,000  QUERIES  PER  BNUTE 
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The 

Keyword 
Keeper 


ADVERTISING  ON  THE  WEB  IS  A  HIT- 
and-mostly-miss  game.  Only  1%  of 
visitors  to  a  search-engine  Web  site 
typically  click  on  those  paid  links  running 
alongside  the  results.  Ellen  Siminoff  wants 
to  boost  that  response  using  the  brain- 
power of  50  powerful  computers. 

Siminoff  s  small  but  fast-growing  firm, 
Efficient  Frontier,  uses  dauntingly  complex 
calculations  to  help  its  clients  get  a  better 
return  on  the  ads  they  buy  on  Web  search 
engines.  Its  algorithms  can  sort  through 
more  than  10  billion  variables  in  seconds 
to  decide  whether,  or  how  much,  a  client 
should  spend  to  lock  up  an  ad  keyword. 

"Search  marketing  works  really  well, 
but  it  takes  lots  of  math,"  says  the  petite, 
chirpy-voiced  chief  executive. 

Efficient's  software  models  will  result 
in  $  1 50  million  in  ad  buys  this  year,  making 
Efficient  the  single  largest  spender  at 
Google  and  Yahoo.  Companies  such  as 
Eloan,  Amazon  Services  and  Knight  Rid- 
der  pay  Efficient  a  5%-to- 1 5%  commission 
for  access  to  its  terabyte  of  data  on  which 
keywords  and  ad  strategies  have  genuinely 
clinched  sales.  Siminoff  s  shop  uses  the 
same  type  of  math,  called  integer  linear 
programming,  that  Wall  Street  uses  to  al- 
locate portfolios.  Efficient  claims  its  ad- 
placement  algorithms  get  20%-to-50%  bet- 
ter results  than  companies  do  on  their  own. 

Replacements  Ltd.,  a  tableware  retailer, 
had  managed  a  set  of  20,000  keywords  by 
hand,  using  Excel  spreadsheets,  until  it  gave 
the  job  to  Siminoff  s  computers.  Its  search- 
driven  sales  rose  30%  and  it  doubled  the 
number  of  keywords  it  manages  to  40,000 
in  six  months.  Half  the  company's  $75  mil- 
lion in  annual  sales  comes  from  the  Web. 

Siminoff,  38,  helped  build  Yahoo's  busi- 
ness from  1996  to  2002  and  made  its  early 
investment  in  Google,  part  of  which  was 
sold  at  the  initial  offering  for  $200  million 


Believes  it's  bad  luck  to  talk 
to  her  mother  before  her 
beloved  Green  Bay  Packers 
are  scheduled  to  play. 

ELLEN  SIMINOFF,  EFFICIENT  FRONTIER 


(and  would  now  be  worth  $650  million). 
She  jumped  into  Efficient  Frontier  as  an  in- 
vestor in  2003,  putting  in  less  than  $1  mil- 
lion of  its  $5  million  in  venture  capital,  then 
came  on  as  chief  executive  in  2004. 

Siminoff  was  drawn  to  Efficient  by  its 
ability  to  cut  the  growing  complexity  of  ad- 
keyword  auctions.  Its  algorithms  can  sug- 


gest the  best  price  to  bid  for  key 
words,  based  on  where  the  ad  wil 
appear  on  the  results  page  anc 
how  many  other  bidders  are  pre 
sent,  factoring  in  constantly  chang 
ing  auction  prices. 

Babycenter.com  wanted  to  adc 
keywords  to  help  build  sales  tc 
new  and  expectant  parents.  Simi- 
noff s  computers  generated  a  successful  list 
including  such  improbables  as  "biting, 
"Queen  B"  and  "Jeep  Sahara  Limited  XT.' 

Siminoff  is  now  adding  demographic 
and  location-based  variables  and  looking 
at  a  move  into  advertising  on  cell  phones. 
"Everything  is  measurable,"  she  says. 

— Quentin  Hardy 


$7  BILLION  SPENT  ON  SEARCH  ADS  COSTLIEST  TERMS  PER  CLICK  INCLUDE  "LAWYER  IN  MISSOURI"  ($47)  "AUTO  ACCIDENT  LAWYER  DETROIT''  ($46. 
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SAS  gives  MLB.com 


TH 


how  to  give  fans  the  ultimate  baseball  experiei* 

Millions  of  fans.  Thirty  teams.  One  passion.  And  24/7  access  to  it  all  through  MLB.com.  As  the 
site  of  Major  League  Baseball,  MLB.com  is  the  richest,  deepest  source  of  original  baseball  news  and 
highlights  on  the  Internet.  SAS  is  proud  to  provide  the  state-of-the-art  business  intelligence  and  analytics 
software  that's  helping  Major  League  Baseball  enrich  the  interactive  experience  for  the  hundreds  of 
millions  of  visitors  who  make  MLB.com  such  a  big  hit.  To  learn  more  about  MLB.com  and  other  SAS 
success  stories  that  go  Beyond  Bl.  call  1  866  887  1363  or  visit  our  Web  site. 


www.sas.com/mlb 


r  sas 


The  Machinist 


TYPE  A  PHRASE  INTO  GOOGLE  AND,  IN 
an  instant,  it  pores  over  an  astound- 
ing 8  billion  Web  pages.  Peter  Norvig 
is  haunted  by  the  prospect  of  what  it 
misses.  As  Google's  director  of  search 
quality  and  research  (a  doozy  of  a  job 
description),  Norvig  spurs  on  140  scien- 
tists and  engineers  racing  to  add  more 
depth,  speed  and  relevance  to  the  world's 
best  search  engine. 

E-mails,  out-of-print  books,  blogs, 
research  papers  in  Arabic — any  of  them 
might  contain  something  useful  to  some- 
one. Yet  a  search  engine  accesses  only 
25%  of  all  online  data;  the  rest  is  out  of 
reach.  So  Norvig's  group  designs  tools  to 
scan  the  contents  of  public 
libraries,  crafts  translators 
that  convert  foreign - 
language  documents  and 
creates  ways  to  store  and 
index  e-mails  cheaply. 

His  Google  geeks  also 
work  on  improving  map- 
ping technology  and  the 
ability  to  recognize  image 
content.  Norvig  pays  a 
small  team  of  contractors 
to  just  do  random 
searches  all  day  to  test  the 
Google  engine,  in  the 
hope  of  teaching  it  to 
learn  on  its  own. 

What  makes  improv- 
ing search  quality  so  com- 
plex, Norvig  says,  is  "the 
uncertainty  about  a  right 
answer.  There  is  a  lot  of 
human  intuition  in  the 
loop."  His  hope  is  to  inject 
a  lot  more  machine  intelli- 
gence into  that  loop. 

Norvig  arrived  at 
Google  in  2001,  bringing 
serious  artificial  intelli- 
gence chops  to  a  company 
still  run  in  seat-of-the- 
pants  fashion.  He  had 
spent  three  years  at  NASA's 
Ames  Research  Center, 


where  he  did  the  early  work  on  the  artifi- 
cial intelligence  that  steered  the  Mars 
Rover.  His  1996  book  on  AI  is  considered 
the  standard  in  the  field. 

Google  could  access  2  billion  pages 
when  Norvig  arrived,  small  enough  to  let 
a  handful  of  engineers  fine-tune  it.  He  set 
about  broadening  the  ideas  that  make 
Google  work.  Its  benchmark  for  what 
makes  a  page  relevant  as  a  search  result  is 
defined  by  the  number  and  quality  of 
other  sites  that  link  to  it. 

Now  Google's  statisticians  develop 
algorithms  that  look  at  how  closely  one 
query  links  to  another  and  how  groups  of 
queries  interact.  Studying  word  "clusters" 


helps  determine  whether  a  search  tern 
like  "Blondie"  means  the  comic  strip  o 
the  punk-pop  band  from  the  1980s 
Norvig's  crew  also  aims  to  accelerat 
results  by  learning  which  irrelevant  word 
(like  "like")  to  discard  when  indexing 
Web  page. 

Norvig's  group  is  pursuing  vide< 
search  and  personalized  search,  as  well  a 
a  program  to  index  data  from  librar; 
books  and  photos.  It  designed  optica 
scanning  software  that  can  tell  when 
book  page  is  creased  and  correct  it  on  tht 
fly.  "All  of  humanity  is  working  for  us,' 
he  says.  "We  just  have  to  decipher  it.' 

— Quentin  Hard) 
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YOU  SPEND  YOUR  LIFE 

HELPING  OTHERS 
HAVE  A  FUTURE. 

WE  SPEND  OURS 

HELPING  YOU 
HAVE  ONE. 


You  see,  in  the  end  it  all  balances  out.  After  all,  you  dedicate  your  career  to 
helping  others  have  a  better  life.  It's  only  fair  that  following  that  career  you 
should  have  a  better  life  too.  One  called  -  retirement.  We  are  TIAA-CREF 
and  for  over  85  years  we've  been  providing  long-term  financial  solutions 
specifically  created  for  people  in  the  academic,  medical,  cultural 
and  research  fields  whose  lifework  enriches  everyone.  As  a  $340  billion 
financial  services  group  with  a  lengthy  nonprofit  heritage,  our  mission  to 
serve  includes  operating  with  a  low-fee  structure,  not  paying  commissions 
to  our  employees  and  mandates  we  work  closely  with  you,  our  participants, 
to  provide  the  best  financial  solutions  to  fit  your  life  now  and  during 
retirement.  It's  simple  really.  You  help  our  future,  we'll  help  yours. 

To  find  out  how  we  can  serve  you,  go  to  www.tiaa-cref.org. 


FINANCIAL  SERVICES 


'  J. : 


FOR  THE  GREATER  GOOD 


.GANG 


■ 


Wales  is  slated  to 
speak  about 


Wikipedia  in  more 
than  30  countries 
this  year — despite 
getting  a  "D"  in  a 
,  college  speech  class. 

JIMMY  WALES,  WIKIPEDIA.ORG 


The 

Answer 

Man 


JIMMY  D.  WALES  CANNOT  DESCRIBE  A 
magnetic  monopole  or  rattle  off  the 
birth  names  of  the  14  Dalai  Lamas. 
Most  days  he's  not  even  quite  sure  of  the 
next  stop  on  his  frenetic  travel  schedule. 
But  that's  okay  because  there  are  more 
than  18,000  people  around  the  world 


who  every  month  answer  these  and  hun- 
dreds of  other  questions.  (Yes,  even  those 
about  his  travel  schedule.) 

Wales,  39,  is  the  father  of  the  world's 
most  sprawling  encyclopedia,  the  online 
Wikipedia.  So  far  Wikipedia  has 
accumulated  2.2  million  articles  in  100 
languages.  In  June  7.7  million  people 
checked  Wikipedia,  according  to  Nielsen 
NetRatings,  beating  out  MSN  Encarta  to 
become  the  Web's  top  research  site. 

But  the  most  dizzying  aspect  of 
Wikipedia  is  that  anyone  can  create  or 
change  an  entry  by  clicking  on  the  "edit 
this  page"  tab  and  typing  away. 

Mistakes  and  vandalism  are  common 
on  Wikipedia,  but  anarchy  is  tolerated  be- 


cause the  community  police 
itself.  In  early  August  one  sell 
appointed  expert  amende 
the  entry  on  President  Bus 
to  include:  "George  W.  Bus 
is  the  worst  president  to  slee 
in  the  White  House."  Si 
minutes  later  that  post  wa 
cut  by  a  diligent  Wikipediai 
and  now  lingers  only  in  th 
"history"  section  of  past  edit' 
"Shared  knowledg 
should  be  freely  accessible, 
says  Wales.  "We  can  volun 
tarily  and  inexpensively  d< 
that  by  harnessing  the  powe 
of  lots  of  people  who  believi 
the  same  thing." 

Wales  made  enough 
money  trading  options  ir 
Chicago  to  spend  his  time  a 
he  liked,  and  he  liked  th< 
Internet.  He  founded 
search  service  called  Bomis 
which  also  traffics  ir 
naughty  pictures.  Wales  ther 
built  an  online  encyclopedi 
he  called  Nupedia.  He  hirec 
a  philosophy  Ph.D.  to  help 
After  two  years  they  had  a 
cumbersome  system  and  a 
grand  total  of  two  dozen 
articles. 

Then  in  2000  Wales  heard 
of  "wikis,"  sites  that  could  be 
freely  edited  by  all.  (Wiki 
wiki  is  Hawaiian  for  speedy. 
In  two  weeks  Wikipedia  was 
bigger  than  Nupedia. 

Wales  earns  no  money  from  the  not 
for-profit  Wikipedia.  Donors  contributed 
$150,000  in  cash  last  year  and  to  date 
more  than  4  gigabytes  of  text.  The  money 
pays  for  a  lone  employee,  servers  and 
hosting  of  the  site.  In  October  2004  Wales 
cofounded  the  for-profit  Wikicities,  a  ring 
of  themed  sites  supported  by  advertising 
There  are  now  200  Wikicities;  a  Star  Trek 
Wikicity  is  the  most  active. 

Still,  Wikipedia  is  where  Wales'  heart, 
and  itinerary,  resides.  "Sometimes,  as  a 
joke,  people  put  in  that  I'm  going  to 
Mars,"  he  says.  But  the  Wikipedia 
community  keeps  him  flying  straight. 

— Elizabeth  Corcoran 


4.2  GIGABYTES  IN  WIKIPEDIA* 


ASE  194  MILLION  WORDS  IN  THE  ENGLISH  WIKIPEDIA  55,450  WIKIPEDIANS  HAVE  MADE  AT  LEAST  10  CONTRIBUTIONS 
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HP  recommendfMicrosoft®  Windows®  XP.Professiona 


IT  MAY  LOOK  LI 

ACT,  IT'S  MORE  LIKE  A  VAULT. 


Smart  Advice  >  Smart  Technology  >  Smart  Services 


invent 


PRESENTING  THE   HP  COMPAQ  dc7600   ULTRA-SLIM  DESKTOP. 

^n  open  cubicle.  An  unwatched  desktop.  Sound  like  a  security  risk?  Not  if  it's  an  HP  Compaq  dc7600  Business  Desktop,  powered 
Dy  an  Intel®  Pentium*1  4  Processor  with  HT  Technology.  Your  data  is  vigilantly  guarded  by  our  exclusive  HP  ProtectTools.  Security 
eatures  are  built  into  the  desktop  infrastructure,  providing  enhanced  protection.  Access  is  tightly  controlled.  Crucial  passwords 
3re  stored  in  a  secure  file.  And  you  can  remotely  control  users'  preferences  and  security  settings.  Having  award-winning  HP 
support  available  24/7  further  adds  to  your  sense  of  security.  Secure  desktops,  competitively  priced.  Yet  another  breakthrough 
rom  the  HP  Smart  Office  Portfolio. 

HP  COMPAQ  dc7600  ULTRA-SLIM  DESKTOP-$899'  WITH  INSTANT  SAVINGS 

CALL  888-860-9569  CLICK  hp.com/go/securepc7  CONTACT  an  HP  reseller 


21 1  instant  savings  good  on  purchases  made  through  1*2731705.  Monitor  sold  separately.  All  offers  available  from  HP  Direct  and  participating  resellers.  Prices  shown  are  HP 
ct  prices,  are  subject  to  change  and  do  noMnciude  applicable  state  and  local  sales  tax  or  shipping  to  recipient's  destination.  Reseller  prices  may  vary.  Other  .'res  and 
nchons  may  apply.  All  images  simulated.  Intel,  Intel  inside;  the  Intel  Inside  Logo  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries 
ie  United  States  and  other  countries.  Microsoft  and  Wirfdowfc  are  U.S.  registered  trademarks  of  Microsoft  Corporation.  ©  2005  Hewlett-Packard  Development  Company.  L  P. 


BASF 


Chemistry  Lesson 

Half  of  Jurgen  Hambrecht's  job  is  making  chemicals.  The  other  half  is 
making  people  like  them  |  By  Michael  Freedman 


OOKING  OUT  A  WINDOW  ON 
the  21st  floor  of  BASF's  head- 
quarters in  Ludwigshafen,  on 
Germany's  Rhine  River,  Jurgen 
Hambrecht  should  be  proud  of 
what  is  below.  Spread  over  a  3- 
square-mile  industrial  campus, 
along    roads  with 
names  like  Ammonia 
St.  and  Butanol  St.,  sits 


a  model  of  German  engineering  effi- 
ciency: the  verbund,  an  integrated  manu- 
facturing system  that  starts  with  crude 
petroleum,  separates  it  into  chemical 
components  and  pumps  these  into  plants 
that  create  new  chemicals  while  spitting 
out  the  by-products  as  ingredients  for  yet 
other  chemical  processes.  Almost  no 
atom  goes  to  waste.  "You  cannot  manu- 
fact  ure  chemicals  better  than  we  do," 


boasts  Hambrecht,  the  company's  59' 
year-old  chairman. 

The  efficiency  should  be  good  for  tb 
bottom  line,  and  it  should  be  good  for  th< 
environment.  But  on  neither  score  doe: 
BASF,  at  $51  billion  in  sales  the  world', 
largest  chemical  company,  win  lots  o 
admiration.  Despite  a  growth  record  anc 
a  nice  dividend,  the  shares,  which  trade  a: 
depositary  receipts  on  the  New  Yori 
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ME  RESILIENT 
NFRASTRUCTURE: 
\  GUIDE  FOR 

ME  FEARLESS. 


VERITAS 


or  today's  enterprise,  the  only  constant  is  change.  And  keeping  up  with  change  is 
ie  ultimate  challenge  for  a  business  faced  with  an  endless  series  of  paradoxes: 
itaking  information  both  secure  and  available;  being  reactive  and  proactive    now  from  Symantec 
multaneously;  responding  quickly  to  both  new  threats  and  new  ideas.  The  solution?  A  resilient 
nfrastructure  that  lets  you  respond  as  rapidly  to  opportunity  and  innovation  as  you  do  to  threats  and 
disruptions;  and  where  the  elements  that  help  keep  your  company  up,  running  and  growing— security, 
torage  and  recovery— are  firmly  in  place.  This  is  the  ideal  that  has  brought  together  Symantec  and 
ERITAS  to  form  a  single  company  with  a  single  goal:  to  help  you  build  a  fearless  enterprise.  For  more 
if ormation  visit  www.symantec.com/RI.  g  £7  p  £T  ^  R  L  E  S  S 


^  Symantec 


Stock  Exchange,  languish  at  13  times 
trailing  earnings.  As  for  the  environment, 
no  amount  of  antipollution  effort  is 
enough.  The  proposed  chemical  sector 
"Reach"  rules,  now  before  European 
Union  potentates  in  Brussels,  run  to  1,300 
pages.  The  rules  make  little  distinction 
between  harmless  and  toxic  chemicals 
and  could  cost  BASF  $750  million  over  the 
next  decade. 

The  verbund  process  is  replicated  at 
BASF  plants  in  Louisiana  and  Texas,  as 
well  as  in  Belgium,  Malaysia  and,  as  of 
this  year,  Nanjing,  China.  Where  it  was 
struggling  in  North  America,  the  world's 
largest  chemical  market,  BASF  has  stream- 
lined operations,  closing  old  plants, 
acquiring  a  slew  of  new  businesses  and 
cutting  the  number  of  employees  by  15%. 
In  dollars,  sales  here  jumped  25%  last 
year  to  $1 1  billion.  The  new  site  in  China 
is  expected  to  help  boost  Asia's  contribu- 
tion to  the  revenue  stream  from  16%  to 
20%.  At  least  for  now  this  icon  of  Ger- 
man industry  is  thriving  despite  being 
based  in  a  nation  suffering  from  low  eco- 
nomic growth,  the  worst  unemployment 
in  decades  and  stultifying  regulation. 

BASF's  lineage  goes  back  140  years  to  a 
time  of  German  supremacy  in  science. 
(Its  original  name,  Badische  Anilin  & 
Soda-Fabrik,  refers  to  textile  dyes  and 
washing  soda.)  As  recently  as  half  a  cen- 
tury ago  the  chemicals  business  was 
thought  of  in  terms  of  growth  and  tech- 
nology. The  Chemical  Fund  was  one  of 
the  hottest  equity  funds  around;  Bernard 
Jaffe's  1957  tome,  Chemistry  Creates  a 
New  World,  was  typical  of  the  admiring 
literature  swallowed  whole  by  school- 
children. Now  if  you  ask  a  random  per- 
son to  free-associate  the  word  "chemi- 
cals" the  result  is  likely  to  be  "Bhopal"  or 
"Superfund." 

In  Hambrecht's  view  consumers'  and 
policymakers'  command  of  chemistry  is 
frequendy  limited  to  vague  memories  of 
exploding  beakers  and  funny  smells  in  a 
high  school  laboratory.  "A  lot  of  people 
do  not  know  about  chemistry,"  says 
Hambrecht.  "They  are  afraid." 

So  Hambrecht,  a  29-year  veteran  of 
BASF  who  received  his  Ph.D.  in  chemistry 
from  Germany's  University  of  Tubingen, 
is  trying  to  educate  them  about  the  bene- 


fits of  chemistry.  Carefully,  the  company 
is  experimenting  with  the  "Intel  Inside" 
model,  in  which  Intel  places  its  label  on 
the  outside  of  computers  that  contain  its 
chips.  BASF's  name  or  label  now  adorns 
things  like  wrinkle-free  bed  linens  in 
Germany  and  a  household  cleaning  prod- 
uct in  Brazil. 

BASF  also  plays  host  each  year  to 
30,000  visitors  to  the  company's  site  near 
Frankfurt  to  show  how  it  creates  ingredi- 
ents for  other  manufacturers'  mainstay 
products,  such  as  Nivea  sunscreen,  Kel- 
logg's  Corn  Flakes  and  Becel  margarine. 
Among  the  visitors  are  elementary  school 
students  who  do  small  chemistry  experi- 
ments related  to  color  and  absorption  of 


Chemical  Elements 


Putting  $51  billion  BASF,  the  world's 
largest  chemical  company,  in  context. 


World  chemical  sales. 


Largest  producer  of  chemicals 
Europe. 


$190  billion 
worth 


Number  of  chemical  companies 
(excluding  pharma)  in  the  EU. 


re:  European  Chemical  Industry  Council. 


liquids  in  a  BASF  lab  and  learn  how  every- 
day products  get  made.  Children  in  North 
America,  South  Korea,  China  and  Japan 
attend  similar  BASF-sponsored  programs. 

"This  is  fantastic  for  them,"  says 
Hambrecht.  "They  all  of  a  sudden  realize, 
this  is  chemistry.  Because  today,  for  the 
consumer,  certainly  shampoo  is  not 
chemistry.  Shampoo  is  shampoo.  But 
they  don't  know  what's  behind  it." 

A  far  more  difficult  challenge  will  be 
reaching  out  to  regulators,  particularly  in 
Europe,  where  the  green  movement  holds 
a  lot  of  sway  politically.  In  2002  Germany 
joined  other  European  nations  in  ratify- 


ing the  Kyoto  Protocol,  an  internatioi 
agreement  requiring  the  EU  to  reduce  cj 
bon  dioxide  emissions  8%  by  2012.  T 
U.S.  declined  to  sign  on,  in  large  p; 
because  China,  Russia  and  other  fa: 
growing  emerging  markets  are  not  redi 
ing  emissions.  So  Europe  bears  the  bru 
of  the  burden,  and  Hambrecht  says  G< 
many  is  one  of  the  few  of  the  25  Eur 
pean  Union  nations  now  fulfilling  fh< 
obligations,  putting  its  industry  at  a  coi 
petitive  disadvantage. 

BASF  has  already  voluntarily  reduc 
carbon  dioxide  emissions  by  37%  worl 
wide,  and  it  has  committed  to  anoth 
10%  reduction  in  the  next  seven  years.  \ 
it  is  virtually  impossible  for  a  chemic 
plant  to  eliminate  all  airborne  waste.  BA. 
could  divert  $100  million  more  fro: 
product  innovation,  say,  to  attain  ma 
ginal  smoke  reduction,  even  as  someoi 
else's  plant  in  China  spews  out  new  gur 
on  a  vasdy  larger  scale.  Faced  with  the: 
competitive  pressures,  BASF  may  mal 
the  best  of  a  bad  situation  by  buying  an 
selling  the  right  to  emit  carbon  from  or 
of  several  new  European  markets. 

In  the  U.S.  BASF  is  lobbying  fc 
adoption  of  internationally  standardize 
regulations  on  environmental  issue 
while  trying  to  transform  concern 
about  efficiency  into  an  opportunity  t 
sell  products.  This  June  it  broke  groun 
in  Paterson,  N.J.,  just  east  of  its  U.i 
headquarters,  on  a  prototype  famil 
home  with  insulation  that  reduces  th 
amount  of  oil  required  for  heating  an> 
cooling  by  80%. 

Now  BASF  must  persuade  regulator 
and  consumers  that  Reach,  in  its  curren 
form,  would  mean  less  innovation  for  al 
businesses.  After  all,  Hambrecht  says 
shampoo  companies,  car  manufacturers 
safety  equipment  makers  and  toy  busi 
nesses  all  rely  on  the  chemical  industr 
for  ingredients  that  will  give  them  at 
edge.  A  better  solution:  Focus  first  or 
high  risk  chemicals,  rather  than  focusinj 
on  harmless  chemicals  merely  because 
they  are  produced  in  high  volumes.  Alas 
not  everyone  is  as  proud  of  the  chemica 
industry  as  Hambrecht  and  his  colleague; 
are.  "Some  people  just  don't  want  to  have 
chemical  industries  in  their  country,' 
says  .  "This  is  a  fact." 


126     FORBES"  September  5,  2005 


2  ADVERTISEMENT  

DESTINATION 

Australia  has  become  a  world  leader  in  specialized  technology  and  research,  and  services 
industries  now  underpin  the  strong  Australian  economy.  Australian  innovation  and 
developments  are  being  adapted  across  the  globe  by  local  and  international  companies. 

These  four  success  stories  epitomize  the  benefits  of  Australian  expertise. 

Taking  Clean  Coal 
Technology  to  the  World 


PFW  As  the  debate  about  the  impact  of 
wmm  global  warming  continues,  an  innovative 
Australian  company  has  been  quietly  taking 
action,  developing  a  clean,  green  technology 
which  may  significantly  reduce  production  of 
greenhouse  gases. 

UCC  (Ultra  Clean  Coal)  Energy  Pty  Ltd. 
has  developed  a  process  for  producing  coal  so 
pure  it  is  delivering  more  than  20%  savings  in 
greenhouse  gas  emissions  when  compared 
with  conventional  coal-fired  power  generation. 

From  technology  developed  by  the  energy 
division  of  Australia's  premier  research  organ- 
ization, the  CSIRO  (Commonwealth  Scientific 
and  Industrial  Research  Organisation),  and  with 
financial  support  from  UCC  Energy's  parent 
company,  White  Mining  Limited  (recently  merged 
with  Felix  Resources  Limited),  UCC  Energy 
is  now  taking  the  technology  to  the  world. 

UCC  general  manager  John  Langley  says 
that  the  concept  of  clean  coal  technology  is 
generating  interest  worldwide. 

"Despite  what  people  would  like  to  do 
with  alternative  and  renewable  energy 
sources,  the  reality  is  that  in  the  immediate 
future  an  increasing  percentage  of  primary 
energy  will  continue  to  come  from  coal,  so  it 
is  important  that  we  find  a  way  of  using  it 
cleanly,"  says  Langley. 

The  genius  of  the  UCC  product  is  that  it 
creates  a  fuel  so  pure  it  can  be  fired  directly 
into  high-efficiency  gas  turbines  which,  when 
used  in  a  combined-cycle  configuration,  can 
achieve  substantial  reductions  in  greenhouse 
gas  emissions  while  still  using  a  coal-based 
fuel.  UCC  can  generate  power  with  more  than 
20%  savings  in  greenhouse  gas  emissions 
while  still  using  the  most  economic  and  widely 
available  energy  source:  coal. 

Although  UCC  Energy  is  not  the  only 
company  to  have  developed  clean  coal 
technology,  Langley  says  UCC's  advantage  is 
that  it  leapfrogs  other  clean  coal  technologies 
under  consideration  and  will  deliver  higher 
thermal  efficiency,  comparable  to  gas.  "No 
one  is  doing  what  we're  doing,"  he  says. 
Langley  adds  that  on  an  equal  energy  basis, 
Ultra  Clean  Coal  delivered  to  our  export 
markets  will  be  cheaper  than  natural  gas. 

The  Sydney-based  company  has  already 
signed  a  memorandum  of  understanding  with 


Ultra  Clean  Coal:  20%  emission  savings 

one  of  China's  top  three  power  producers, 
Datang  International  Power  Generation  Co. 
Ltd.,  to  become  a  customer  for  the  Ultra 
Clean  Coal  technology  as  soon  as  the  gas 
turbine  development  is  complete.  Remodeling 
of  gas  turbines  is  currently  underway  to 
accept  the  UCC  fuel  and  should  be  ready  for 
field  testing  within  two  years. 

Development  of  the  technology  into  a 
commercial  process  has  been  assisted  by 
Australian  Government  funding  and  by  the 
government's  business  support  organization, 
Invest  Australia.  "Australia's  coal  exports  next 
year  will  be  worth  around  AU$25  billion,  so 
it's  crucial  to  Australia,"  says  Langley. 

Regional  Growth  Offers 
Global  Opportunities 

ff^l  Once  a  minor  regional  office  for  its  parent 
mmm  company  in  Japan,  NEC  Australia  has 
become  a  major  player  in  the  Australian  IT&T 
market,  as  well  as  an  exporter  of  Australian- 
developed  products  to  Europe,  Asia-Pacific, 
South  and  North  America  and  the  Middle  East. 

"NEC's  early  success  came  quickly,"  recalls 
executive  advisor  Brendan  McManus,  who  has 
seen  the  company  grow  from  strength  to  strength 
since  he  joined  NEC  Australia  25  years  ago. 
"One  of  the  company's  first  projects  was  to 
provide  microwave  links  to  Southeast  Asia  for 
Australia's  government-owned  telecommuni- 
cations provider.  We  began  to  invest  in  R&D  and 
export  products,  and  it  wasn't  long  before  we 
passed  the  credibility  point  with  our  head  office 
and  were  seen  as  a  business  with  real  potential." 

Since  the  company  was  established  in 
Melbourne  in  1969,  NEC  Australia  has 
profited  by  responding  to  rapid  developments 
in  technology  and  the  changing  needs  of 
the  marketplace.  In  the  past  10  years  it  has 
responded  to  evolving  market  conditions  with 


a  major  shift  in  its  core  business.  "In  199 
we  manufactured,  tested  and  sold  produc 
says  McManus.  "The  majority  of  our  sales 
were  in  hardware,  with  only  10%  softwar 
Now  it's  80%  software  and  20%  hardwai 

NEC  Australia's  global  design  centre 
responsible  for  products  designed  and 
developed  in  Australia.  In  many  cases  the 
solutions  are  not  only  world-class  -  they  h; 
also  been  world-first.  NEC  Australia  is  no* 
reaping  the  rewards  of  this  innovation.  An 
sales  reached  AU$560  million  last  year, 
AU$67  million  of  that  in  exports.  In  the  prev 
financial  year,  NEC  Australia  earned  AU$ 
million  in  export  revenue,  accounting  for 
almost  25%  of  total  sales  revenue. 

NEC  Australia  now  specializes  in  end-to- 
network  solutions  for  carriers,  and  missior 
critical  and  managed  voice  and  data  netwc 
for  business  and  government.  The  compa 
also  seils  and  services  a  wide  range  of  da 
technology  and  home  electronics  product 

NEC  Australia  is  a  world  leader  in  bro. 
band  DSL  technology,  and  the  technologie 
and  solutions  developed  in  Australia  are  a 
proven  export  success.  Most  recently  the 
company  has  secured  major  broadband 
technology  deployments  to  such  countries 
Japan,  Hong  Kong  and  Turkey. 

More  than  40  countries  now  import  mc 
communications  products  that  include  softvv 
developed  in  NEC  Australia's  design  centr 
'"The  Australian  business  environment 
very  attractive  for  companies  such  as  NEC 
says  McManus.  "The  stable  economy  and 
government  and  the  highly  developed 
infrastructure  smooth  the  way  for  business 

NEC's  1,250  staff  in  Australia  includes 
almost  400  who  work  in  R&D.  "Most  of  ou 
staff  are  local  graduates  from  Australian 
universities,"  says  McManus.  "Many  of  ther 
are  multilingual  and  they  bring  with  them  a 
outward-looking,  flexible  attitude." 
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:ralia  is  one  of  the  most 
rtant  markets  for  Ericsson  in 
^sia-Pacific  region.  Australia 

a  growing  economy;  a  stable 
cal  and  business  environment; 
led,  well  educated  and 
lingual  workforce;  a  strategic 
zone  and  a  competitive  cost 

These  factors  provide  a 
isticated  market  and  the  right 
onment  enabling  Ericsson  to 

innovation  and  technology." 

Vestberg, 

itive  Vice  President  and  General 
ger.  Business  Unit  Global  Services 

CSSON 


"What  excites  us  most  about 
Australia  is  its  internationally 
respected  researchers.  Science  is 
at  the  heart  of  everything  we  do. 
Partnering  for  over  a  decade  with 
established  names  such  as  CSIRO- 
Australia's  scientific  and  industrial 
research  organisation -and  a  host 
of  leading  Australian  university 
research  centers,  has  contributed 
significantly  to  our  global  capabilities 
and  competitive  advantage." 

Chad  Holliday, 

Chairman  and  CEO 

DUPONT 


"Australia  has  been  an  integral 
part  of  Kellogg's  global  operations 
since  1924  and  provides  the  right 
business  climate  to  deliver  strong, 
dependable  growth.  Australia  is 
characterised  by  a  highly-skilled, 
multicultural  workforce,  a  vibrant 
economy  and  a  commitment  to 
sustainable  industry  growth  and 
development." 

A.D  David  Mackay, 

President  and  Chief  Operating  Officer 

KELLOGG  COMPANY 


"Australia  is  a  strong,  local 
market  with  a  robust  economy. 
Its  proximity  to  Asia  makes 
Australia  the  best  choice  in  the 
Asia-Pacific  region  to  do  business.' 

Arthur  W.  Coviello, 

President  and  CEO 

RSA  SECURITY  INC. 


Confidence  in  Australia -the  worlds  most 
resilient  economy -continues  to  grow  and 
multinational  companies  are  recognising  that 
Australia  is  the  contemporary  business  base 
for  Asia-Pacific  investment. 

Here  are  just  a  few  reasons  why  you  should 
be  looking  to  Australia  as  your  next 
Asia-Pacific  investment: 


>  World's  most  resilient  economy 

-  for  the  fourth  year  in  succession 
(WCY  2005). 

>  A  115%  increase  in  the  stock  of  FDI 
over  the  last  five  years  to  a  record 
US$250b  in  March  2005  (ABS  2005). 

>  Jumped  from  19th  to  the  7th 
most  attractive  FDI  destination 
in  the  world  (A.T  Kearney's  2004 
FDI  Confidence  Index). 

>  Fourth  largest  investment  funds 
under  management  in  the  world  - 
US$635b  (ICO. 


>  Highest  overall  productivity  (PPP)  per 
person  employed  in  the  Asia-Pacific 
region  (WCY  2005). 

>  Sophisticated  knowledge  economy 
with  services  accounting  for  almost 
80%  Of  GDP  (ABS  2004). 

>  Lowest  risk  of  political  instability 
in  the  Asia-Pacific  region  and  2nd 
lowest  in  the  world  (WCY  2005). 

>  One  of  the  lowest  cost  business 
locations  in  the  industrialised 
world  (KPMG  2004). 


Don't  make  an  investment  decision  in  the  Asia-Pacific 
without  visiting  www.investaustralia.com 


linn  Cnvcrnmcnt 


Invest  Australia  and  the  NSW  Department  of  State  and  Regional  Development  are  proudly 
hosting  the  Forbes  Global  CEO  Conference  In  Sydney  on  August  30-  September  t,  2005. 


New  South  Wales 
Department  of  State  and 
Regional  Development 
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DESTINATION 


Research  Reaps 
International  Rewards 

■  v    When  the  biotechnology  era  dawned  in 
mmm  the  early  1990s,  Australian  scientists 
knew  that  to  capitalize  successfully  on 
existing  research  and  data  would  require 
more  than  public  funding  alone. 

In  South  Australia,  a  small  group  of  expert 
scientists  founded  Bionomics  Limited,  a 
biotechnology  venture  that  would  focus  on 
creating  private-public  partnerships  to  develop 
new  diagnostic  tests  and  therapies  from 
gene-based  science. 

Bionomics  has  concentrated  its  research 
and  development  activities  in  three  key 
therapeutic  areas  including  epilepsy, 
angiogenesis  (inflammation  and  cancer) 
and  breast  cancer,  and  has  already  developed 
significant  licensing  agreements  with 
companies  in  the  U.S.,  Europe  and  Australia. 

One  of  these  agreements  includes  the 
licensing  of  Bionomics'  severe  myoclonic 
epilepsy  of  infancy  (SMEI)  diagnostic  test  to 
U.S.-based  Athena  Diagnostics  for  commer- 
cialization in  North  America  and  Japan  and  to 
Melbourne-based  Genetic  Technologies 
Limited  for  worldwide  distribution.  The  test 
provides  doctors  with  a  way  to  accurately 
diagnose  SMEI  in  children  for  whom  standard 
treatments  may  exacerbate  their  seizures. 

Bionomics'  other  significant  partnerships 
include  a  cancer  gene  therapy  agreement  with 
Louisiana  State  University;  central  nervous 
system  drug  discovery  collaboration  with 
Australia's  highly  respected  Walter  and  Eliza 
Hall  Institute;  drug  discovery  collaboration  with 
U.S.-based  biotech  Perkin-Elmer;  and  an  agree- 
ment with  Danish  biotech  Genmab  to  co-develop 
human  antibodies  for  angiogenesis  targets. 

Bionomics  CEO  and  managing  director 
Deborah  Rathjen  is  excited  about  the  company's 
drug  discovery  program,  in  particular  its  new 
developments  in  anxiety  management:  "We  have 
already  made  significant  progress  with  a  drug 
that  suppresses  the  symptoms  of  anxiety 
without  any  of  the  usual  side  effects  such  as 
addiction,  memory  loss  or  sedation.  It's  a 
development  that  will  make  a  significant 
difference  to  the  quality  of  people's  lives." 

Rathjen  says  the  company's  next  step  is 
to  increase  market  capitalization,  and  she 
confidently  predicts  tenfold  growth  by  2008. 
"Our  plan  is  to  concentrate  on  positioning  our 
phase  two  products  while  making  sure  there 
is  a  constant  pipeline  of  earlier-stage  projects 
in  development,"  she  says. 

Rathjen  has  no  doubt  the  company  will 


make  a  significant  contribution  to  developments 
in  gene-based  technologies  in  coming  years: 
"Australian  research  has  an  excellent  reputation, 
and  in  turn  that  attracts  the  world's  best 
scientists  to-the  country.  We  have  a  number 
of  Nobel  Prize  winners  in  Australia  in  the  life 
sciences  area,  and  we  continue  to  produce  an 
extremely  high  standard  of  creativity  with 
sometimes  limited  amounts  of  funding. 
Australia  has  a  phenomenal  track  record  in 
making  medical  discoveries,  and  I'm  sure  we 
will  continue  to  be  at  the  forefront  of  research." 

Homegrown  Design 
Recipe  for  Growth 

P^l  Konica  Minolta  Australia  is  a  regional 
wmm  office  of  a  global  corporation,  but  it  is 
not  merely  a  profitable  conduit  for  products 
developed  and  marketed  by  its  head  office  in 
Japan.  Now,  Australians  are  taking  the  lead  in 
developing  services  and  designs  for  Konica 
Minolta  worldwide. 

Konica  Minolta's  corporate  strategy  officer, 
John  Frasier,  may  have  been  born  and  raised 
in  the  U.S.,  but  after  25  years  Down  Under  he 
is  firmly  convinced  of  the  company's  long-term 
future  in  Australia.  Aside  from  his  enthusiastic 
description  of  Australia  as  "paradise,"  Frasier 
believes  Australian  skill,  can-do  attitude  and 
creativity  will  continue  to  make  Konica  Minolta 
Australia  a  company  to  watch. 

Since  the  merger  between  Konica  and 
Minolta  in  2003,  the  company  has  become  one 
of  the  top  four  in  the  industry,  in  competition 
with  Xerox,  Ricoh  and  Canon.  Years  of  joint 
research  and  development  prior  to  the  merger 
quickly  placed  the  company  in  a  good  position 
to  further  develop  the  major  synergies  between 
the  two:  lenses,  cameras,  engineering  and 
color  technology. 

"We  have  a  high  level  of  skill  and  intellectual 
property  here  in  Australia,  and  we  have  developed 
design  partnerships  with  local  companies  that 
are  providing  Konica  Minolta  with  creative 
content  in  demand  overseas,"  says  Frasier. 

One  of  those  partnerships  is  with  Adelaide- 
based  software  designer  Fusion  Design.  For 
eight  years  the  company  has  been  working  with 
Konica  Minolta  to  develop  a  range  of  projects, 
including  CD-ROM  and  Web-based  training 
materials  used  globally  by  the  company. 

Frasier  is  also  excited  about  the  company's 
new  customer  support  system.  Konica  Minolta's 
remote-care  diagnostics  system  will  give  its 
customers  a  unique  service  -  pre-emptive 
diagnoses  of  technical  problems  and  then  follow- 
up  service  -  all  before  the  customer  even 


Biotechnology:  New  partnerships 

realizes  there  is  a  problem.  It  is  a  concept 
customer  service  that  reaches  a  whole  new  k 
The  fully  secure  wireless  network  device  use 
support  the  diagnostic  system  will  not  inter 
with  customers'  own  networks.  It  was  crea 
in  Australia  but  has  been  marketed  global! 

At  the  same  time,  Konica  Minolta's  prese 
outside  Australia  continues  to  grow  with  tr 
company  providing  support  services  to  Asi 
the  Pacific,  South  Africa  and  the  Middle  E? 

Frasier  believes  the  outlook  for  the  imac 
industry  as  a  whole  is  very  bright,  but  particul. 
so  for  Konica  Minolta  Australia.  "There  are 
great  opportunities  for  the  company  both  ii 
Australia  and  globally,"  he  says.  "We  have  sc 
of  the  finest  products  and  can  produce  then 
a  reasonable  price.  We  are  continuing  to  inv 
in  research  and  development  to  make  sure 
we  are  able  to  offer  our  customers  the  late 
technologies  and  support  services  they  nee 


Thinkinq  About  Australi 


Partner  With  Us! 


To  find  out  more,  visit 
www.investaustralia.gov.au. 


When  it  comes  to  investing  in  the  Asia  Pacific,  Sydney 
knows  about  international  business.  In  fact,  nearly  600 
companies  have  chosen  Sydney  for  their  regional 
headquarters  and  regional  operating  centres. 

Sydney  has  the  best  of  business  assets  -  a  well  educated, 
multilingual  workforce  with  a  strong  reputation  for 
innovation  and  enterprise. 

Its  sophisticated  business  environment  and  dynamic 
economy  are  complemented  by  its  cosmopolitan 
lifestyle  and  vibrant  culture. 


Smart  and  successful,  Sydney  is  a  global  city  in  every 
sense.  It's  great  doing  business  in  Sydney  and  it's  a 
fantastic  place  to  live. 

To  find  out  why  Sydney  is  First  for  Business  in 
the  Asia  Pacific  and  how  the  New  South  Wales 
Department  of  State  and  Regional  Development 
can  help  you  establish  or  expand  in  Sydney, 
visit  www.business.nsw.gov.au 


There's  no  place  in  the  world  like 
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Australian 
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Northern  Territory:  Kata  Tjuta  (The  Olgas) 

It  is  not  surprising  that  Australia  regularly  tops  tourism  polls: 
the  Land  Down  Under  offers  a  diverse  variety  of  activities  on 
land,  sea  and  in  the  air.  Dip  your  toes  in  tropical  waters;  slam 
a  par  three  on  a  Greg  Norman-designed  golf  course;  get 
cuddly  with  a  koala;  sip  one  of  the  world's  great  wines;  or 
just  relax  in  the  shade  of  a  huge  gum.  Whatever  you  do, 
you  can  be  sure  you  will  enjoy  an  Australian  sojourn. 
Here  are  some  of  Australia's  special  destinations: 


Wilderness  and  Wildlife 

Seven  Spirit  Bay  Wilderness  Lodge  is 

located  in  the  Northern  Territory's  remote 
and  almost  unpopulated  2,200-square-kilo- 
meter  Cobourg  Peninsula.  Surrounded  by 
Garig  Gunak  Barlu  National  Park  and 
fringed  by  a  marine  park,  the  resort  offers  an 
unequaled  array  of  flora  and  fauna.  Although 
Seven  Spirit  Bay  is  isolated,  it  is  only  a  45- 
minute  flight  over  Van  Diemens  Gulf  from 
Darwin 

Tasmania's  Cradle  Mountain  in  Lake 
St.  Clair  National  Park  is  one  of  the  last  true 
wilderness  regions  on  earth,  yet  guests  will 
experience  luxurious  pampering  at  Cradle 
Mountain  Lodge.  Cradle  Mountain  is  set  in 
an  ancient  landscape  of  jagged  contours, 
where  native  birds  and  animals  have  evolved 
into  a  wonderful  harmony  that  reflects  tens 
of  thousands  of  years  of  quiet  and  peace. 

Oueensland's  Daintree  National  Park  is 
1 40  million  years  old  and  is  the  oldest  living 
rainforest  on  earth.  At  Cape  Tribulation,  the 
park  stretches  all  the  way  to  the  Great  Barrier 
Reef  where  there  is  ample  opportunity  for 
snorkeling  and  diving.  The  luxury  Daintree 
Eco  Lodge  and  Spa  provides  private  tree- 
house  accommodations  and  offers  spa 
treatments  featuring  unique  Aboriginal 
massage  techniques  and  products. 

Wrotham  Park  Lodge,  300  kilometers 
west  of  Cairns  in  Far  North  Queensland,  is 
a  working  station  with  300,000  head  of 
cattle  on  600,000  hectares.  The  lodge  offers 


fishing,  riding,  canoeing,  nature  walks  and 
stargazing.  With  only  20  guests  on  site,  each 
is  assured  of  generous  luxury. 

Along  with  the  Sydney  Opera  House  and 
Harbor  Bridge,  Australia's  greatest  icon  is  Uluru 
(formerly  known  as  Ayers  Rock).  And  the 
best  place  to  view  this  spectacular  monolith 
is  Longitude  131°,  a  15-tent  luxury  camp 
in  the  heart  of  Uluru-Kata  Tjuta  National 
Park,  in  Australia's  Red  Centre.  Set  atop  an 
isolated  sand  dune,  Longitude  131°  also  is 
an  excellent  base  from  which  to  explore 
Kata  Tjuta  (the  Olgas)  and  Walpa  Gorge. 

Visitors  to  South  Australia's  Kangaroo 
Island  lose  count  of  the  wallabies,  goannas, 
koalas,  kangaroos,  echidnas,  dolphins,  sea 
lions,  penguins,  fur  seals,  eagles,  whales  and 
ospreys  they  view  on  this  beautifully  unspoiled 
island.  Kangaroo  Island  has  a  welcoming 
rural  atmosphere,  and  its  long  history  of 
farming  and  fishing  has  left  a  heritage  of 
charming  villages  and  distinctive  lighthouses 

Wine  and  Food 

The  Hunter  Valley  is  recognized  for  its  fine 
wines,  but  there  is  much  more  to  this  scenic 
region  than  vineyards.  Located  a  comfortable 
two-hour  drive  from  Sydney,  the  Hunter 
Valley  makes  a  welcome  weekend  respite 
from  business  life  in  the  state  capital.  A  dawn 
flight  in  a  hot-air  balloon  will  provide  superb 
views  of  this  beautiful  region. 

Margaret  River,  south  of  Perth  in 
Western  Australia,  enjoys  a  Mediterranean 
maritime  climate  and  is  acclaimed  for  its 


NSW:  Australia's 
Powerhouse  State 


1^1  New  South  Wales'  capital,  Sydne 
mm  get  the  lion's  share  of  the  world's 
attention  when  Australia  is  mentioned, 
investors  know  there  is  more  to  this  ur 
and  beautiful  state  than  its  vibrant  capit 

Australia's  largest  and  most  dynarr 
economy,  NSW  attracts  investors  from 
around  the  world,  offering  internationa 
companies  a  stable,  strong  and  politic; 
tolerant  environment  in  which  to  devel 
business  interests  in  the  region. 

NSW  is  one  of  the  most  competitive 
Pacific  business  locations,  and  its  eco 
has  grown  strongly  in  the  past  decade, 
gross  state  product  of  AU$283  billion  (£ 
2004)  and  35%  of  the  national  econo 

Australia  has  one  of  the  world's  lea 
service  economies,  and  industries  such 
finance  and  business  services  and  inform 
and  communications  technology  are  partic 
prominent  in  NSW.  At  the  same  time,  tf 
state  boasts  significant  strengths  in  ag, 
cultural  and  mineral  production,  as  well 
manufacturing  and  processing.  New  indui 
as  diverse  as  biotechnology,  aquacultur 
and  contact  centers  are  also  flourishinc 

The  state's  mining  and  mineral  proce; 
earns  more  than  AU$6  billion  in  export 
revenue  annually;  information  and  comr 
cations  technology  (ICT)  generates  AU: 
billion  each  year;  and  in  1 999-2000  the 
finance  and  business  services  market 
achieved  a  total  industry  income  of  AU$ 
billion.  NSW's  Standard  and  Poor's  AAA  c 
rating  reflects  the  state's  ongoing  secu 
stability  and  prosperity. 

NSW  continues  to  be  an  attractive 
proposition  for  relocating  executives.  Off 
a  similar  lifestyle  to  North  America  and 
Europe,  for  8  of  the  past  1 0  years  Sydn 
has  taken  the  honors  as  the  World's  Be 
City  in  the  annual  survey  by  the  New  Yo 
based  Travel  &  Leisure  magazine.  Sydne 
the  most  multicultural  city  in  the  Asia-Pa 
region,  and  its  diversity  has  produced  a 
society  that  is  creative,  open  and  friend!" 
It  is  not  surprising  that  more  internation 
companies  are  deciding  to  base  their 
regional  headquarters  in  NSW. 

The  New  South  Wales  Department  o 
State  and  Regional  Development  is  t 
first  point  of  contact  within  governmt 
for  companies  wishing  to  do  busines 
in  Sydney  and  regional  NSW. 

Rl  For  more  information,  visit 
mm  www.business.nsw.gov.au. 


 •;.  

•  ••• *• •  • 

In  September  2005,  Sydney  will  play  host  to  the  world's  most  influential 
business  leaders  at  the  Forbes  CEO  Forum,  and  the  Australian  business  events 
industry  will  deliver  some  unique  experiences  that  will  demonstrate  the 
potential  of  Australia  as  a  corporate  meeting  and  incentive  destination. 

Australians  are  known  for  their  open,  friendly  and  free  thinking  nature.  They 
work  hard  and  play  even  harder  in  the  pursuit  for  greater  results.  Companies 
from  around  the  world  choose  Australia  to  inspire  and  motivate  their  work  force 
by  hosting  a  meeting,  conference  or  incentive  program  in  Australia. 

Race  to  www.meetings.australia.com  to  discover  more  on  how  we  can  help  you. 


»  *!    9  < 
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wines  and  gourmet  food.  The  Margaret  River 
region  produces  more  than  20%  of  the 
nation's  premium  wines,  and  while  wine  and 
food  are  the  primary  attraction,  there  is  also 
excellent  whale-watching,  challenging  caving, 
thrilling  surfing  and  good  golfing. 

Almost  reaching  into  the  suburbs  of 
Melbourne,  the  Yarra  Valley  is  home  to 
award-winning  vineyards,  boutique  hotels  and 
quality  restaurants.  Five-star  luxury  is  standard 
fare  at  the  Heritage-listed  hotel  Chateau 
Yering,  while  along  the  valley  the  popular 
TarraWarra  Winery  incorporates  the  TarraWarra 
Museum  of  Art,  an  impressive  private  collection 
of  late  20th-century  Australian  artworks. 

Cities  and  Culture 

The  Australian  capital,  Canberra,  was 

farmland  less  than  a  century  ago.  Today  it 
is  a  clean,  planned  city  wrapped  round  an 
expansive  man-made  lake  that  has  become 
an  attraction  in  its  own  right.  The  national 
parliament  meets  in  a  large  modern  building 
that  rises  from  an  artificial  hill  to  become  a 
focal  point  for  the  city.  Nearby  are  some  of 
Australia's  most  significant  museums  and 
galleries.  The  National  Gallery  of  Australia's 
collections  comprise  more  than  100,000 
works  that  include  Australian,  Aboriginal 
and  Torres  Strait  Islander  art  as  well  as 
international  pieces.  A  museum  of  a  different 
type  is  the  Australian  War  Memorial,  whose 
collection  relates  the  story  of  a  young  nation's 
wartime  experience. 

Melbourne  has  long  had  a  deserved 
reputation  as  the  cultural  heart  of  Australia. 
The  National  Gallery  of  Victoria's  (NGV) 
collection  of  international  art  is  outstanding, 
and  the  gallery  regularly  features  visiting 
exhibitions  of  precious  works  from  the  world's 
great  collections.  At  nearby  Federation 
Square,  the  NGV  celebrates  all  that  is  unique 
about  Australian  art.  Melbourne  also  has  a 
passion  for  sport,  which  will  reach  a  peak  in 
March  2006  when  the  city  hosts  the  1 8th 
Commonwealth  Games. 

Sydney  is  a  sparkling  city,  and  when 
viewed  from  the  water  -  whether  from  a 
luxury  yacht  or  a  simple  ferry  trip  across  the 
harbor  -  it  is  even  more  beautiful.  Beauty  in 
another  form  is  epitomized  by  the  glistening 
sails  of  the  Sydney  Opera  House,  only  a 
gentle  stroll  from  the  central  business  district. 
Sydney's  other  architectural  icon  -  the 
Sydney  Harbour  Bridge  -  presents  a 
challenge  to  the  adventurous:  a  climb  along 
an  external  arch  to  the  top  of  the  coat 
hanger-shaped  structure. 


Exclusivity  and  Luxury 
At  Stamford 

Stamford  Hotels  and  Resorts,  the  official 
hotel  for  the  2005  Forbes-Global  CEO 
Conference  in  Sydney,  is  the  largest 
independent  owner  and  operator  of  luxury 
hotels  in -Australia  and  New  Zealand.  The 
group,  which  celebrates  its  10th  anniversary 
this  year,  has  10  award-winning  properties 
in  Brisbane,  Sydney,  Melbourne,  Adelaide 
and  Auckland. 

The  company,  part  of  Singapore's  Stamford 
Land  Corporation,  attributes  its  success  to 
the  decision  to  manage  all  hotels  under  the 
Stamford  umbrella  and  focus  on  building 
a  portfolio  of  uncompromising  landmark 
properties  in  the  best  locations. 

The  luxurious  Sir  Stamford  at  Circular 
Quay,  the  official  hotel  of  the  2005  Forbes 
Global  CEO  Conference,  is  regularly  voted  the 
number  one  hotel  in  Australia.  The  boutique- 
style  Sir  Stamford  in  Double  Bay  is  in  the 
heart  of  Sydney's  most  sophisticated 
shopping  and  restaurant  precinct,  and  the 

Beaches  and  Islands 

Wilson  Island,  a  tiny  coral  cay  on  Queensland's 
Great  Barrier  Reef,  is  home  to  rare  turtle  and 
bird  breeding  grounds  and  an  amazing  variety 
of  marine  life.  The  island  accepts  a  maximum 
of  12  adult  guests,  accommodated  in  perma- 
nent "tents,"  which  provide  the  most 
luxurious  outdoor  living.  The  ideal  season  to 
visit  is  in  June  and  July  when  the  waters  are 
crystal  clear  and  the  sea  life  is  dazzling. 

On  the  edge  of  Western  Australia's  Kimberley 
region,  where  the  outback  meets  the  sea,  lie 
23  kilometers  of  glittering  white  sand  gently 
lapped  by  the  turquoise  Indian  Ocean.  Cable 
Beach  is  on  the  edge  of  the  township  of  Broome, 
famous  for  its  pearling  history  and  shipwrecks. 
It  is  an  excellent  place  from  which  to  start 
exploring  the  outback  with  a  4WD  safari  or  a 
trip  to  the  ruggedly  beautiful  Kimberley  Gorge. 

Sydney  is  fortunate  to  have  good  surf 
beaches  right  at  the  city's  edge,  and  none  is 
better  than  Bondi  Beach.  Ever  beautiful  despite 
the  crowds,  Bondi  is  a  mecca  for  surfers, 
swimmers,  families  and  celebrity-watchers.  In 
casual  Australian  style,  swimmers  wander 
straight  from  the  surf  to  the  pub;  a  little  more 
elegant  are  Bondi's  fabulous  sea-view  restau- 
rants. Bondi  is  also  a  starting  point  for  cliff- 
side  walking  tracks  that  wander  the  coastline 
from  Bondi  to  nearby  Tamarama. 

Victoria's  Great  Ocean  Road  ranks  among 
the  world's  most  popular  coastal  drives.  The  road 
stretches  almost  300  kilometers  around  the 
Victorian  coastline  to  Warrnambool,  where  huge 
Southern  right  whales  calve  and  rest  during  winter. 


nearby  Stamford  Plaza  Double  Bay  is 
known  as  Sydney's  "showbiz  hotel." 

Stamford  Hotels  and  Resorts  pro 
are  consistent  national  and  internatio 
award-winners.  Stamford  Plaza  Auck 
the  only  New  Zealand  hotel  to  be  gra 
"Superior  Deluxe"  by  the  Official  Hotel 
and  is  recognized  as  a  World's  Best  Pi 
by  Travel  &  Leisure  magazine.  Sir  Stai 
Circular  Quay  has  been  voted  Numbe 
Hotel  in  Australia  on  the  Conde  Nast  Ti 
Gold  List  and  has  won  the  prestigiou 
Australian  Hotels  Association  Award: 
Excellence  for  best  deluxe  hotel  and  I 
restaurant.  The  Stamford  Plaza  Brisbc 
Siggi  restaurant  has  won  the  America 
Express  Fine  Dining  Restaurant  Awar 
three  consecutive  years. 

Spas  and  Retreats 

Angsana  Spa  Resort,  20  minutes  frorr 
International  Airport  in  Far  North  Queei 
is  the  only  true  beachfront  resort  in  Pal 
Cove.  Guests  walk  from  their  suite  direc 
the  Coral  Sea.  The  Great  Barrier  Reef, 
longest  reef  in  the  world,  weaves  along 
horizon  and  is  readily  accessible.  The  Ai 
Spa  is  set  in  natural  surroundings  and  c 
variety  of  holistic  spa  treatments  and  ma: 

Natural  mineral  water  flows  from  th 
springs  in  the  Daylesford  region,  abou 
80-minute  drive  from  Melbourne.  The  s 
provide  pure  mineral  water  and  are  a  sc 
for  the  many  spa  retreats  hidden  away  i 
area's  lush  green  valleys  and  hills.  The  H 
Spa  is  Australia's  only  mineral  water  ba" 
facility,  and  available  treatments  include 
hydrotherapy  baths  as  well  as  massage 
beauty  therapies  and  anti-aging  therapn 
Daylesford  also  has  a  thriving  artistic 
community,  and  the  town  has  many  gall' 

Byron  Bay  on  the  far  north  coast  o 
New  South  Wales  has  long  been  knowr 
a  place  to  unwind  and  rejuvenate.  It  is  a 
away  that  is  alluring  to  people  of  all  type 
artists  discover  tranquility,  craftspeople  f 
inspiration,  and  the  rich  and  famous  rela 
undisturbed.  A  wide  variety  of  accommod 
caters  to  the  diverse  needs  of  its  visitors 
ranges  from  exclusive  resorts  to  the  mo: 
humble  facilities.  Out  to  sea  there  is  ano 
attraction:  Byron  Bay  is  one  of  the  most 
popular  whale-watching  locations  in  Aus 
from  June  until  September. 
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Promod  Haque  grew  up  in  the  old  India  and  resettled 
in  Silicon  Valley.  Now  the.venture  capitalist  revisits  his 
homeland  in  search  of  the  next  great  tech  company. 

By  Erika  Brown 


m 


Promod  Haque,  at 
Humayim's  Tomb 
(the  predecessor  to 
the  Taj  Mahal) 
in  Delhi.  India. 


why"i"? 

When  it  comes  to  on  demand  business,  the"i"s  have  it. Your  business  can 
benefit  in  real  and  meaningful  ways  thanks  to  the  on  demand  IBM  eServer' 
iSeries  "  system.  Don't  just  take  our  word  for  it.  There  are  lots  of  reasons 
midsized  businesses  everywhere  have  simplified  their  business  processes 
with  the  iSeries  systems.  Here  are  a  few  of  them: 


(U  £  1    J  J  as  in  integral. 

Greif,  a  world  leader  in  industrial  packaging,  has  experienced  substantial 
growth  through  acquisitions.  Their  iSeries  servers  helped  them  simplify 
an  increasingly  complex  IT  infrastructure.  Consolidating  on  iSeries 
servers  helped  them  significantly  reduce  their  IT  infrastructure  costs. 


I 


as  in  instant. 

The  USTA  uses  an  iSeries  server  to  run  distinct  applications  simultaneously 
on  a  single  server,  simplifying  management  of  apps  that  previously 
ran  on  three  different  servers.  This  lets  them  post  real-time  scores  to 
USOpen.org,  which  is  viewed  by  millions  of  fans  around  the  world. 


as  in  ideal. 

Bank  Mandiri,  in  Indonesia,  needed  to  simplify  their  systems  after 
merging  with  four  different  institutions.  Now  a  single  iSeries  840 
handles  nearly  seven  million  accounts  at  788  branches. 


as  in  impressive. 

The  Asian  Art  Museum,  in  San  Francisco,  simplified  business 
operations,  increased  staff  productivity  and  enhanced  the  overall  visitor 
experience  with  the  help  of  iSeries  servers,  which  will  be  remembered 
throughout  the  ages  as  helping  keep  operation  costs  low. 


One  word.  Simplify.  You  have  complex  business  demands;  the 
last  thing  you  need  is  a  complex  IT  environment.  Enter  the  IBM  eServer 
iSeries  system.  Ifs  a  single  integrated  solution  (server,  storage  and  software) 
for  midsized  business  that  helps  you  be  more  responsive,  run  thousands  of 
the  world's  most  powerful  business  applications  and  run  multiple  operating 
environments  from  a  single  server.1  This  can  help  reduce  the  number  of 
servers  you  need.  This  can  help  reduce  the  labor  required  to  manage  them. 
And  this  can  help  reduce  internal  costs.  So  you  can  invest  those  savings  to 
fuel  growth.  Find  out  what  iSeries  customers  everywhere  are  so  excited 
about  at  ibm.com/eserver/whyi 


(©  server' 
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romod  Haque  grew  up  in 
the  old  India,  born  into  a 
lower-middle-class  family, 
but  he  was  lucky  enough  to 
attend  a  school  in  New 
Delhi  for  the  children  of 
wealthy  dignitaries.  His 
father  was  a  bureaucrat;  his  mother  took 
a  job  as  a  teacher  elsewhere  to  cover  his 
tuition  "I  was  very  fortunate  to  go  there," 
he  says,  "but  I  was  an  outsider." 

After  he  graduated  in  engineering  and 
started  selling  medical  gear  in  India,  he 
proudly  bought  his  parents  their  first 
refrigerator.  Two  years  later,  in  1972,  he 
arrived  in  the  U.S.  for  grad  school  at 
Northwestern — and  was  stunned  to  see 
that  every  student  apartment  had  its  own 
fridge.  "I  was  amazed  by  all  the  afflu- 
ence." Haque  (pronounced  "Hock") 
went  four  years  without  talking  to  his 
folks,  who  had  no  phone;  they  wrote  let- 
ters. He  never  returned  to  live  in  India.  In 
1978  his  parents  joined  him  in  Chicago. 

But  Haque  goes  back  to  India  a  lot 
these  days,  in  search  of  high-tech  gold. 
India  is  on  the  rise,  a  booming  supplier 
of — and  a  thriving  market  for — back- 
shop  software,  wireless  infrastructure, 
chip  design  and  more.  Haque,  57,  is  the 
managing  partner  of  Norwest  Venture 
Partners,  a  $1.8  billion  fund  in  Palo  Alto, 
Calif.;  12  shops  in  his  portfolio,  one-third 
of  the  active  total,  have  links  to  India. 

U.S.  venture  firms  will  raise  $1  billion 
for  India  by  the  end  of  this  year.  Soft  Bank 
Asia  Infrastructure  Fund  has  earmarked 
$100  million  of  its  new  $650  million  fund 
for  India.  WestBridge  Capital  Partners  is 
closing  a  $200  million  India-only  fund. 
"We're  seeing  tons  of  competition  for 
deals.  It's  a  huge  opportunity,  and  every- 
body knows  it,"  says  Rob  Chandra  of 
Bessemer  Venture  Partners. 

Ravi  Krishna,  40 

Sonoa's  cofounder  moved  to  the 
U.S.  in  1990  but  returned  to  India  a  year 
ago.  He  rents  a  home  in  a  posh  country 
club  in  Bangalore,  with  pools,  tennis 
courts  and  restaurants,  paying  $1,500  a 
month.  He  pays  the  live-in  nanny  who 
cares  for  his  son  $150  a  month:  his  son's 
private  school  runs  $8,000  a  year. 


Haque  returns  to  his  homeland  once 
a  quarter,  meeting  with  fledglings  he 
might  fund,  hawking  his  portfolio  to 
India's  tech  giants  and  preaching  a  blunt 
message  tc  the  locals  about  the  promise 
of  wealth  creation — and  the  risk  that 
India  will  overprice  its  services  and  get 
undercut  by  other  developing  nations. 

"We  need  to  think  about  where  the 
technology  centers  of  the  world  will  be  in 
ten  years  and  make  sure  we're  there  now," 
says  Haque.  "The  reason  Silicon  Valley  is 
a  mecca  for  start-ups  is  that  it  has  the 
entire  ecosystem  in  place.  If  it  is  not 
developed  where  we  want  to  do  business, 
we  need  to  build  it." 

He  recently  let  FORBES  tag  along  on  a 
trip  back  home  that  covered  15,926  miles 
in  nine  days,  hitting  eight  cities,  to  hold 
47  meetings  with  people  stoking  India's 
high-tech  boom.  Clashes  and  contrasts 
abound.  Sprawling  corporate  palaces 
arise  in  the  midst  of  shantytowns;  multi- 
millionaires are  besieged  by  frightfully 


frail  children  in  tattered  clothes  who  b< 
for  rupees  and  dive  into  trash  bins  ft 
food;  world-class  technology  is  accessib 
only  by  driving  for  hours  over  rutte 
dirty,  stomach-churning  mountain  road 
India  produces  four  times  as  mar 
engineers  as  the  U.S.  but  is  one  of  tr 
poorest  nations  on  earth,  with  as  many . 
70%  of  its  people  living  in  poverty  ar 
per  capita  income  of  $500  (set  to  reac 
$750  by  2010).  The  countryside  remaii 
savagely  primitive  in  some  ways.  Air-coi 
ditioning  is  scarce,  though  temperatun 
exceed  110  degrees  (giving  this  report* 
heat  stroke — twice).  Traffic  jams  conten 
with  sacred  cows,  ambling  camels  an 
rickety  rickshaws.  Monsoons  wash  aw£ 
power  lines,  cars  and  people. 


HAQUE'S  TRIP  BEGINS  AT  8  A.M.  IN  SA! 
Francisco  on  a  Tuesday.  After  a  26-hoi 
flight  (San  Francisco  to  Chicago  to  Londo 
to  Mumbai),  he  lands  at  1:30  a.m.  loc. 


Si 
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time  on  Thursday.  He  rises  for  a  7:30  a.m. 
meeting  with  a  Norwest  manager,  then 
hops  into  a  chauffeured  BMW  (no  one  in 
India  drives  themselves;  chauffeurs  work 
for  $100  a  month).  The  streets  are  mobbed 
with  mopeds,  rickshaws  and  taxis. 

We  drive  out  of  the  city  and  over 
rugged  mountain  passes  to  Pune,  a  uni- 
versity town  that  Haque  says  one  day  will 
rival  Palo  Alto  in  Silicon  Valley.  It  takes 
four  hours  to  go  a  hundred  miles.  At 
1  p.m.  he  arrives  at  a  hotel  to  speak  with  a 
dozen  reporters,  touting  the  benefits  of 
Pune  over  Bangalore,  India's  much- 
hyped  tech  center.  "Pune  is  the  hot  city  to 
watch,"  Haque  tells  them.  "It  is  where  the 
Silicon  Valley  was  20  years  ago." 

Haque  says  he  encourages  all  of  his 
portfolio  companies  to  expand  to  Pune. 
Amberpoint,  which  makes  software  that 
manages  Internet-related  applications, 
opened  an  office  there  in  May.  Veraz  Net- 
works, which  helps  telcos  replace  old  cir- 
cuit switches  with  sleeker  software-based 
switches,  plans  to  double  its  Pune  staff  to 
130  by  year-end.  Haque  hopes  to  take 
Veraz  public  in  2006. 

At  6  that  night  Hague  gives  the 


"Pune  is  the  hot  city  to  watch 
It's  where  the  Silicon  Valley 
was  20  years  ago." 


keynote  at  an  event  sponsored  by  TiE 
(The  Indus  Entrepreneurs),  a  schmooze 
group  for  India's  techies.  He  hopes  to 
persuade  them  to  embrace  the  Valley's 
key  currency:  stock  options.  It  is  a  hard 
sell— options  have  been  legal  here  only 
four  years,  and  most  large  companies 
don't  offer  them.  "There  needs  to  be  a 
culture  of  not  looking  for  a  quick  fix  of 
salary  but  the  opportunity  for  greater 
wealth.  Otherwise,"  Haque  warns  the 
crowd,  "India  will  get  left  behind  by  other 
countries."  The  room  is  silent. 

He  gets  mobbed  by  entrepreneurs.  He 
balances  a  plate  of  curried  chicken  while 
standing  and  listening  to  hear  whether 
someone  here  might  be  worth  a  visit.  At 
1 1  p.m.  we  drive  three  hours  to  South 
Mumbai  and  check  into  another  hotel. 

The  next  morning,  a  Friday,  Haque 
has  breakfast  with  people  from  Interna- 
tional Justice  Mission,  a  nonprofit  that 


each  year  rescues  120  girls  from  sexu< 
slavery.  He  meets  one  of  them:  Simrar 
22,  who  is  learning  English  and  works  as 
receptionist.  The  aides  don't  let  Simra 
see  the  menu  for  fear  she  will  learn  sh 
was  pimped  for  the  price  of  a  cup  of  cof 
fee.  Haque  agrees  to  host  a  fundraisin 
dinner  at  his  home  in  September. 

After  two  more  meetings  we  head  t< 
Tata  Consultancy  Services,  a  $2.2  billioi 
(revenue)  arm  of  Tata  Group,  an  $18  bil 
lion  conglomerate  and  one  of  the  oldes 
companies  in  India.  Based  in  a  must; 
building  in  South  Mumbai,  TCS  has  ai 
entrance  secured  by  metal  detectors  anc 
uniformed  guards.  On  the  walk  from  th 
car  to  the  door  a  pack  of  street  urchin 
descends  on  Haque,  tugging  at  his  jacket 

Inside,  Haque  launches  into  his  spie 
of  the  week.  "You  have  great  vision  intc 
the  shortcomings  of  companies  like  Ora 
cle  and  PeopleSoft,  and  your  consultant: 
have  a  good  idea  about  pain  points,"  h« 
tells  the  TCS  guys.  "If  you  see  a  need  we 
would  be  very  interested  in  hearing 
about  it."  They  agree  to  pursue  a  devel 
opment  deal  and  leave  the  details  to  later. 
At  2  p.m.  Haque  meets  with  TCS  Chiel 
Subramanian  Ramadorai.  Servants  bring 
in  tea  and  coffee  on  delicate  china 
Haque  and  Ramadorai  chat  about  the 
world  economy,  but  not  much  happens 
This  is  the  dance  of  powerful  men  in  old 
India:  You  don't  do  business  until  you've 
had  a  few  chats. 

Next  up:  a  visit  to  Reliance  Group,  a 
glittering  example  of  modern  India.  It 
takes  the  driver  90  minutes  to  go  7  miles 


Ravi  Chandra,  37 

The  chief  operating  officer  of  Sonoa, 
a  startup  backed  by  Promod  Haque, 
lives  and  works  in  Silicon  Valley.  He 
moved  to  the  U.S.  in  1991.  The  homes  in 
his  neighborhood  go  for  $1.5  million.  Two 
of  his  three  kids  go  to  private  school  for 
$18,000  a  year— each.  Their  nanny  is 
paid  $2,000  a  month. 
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Flexjet  and  the  Challenger  604 
We  Offer  You  The  World 


'  Fly  To  Europe  and  Hawaii  Without  Positioning  Fees 

(f  you  want  the  world,  travel  in  the  aircraft  and  fractional  ownership  program  designed  for  it.  Expand  your  reach  in  a  cabin  that 
'  takes  comfort  and  productivity  to  more  refined  levels.  Fly  beyond  boundaries  with  new  fee  options  that  create  opportunities. 
Experience  luxury  reserved  solely  for  Flexjet'  owners  -  onboard  the  Challenger-  604,  the  world's  bestselling  large  business  jet. 
Now  with  even  more  room  to  conference,  relax  and  sleep.  Meet  in  London.  Recharge  in  Hawaii.  So  you  want  the  world?  It's  yours. 


Go  further  -  with  no  positioning  fees  to  Europe  and  Hawaii.  Call  1-800-f  LEXJET  or  visit  flexjet.com. 

BOMBARDIER 

BOMBARDIER  FLEXJET 


,<4* r  Inc.  '  Trademark(s)  ol  Bombardierinc.  or  its  subsidiaries.  Call  Fle«jel  lor  terms  and  conditions. 


India  Rising 


"There  needs  to  be  a  culture  of  not  ^ 
looking  for  a  quick  fix  of  salary  but 
the  opportunity  for  greater  wealth." 


Reliance  has  $23  billion  in  annual  sales  in 
finance,  energy  and  technology.  Tall  gates 
protect  its  campus  of  pristine  roads  and 
mirrored  offices  from  the  cardboard 
shacks  across  the  street.  Haque  has  long 
been  pushing  Reliance  to  use  software 
from  his  Veraz  startup.  His  host,  Bhagwan 
Khurana,  the  wireless  chief,  tells  Haque 
that  when  he  mulls  offering  a  new  feature 
he  asks:  "Can  we  do  it  for  the  price  of  a 
postcard?"  Weeks  later  Reliance  inks  a 
multimillion-doilar  contract  with  Veraz. 
We  drive  to  the  airport  and  fly  to 


Delhi,  where  it  is  1 10  degrees  at  1 1  o'clock 
at  night.  Saturday  morning  Haque  meets 
with  Venkata  Chalam,  the  pal  of  an  old 
college  classmate.  Chalam  proudly  shares 
his  resume,  but  Haque  interrupts:  "Let's 
move  along."  Chalam  has  just  formed  a 
shop  to  make  software  for  wireless  carri- 
ers, but  Haque  doubts  he  can  beat  the 
giant  incumbents.  Beads  of  sweat  gather 
on  Chalam's  forehead.  He  says  he  wants 
to  set  up  in  Bangalore,  and  Haque  asks 
why,  given  high  costs  and  high  turnover. 
"I'm  very  confident  I  can  retain  the  peo- 


ple," Chalam  says.  Wrong  answer.  C 
lam  says  he  will  need  $15  million  to  ge 
revenue.  Wrong  again.  "That  sou 
low,"  says  Haque.  They  shake  hands 
agree  to  meet  when  Chalam  visits  the  I 
Haque  later  heads  to  Daffodil  S 
ware,  a  database  startup  in  a  rundo 
building.  A  black  cow  naps  in  the  du 
unpaved  lot.  Haque  knows  Daffodil 
long  shot.  It  was  founded  in  1999  but 
has  puny  sales.  Yogesh  Agarwal,  chief  e> 
utive,  fidgets  in  his  seat  as  Haque  c< 
doubt  on  his  plans:  "What  makes  j 
think  Microsoft  isn't  already  working 
this?...  Why  won't  customers  cho 
IBM?"  It  ends  like  a  bad  date.  "I'll  th 
about  it  and  call  you,"  Haque  says.  We 
later  he  tells  Agarwal  they  aren't  a  good 
Then  comes  a  visit  to  Gurgaon, 
tech  hub  of  Delhi,  to  see  My  Oxig 
which  sells  prepaid  vouchers  for  cell  s 
vice.   Pramod   Saxena,  formerly 
Motorola,  tells  Haque  95%  of  the  55  n 
lion  cell  users  in  India  pay  in  cash. 
Oxigen  sells  in  12,000  retail  outlets 
India.  Haque  prefers  companies  w 
global  ambitions  but  sees  potential  in  t 
local  push.  They  set  a  meeting  in  the  L 
for  next  month. 

We  fight  through  traffic  to  get  to 
airport  by  7  p.m.,  then  fly  to  Bangalo 
where  we  check  into  our  next  hotel  at 


Yogesh  Agarwal, 
founder  of  Daffodil 
Software,  and  the 
dilapidated  office 
where  he  works. 
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At  8:30  the  next  morning  Haque 
speaks  to  50  employees  of  an  outfit  he  has 
funded — Open  Silicon,  a  chip-design 
house  hatched  by  three  former  Intel  engi- 
neers. Open  Silicon  takes  a  customer's 
chip  design,  tweaks  it  and  sets  up  manu- 
facturing and  shipping  at  half  the  cost  of 
traditional  chipmakers. 

Haque,  who  has  invested  $8  million 
in  the  venture,  is  worried.  Open  Silicon 
needs  to  increase  staff  in  India  by  90%  to 
85  people  this  year,  but  employee 
turnover  now  typically  runs  a  daunting 
20%  in  Bangalore.  Trying  to  lift  morale, 
Haque  talks  up  revenue  projections.  "We 
achieved  close  to  $10  million  in  revenue 
last  year  and  want  to  triple  that  this  year." 
And  he  dangles  out  the  best  scenario  of 
all:  "We  just  hired  a  chief  financial  officer 
from  a  public  company  to  gear  up  for  an 
[initial  public]  offering  next  year."  The 
message  is  clear,  but  Haque  says  it  any- 
way: "There  are  opportunities  for  the 
growth  of  your  career  and  wealth." 

He  spends  the  next  seven  hours  meet- 
ing with  a  nonprofit,  a  multinational  and 
seven  reporters.  At  5  p.m.  he  has  after- 
noon tea  with  "the  two  Ravis" — Ravi 
Krishna  and  Ravi  Chandra.  They  run 
Sonoa,  a  startup  Haque  funded  in  April 
with  $12  million  from  Norwest  and  Bay 
Partners.  Krishna  is  guarded  about 
describing  his  company  beyond  saying  it 
is  designing  software  that  will  help  servers 
run  faster  by  hosting  applications  on  the 
network.  Whatever  that  means. 

Krishna  left  Redback  in  July  2004, 
cofounded  Sonoa  and  moved  back  to 
India  a  month  later.  Thanks  to  a  new  tech 
boom,  in  three  years  25,000  India-born 
engineers  have  returned  home  from  stints 
in  the  U.S.  Last  October  he  recruited 
Chandra,  a  pal  from  Redback,  as  chief 
operating  officer.  They  have  just  signed  a 
lease  for  a  new  office  in  Bangalore  that 
can  hold  100  employees,  up  from  5  locals 
currently.  Haque  is  here  to  help  them  sign 
two  prospects,  who  listen  as  he  touts 
Sonoa's  strengths. 

Afterward  Haque  walks  upstairs  to 
deliver  a  speech  at  another  TiE  event.  He 
steps  up  to  the  lectern  and  tells  the  audi- 
ence of  200  people,  "India  is  a  great  place 
for  development  and  innovation,  but  any 
company  that  is  serious  must  set  up  its 


headquarters  in  the  U.S.,  where  the  early 
adopters  of  technology — a  startup's  first 
customers — are  based."  Next  slide, 
please:  It  shows  that  while  India  spends 
$13  billion  on  information  technology 
each  year,  the  U.S.  spends  $490  billion. 

Then  Haque  strikes  a  nerve.  He 
launches  into  a  diatribe  on  rising  salaries 
in  India.  Previously  five  engineers  in 
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By  the  Numbers 


India  produces  some  of  the  best 
engineers  in  the  world.  Now  venture 
investors  are  wooing  them  with  an 
irresistible  offer:  Let's  get  rich. 


CHINA 


NEPAt-WOTAN-'' 


SRI  LANKA 


1  billion  Population  of  India. 

24  Median  age. 

290,000  Number  of  engineers 
who  graduate  in  India  each  year. 

100,000  Number  of  engineers 

who  graduate  in  North  America 
each  year. 

$20  billion  Combined  sales 

at  info-tech  and  services  firms  in 
India  in  2004. 

130%  Increase  in  info-tech  and 
services  revenue  since  2000. 

55  million  Number  of  cell 

phone  subscribers  in  India. 

33  million  Number  of  Internet 

users  in  India. 


India  could  be  hired  for  the  cost  of  j 
one  in  the  U.S.,  but  now  that  ratic 
down  to  three  to  one.  "People  in  Banj 
lore  have  to  wake  up.  If  costs  keep  risi 
China,  Israel  and  eastern  Europe  begin 
look  more  attractive,"  he  warns. 

The  next  morning,  Tuesday,  Haq 
has  a  three-course  breakfast  in  the  privj 
dining  room  of  Azim  Premji,  chairman 
Wipro,  a  thriving  services  company 
Bangalore.  He  tours  the  campus  with 
rolling  hills,  man-made  rivers  and  lecti 
halls.  Not  much  business  gets  dor 
though  Haque  and  Premji  agree  to  t£ 
more  in  the  future  about  joint  venture 

At  11:30  a.m.  Haque  arrives  at  t 
downtown  offices  of  Silicon  Valley  Bar 
Its  bankers  advise  big  companies  th 
want  to  set  up  in  India,  and  they  al 
match  venture  capitalists  and  startup 
Haque  is  here  to  meet  two  startups,  S\o. 
Telecom  and  InstaColl,  but  he  has  only 
few  minutes  for  each. 

Sloka,  founded  by  a  few  young  gu 
from  Alcatel  and  Nortel,  makes  base  st 
tion  boxes  for  next-generation  wirele 
networks.  But  Haque  believes  they  nee 
more  experience.  InstaColl  sells  softwa 
that  helps  people  in  far-flung  location 
work  together  on  Microsoft  Office  appl 
cations.  Haque's  take:  This  seems  moi 
like  a  product  than  a  company,  an 
Microsoft  is  likely  to  do  this  on  its  own 

The  rest  of  the  afternoon  is  a  blur, 
Haque  plows  through  four  meeting 
before  boarding  a  flight  to  Israel.  On 
face-to-face  is  with  Rajesh  Reddy,  pres 
dent  of  luly  Systems,  which  helps  wirele 
companies  sell  videogames  to  mobi 
phone  users.  July  is  based  in  Santa  Clar 
Calif,  and  has  a  staff  in  Bangalore.  Haqu 
is  intrigued:  July  is  at  $1  million  in  rev 
enues  and  predicts  soaring  growth  ove 
the  next  few  years.  He  later  checks  witi 
some  july  customers  but  remains  uncon 
vinced.  "It  is  a  burgeoning  market,  bu 
I'm  not  clear  how  these  guys  will  diffe 
entiate  themselves." 

Promod  Haque  will  repeat  this  gruel 
ing  trip  back  to  his  homeland  every  thre 
months  for  the  foreseeable  future,  travel 
ing  thousands  of  miles  over  multiple  thru 
zones  and  rutted  roads  in  search  of  ven 
ture  gold.  India  is  on  the  rise,  and  Silicor 
Valley  wants  a  big  piece  of  the  action.  ¥ 
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Make  sure  your  data  is  stored  securely. 

(After  all,  you're  saving  it  for  a  reason.) 


r '^M  1 

Quantum  SuperLoader  3  LTO-2  Autoloader 


Delivers  superior  tape  automation  at  an  affordable 
price  plus  scalability  to  grow  as  your  storage 
needs  increase 

Offers  eight  slots  and  one  LT0-2HH  drive  with 
barcode  reader 

Includes  one  eight-cartridge  removable  active 
magazine 

Incorporates  advanced  features  and  VERITAS" 
backup  software  as  standard 


>  Ideal  for  unattended  workgroup  backup  and  restore 
»  Supports  up  to  two  drives  with  built-in  partitioning 

to  operate  as  two  separate  autoloaders 
•  Available  in  LTO  Ultrium-3,  LTO  Ultrium-2,  LTO 

Ultrium-1,  SDLT  600  or  SDLT  320  formats 
» 3-year  FastExchange"  Warranty  provides  a 

replacement  unit  the  next  business  day 


Scalable  up  to  8  modules 
12TB  native/24TB  compressed  ,  30  LTO 
slots,  rack-mount-each  module 
Data  transfer  rate:  one  drive  at  288GB 
per  hour  native/576GB  per  hour 
compressed  (2nd  drive  optional) 
Data  rate  matching,  active  head 
cleaning,  3-year  warranty 
LVD/SE  (Fibre  and  GbE  optional), 
SDLT  600  available 


Quantum 


Call 


$946974       %r.l?P,d  Call 


The  Storage  Solutions  You  Need  When  You  Need  Them. 

We  don't  have  to  tell  you  that  data  loss  can  be  a  financial  blow  to  any  company.  And  with  more 
data  being  stored,  more  assets  are  at  stake.  CDW  has  a  full  line  of  top-name  storage  solutions 
that  can  help  you  increase  capacity  and  reduce  risk.  And  our  account  managers  have  the 
expertise  to  ensure  you  get  the  right  solution  for  your  needs.  So  you  don't  just  get  secure  storage, 
you  get  peace  of  mind. 


I  BESTBUSINESSSCHOnLS] 

Part-Time 

Fever 


AFTER  EIGHT  YEARS  AS  A  MARKETER  AT  A 
small  financial  planning  firm,  Diana  Awed 
wanted  to  speed  up  her  career.  But  the  34- 
year-old  wasn't  interested  in  taking  on  the 
$100,000  of  debt  that  often  comes  with  get- 
ting a  full-time  M.B.A.  She  turned  to  the 
part-time  program  at  the  Stern  School  of 
Business  at  New  York  University.  Tuition  was 
going  to  total  $75,000  over  three  years,  but  by 
keeping  her  job  she  wouldn't  go  into  debt.  Halfway  through  her 
degree  program  she  leveraged  her  network  of  contacts  at  Stern 
into  a  higher-paying  job  as  a  marketing  manager  at  Swiss  bank- 
ing giant  UBS.  On  track  to  graduate  next  spring,  Awed  says,  "I 
didn't  want  to  to  take  any  time  out  of  my  career,  but  I  wanted  to 
accelerate  the  pace  of  it." 

Only  20%  of  business  school  students  are  enrolled  in  two- 
year,  full-time  programs.  Part-time  evening  and  weekend  pro- 
grams account  for  half  of  current  students;  the  rest  are  enrolled 
in  executive,  distance-learning  and  other  smaller  programs.  The 
cost  of  full-time  studying,  in  forgone  salary  as  well  as  tuition,  is 
just  too  great  for  a  lot  of  prospects.  And  then  they  don't  have  the 
confidence  their  predecessors  did  that  when  they  get  out  they  can 
breeze  into  high-paying  jobs  that  will  liquidate  the  debt  in  short 
order.  In  2000  Goldman  Sachs  hired  46  graduates  from  Colum- 
bia Business  School.  Last  year  Goldman  took  only  18. 

Our  fourth  biennial  ranking  of  business  schools  shows  why 
students  are  embracing  part-time  programs.  Our  survey  ranks 
schools  based  on  return  on  investment— meaning  compensation 
five  years  after  graduation  minus  tuition  and  the  forgone  salary 
during  school.  The  top  part-time  school,  Stern's  Langone  Part- 
tune  M.B.A.  Program,  had  a  median  five-year  gain  of  $166,000, 


M.B.A.  applicants 
are  shunning 
full-time  programs 
in  favor  of  flexible 
programs  that  let 
them  keep  their 
jobs  and  stay 
out  of  debt. 
By  Kurt 
Badenhausen 
and  Lesley  Kump 


— 


eatly  helped  by  the  absence  of  forgone  salary.  That  sum  beats 
e  $134,000  gain  of  our  top-ranked  full-time  program,  Tuck 
:hool  of  Business  at  Dartmouth  College.  In  a  combined  ranking 
r  part-time  and  full-time  U.S.  programs,  Tuck  and  the  Univer- 
ty  of  Pennsylvania's  Wharton  School  are  the  only  full-time 
hools  that  would  make  the  top  five.  (For  the  first  time  Harvard 
jsiness  School  is  not  the  top-ranked  school.) 

"Part-time  programs  are  the  staple  now,"  says  John  Fer- 
indes,  president  of  the  Association  to  Advance  Collegiate 
:hools  of  Business,  the  M.B.A.  accreditation  group.  "Growth 


in  these  programs  is  reflective  of  society  at  large.  Everyone  is  too 
busy  to  stop  their  careers  and  go  through  a  concentrated  two- 
year  program." 

The  Graduate  Management  Admissions  Council,  which 
issues  the  GMAT  exam,  found  that  46%  of  part-time  programs 
reported  an  increase  in  applications  this  year  versus  20%  of  full- 
time  programs.  For  the  90  full-time  programs  that  completed 
our  M.B.A.  survey,  only  3  saw  an  increase  in  applications  (HEC 
School  of  Management- Pans,  the  University  of  Alabama  and 
the  University  of  Connecticut),  and  there  was  an  average  decline 
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Rank  School 

5-YEAR 
MBA  Gain1 
(Sthou) 

SALARY 
Pre  MBA  2004 

(Sthou)  (Sthou) 

Tuition3 

(Sthou)  Enrollment 

1    NYU  (Stern) 

$166 

$63 

$169 

$79 

1,710 

2    UCLA  (Anderson) 

145 

71 

158 

77 

594 

3  Chicago 

129 

70 

140 

78 

1,433 

4    Northwestern  (Kellogg) 

127 

67 

153 

95 

1,150 

5    Michigan  (Ross) 

120 

63 

120 

66 

849 

6    Minnesota  (Carlson) 

120 

49 

110 

48 

1,623 

7    Maryland  (Smith) 

117 

54 

125 

43 

1,019 

8    Carnegie  Mellon  (Tepper) 

113 

55 

112 

61 

160 

9  Fordham 

111 

58 

135 

50 

1,220 

10  SMU(Cox) 

109 

57 

120 

64 

596 

Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  'Five-year  total  compensation  after 
graduation,  minus  the  sum  of  tuition  and  forgone  compensation.  2M.B.A.  profits  divided  by  the  sum  of  tuition 
and  forgone  compensation.  Total  tuition  for  out-of-state  students. 

Class  of  2000 


of  33%  between  2002  and  last  year.  Top-ranked  schools  like 
Tuck  and  Kellogg  at  Northwestern  saw  declines  of  47%  and 
44%,  respectively.  Harvard,  the  gold  standard  of  M.B.A.  pro- 
grams to  many  people,  saw  a  31%  drop  in  applications.  (The 
number  of  M.B.A.s  awarded  in  the  U.S.  has  increased  6%  annu- 
ally over  the  past  35  years,  to  an  estimated  130,000  last  year.) 

Many  business  school  deans  blame  demo- 
graphics for  the  drop  in  full-time  applica- 
tions. The  25-to-29  age  group  (the  most  pop- 
ular for  full-time  applicants)  has  been  flat  in 
the  U.S.  since  2000.  A  bigger  issue  is  the 
decline  in  students  from  overseas.  In  the  Class 
of  2006,  28%  are  from  outside  the  U.S.  Four 
classes  prior,  31%  of  students  came  from  out- 
side the  U.S.  In  the  last  five  years  hundreds  of 
programs  have  started  outside  of  the  U.S.,  in 
places  like  Germany  and  China  (for  foreign 
schools,  see  p.  154).  Students  outside  the  U.S. 
have  also  had  to  struggle  with  getting  student 
visas  as  a  result  of  the  Patriot  Act.  Applica- 
tions for  student  visas  to  the  U.S.  fell  from 
323,000  in  2002  to  289,000  in  2003. 

But  the  biggest  reason  for  potential 
students  shunning  full-time  programs  is  the  monetary  cost, 
according  to  Albert  Niemi,  dean  of  the  Cox  School  at  Southern 
Methodist  University.  "Part-time  programs  are  going  to  domi- 
nate the  M.B.A.  market  as  far  as  we  can  see  because  of  the  large 
opportunity  cost  at  a  full-time  program,"  Niemi  says.  A  degree  at 
a  top  full-time  M.B.A.  program  like  the  Johnson  School  at  Cor- 
nell University  costs  $71,000  in  tuition  plus  something  like 
$130,000  in  forgone  compensation.  Tuition  at  the  top  part-time 
programs  is  pushing  $80,000,  but  these  students  get  to  keep  their 
jobs.  In  addition,  employers  often  foot  part  or  all  of  the  tuition 
for  part-time  students. 

The  M.B.A.  isn't  quite  the  golden  ticket  that  it  was  in  years 


past.  The  average  base  salary  for  a  graduate  of  a  U.J 
school  was  $75,000  last  year,  the  same  as  in  2000,  whil 
tuition  has  jumped  8%  annually  during  that  time.  An 
getting  a  job  isn't  as  easy.  In  2000  the  top  schools  place 
90%  of  their  students  in  jobs  by  graduation.  Last  yea 
only  70%  of  students  at  these  schools  had  jobs.  Cox' 
Niemi  thinks  that  banks  are  hiring  more  undergrads  wit] 
business  degrees  because  they  are  cheaper  and  come  witl 
less  of  a  sense  of  entitlement. 

Geoffrey  Ley  was  working  in  research  and  develop 
ment  for  PepsiCo's  Frito-Lay  division  when  he  weighe< 
his  options  for  business  school.  Full-time  tuition  woul< 
have  come  to  $70,000  atop  $150,000  in  two  years  o 
missed  salary.  So  Ley  went  to  the  part-time  program  a 
SMU's  Cox,  where  tuition  was  $50,000,  and  he  was  able  t( 
keep  working.  "I  thought  I  could  integrate  my  M.B.A 
education  more  effectively  to  build  my  career  whili 
studying  part-time,"  he  says. 
Part-time  programs  are  more  flexible  than  ever.  The  road 
warrior  salesman  never  could  get  an  M.B.A.,  but  now  school 
such  as  Duke  University  and  the  University  of  Wisconsin-Madi 
son  offer  online  M.B.A.s.  "Students  don't  have  to  fit  themselve 
into  programs  anymore.  The  programs  will  fit  the  student: 
lifestyle,"  says  Fernandes  of  the  accreditation  body.  E-mail  anc 

Part-Timers  Who  Hit  Pay  Dirt 


CEO,  Borders  Group 
Northwestern 
Graduated:  1979 
2004  pay:  $2.2  mil 


CEO,  Ryder  System 
U  of  Chicago 
Graduated:  1979 
2004  pay:  $4.5  mil 


COO,  Wells  Fargo 
U  of  Minnesota 
Graduated:  1980 
2004  pay:  $4.5  mil 


Charles  McClure 


CEO,  ArvinMeritor 
U  of  Michigan 
Graduated:  1984 
2004  pay:  $1  mil1 


Annualized  base  salary;  hired  in  August  2004. 


instant  messaging  allow  students  and  faculty  to  seamlessly  com- 
municate even  if  they  are  2,000  miles  apart. 

Sharad  Sundaresan,  a  programmer  for  Microsoft  in  Red- 
mond, Wash.,  entered  the  part-time  program  at  the  University 
of  Chicago.  For  three  years  Sundaresan  boarded  an  1 1  p.m. 
flight  out  of  Seattle  on  Friday  and  arrived  in  Chicago  at  5  a.m. 
He  hung  out  at  the  airport  until  the  school's  shuttle  bus  picked 
him  up  for  a  full  day  of  classes  and  then  went  back  to  the  air- 
port on  the  shuttle  and  caught  a  7  p.m.  return  flight  to  Seattle. 
Tuition  was  $75,000  and  flights  cost  another  $30,000.  E-mail, 
instant  messaging  and  conference  calls  allowed  Sundaresan  to 
work  on  group  projects  with  classmates  in  four  different  cities. 
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It's  a  fact  of  life  that  life  insurance  and  investing  will  never  be  simple.  But  at 
Genworth  Financial,  we're  doing  what  we  can  to  make  it  less  complicated. 
Whether  it's  life  insurance,  long  term  care  insurance,  or  retirement  income,  we 
can  help  you  make  better  choices.  Because  when  it  comes  to  planning  for  your 
future  and  that  of  your  family,  being  well-informed  is  clearly  the  best  approach. 
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Class  of  2000 

Class  of  2006 

Rank  School 

S-YEAR  MBA  GAIN 
Total1  As%of 
(Sttiou)  expenses2 

Years 

to 
payback 

SALARY 
Pre-MBA  2004 

(Srtiou)  ($thou) 

Tuition1  GMAT 
($thou)  score 

1    Dartmouth  (Tuck) 

$134  84% 

2.9 

$54  $165 

$75  710 

2    Pennsylvania  (Wharton) 

129  75 

3.2 

•  64  177 

75  716 

3  Chicago 

121  71 

3.3 

60  164 

75  710 

4  Columbia 

120  74 

3.1 

57  160 

75  707 

5  Yale 

119  84 

2.8 

46  134 

72  700 

6  Stanford 

115  70 

3.2 

58  160 

78  710 

7  Harvard 

113  63 

3.4 

62  180 

71  707 

8    Virginia  (Darden) 

113  76 

2.9 

52  139 

72  690 

9    Cornell  (Johnson) 

112  82 

2.9 

44  135 

71  680 

10   Northwestern  (Kellogg) 

104  65 

3.2 

53  143 

76  700 

11   Texas-Austin  (McCombs) 

103  92 

2.6 

44  108 

62  670 

12    Iowa  (Tippie) 

102  126 

2.2 

33  93 

39  640 

13   NYU  (Stern) 

102  65 

3.2 

55  150 

70  700 

14  UNC  (Kenan-Flagler) 

101  84 

2.8 

47  125 

68  660 

15   UC,  Berkeley  (Haas) 

100  77 

2.9 

51  128 

69  700 

16   Carnegie  Mellon  (Tepper) 

99  71 

2.9 

45  118 

76  690 

17   Brigham  Young  (Marriott) 

99  125 

2.2 

33  86 

22  660 

18   MIT  (Sloan) 

97  58 

3.3 

55  145 

77  698 

19~  UCLA  (Anderson) 

91  68 

3.1 

56  137 

69  710 

20   Duke  (Fuqua) 

90  59 

3.1 

52  121 

72  701 

21    Emory  (Goizueta) 

90  70 

2.9 

38  105 

66  680 

22   Indiana  (Kelley) 

89  74 

2.9 

45  112 

51  645 

23    Penn  State  (Smeal) 

89  89 

2.6 

36  99 

47  650 

24   Texas  A&M  (Mays) 

89  109 

2.4 

37  90 

30  637 

25  Vanderbilt  (Owen) 

86  63 

3.2 

45  120 

66  622 

26   Michigan  (Ross) 

82  52 

3.4 

53  135 

75  695 

27   Washington  U-St.  Louis  (Olin) 

80  62 

3.1 

41  100 

68  649 

28   USC  (Marshall) 

80  62 

3.3 

44  115 

67  690 

29   Maryland  (Smith) 

80  76 

2.9 

41  97 

48  651 

30   Purdue  (Krannert) 

80  70 

3.0 

41  106 

55  670 

31   SMU  (Cox) 

78  62 

3.1 

43  103 

59  661 

32   Michigan  State  (Broad) 

78  77 

2.9 

40  95 

47  640 

33   Arizona  (Eller) 

77  80 

2.8 

37  89 

46  630 

34  Ohio  State  (Fisher) 

75  71 

3.0 

40  90 

57  670 

35   Minnesota  (Carlson) 

75  72 

3.0 

37  94 

56  650 

36   Rochester  (Simon) 

75  55 

3.3 

45  110 

68  660 

37   Georgetown  (McDonough) 

74  53 

3.5 

47  130 

67  660 

38   UC,  Irvine  (Merage) 

73  66 

3.1 

45  110 

69  650 

39   William  &  Mary 

71  70 

3.1 

40  98 

53  600 

40   Wake  Forest  (Babcock) 

68  55 

3.4 

41  110 

56  640 

41    Rice  (Jones) 

68  54 

3.4 

45  115 

61  640 

42  Wisconsin-Madison 

67  67 

3.1 

38  95 

53  650 

43    Notre  Dame  (Mendoza) 

67  53 

3.4 

42  115 

62  660 

44   Georgia  (Terry) 

64  67 

3.3 

40  100 

43  645 

45   Georgia  Tech 

62  60 

3.2 

40  91 

46  660 

46   Boston  U 

62  49 

3.4 

42  100 

62  637 

47   Rollins  (Crummer) 

62  71 

3.2 

24  70 

49  580 

48  SUNY  Buffalo 

60  95 

2.8 

24  70 

23  595 

49  South  Carolina  (Moore) 

60  60 

3.3 

35  93 

47  620 

50   Florida  (Warrington) 

59  60 

3.4 

40  100 

43  670 

For  footnotes,  see  Part-Time  table  on  page  150. 

"No  regrets,"  says  Sundaresan.  "It  afforded 
me  the  chance  to  keep  my  job,  and  the 
quality  of  the  education  and  the  network 
ing  opportunities  were  the  same  as  the 
full-time  program."  The  reward  for  his 
degree:  a  management  consultant  job  at 
McKinsey  &  Co.  and  no  debt 

Business  schools  are  trying  different 
strategies  to  increase  enrollment.  Harvard 
ramped  up  its  recruiting  on  college  cam- 
puses and  this  year  accepted  20  undergrads 
straight  from  school;  it  took  only  5  the  pre- 
vious year.  M.B.A.  programs  are  also  ad- 
mitting a  higher  percentage  of  applicants, 
42%  last  year  versus  32%  two  years  prior. 
Guidance  experts  say  full-time  programs 
are  probably  best  for  students  who  want  to 
change  careers  or  industries. 

Tuck's  dean,  Paul  Danos,  thinks  that 
full-time  is  superior  to  part-time.  "The  total 
immersion  experience  students  get  in  a  full- 
time  program  allows  them  to  create  skills 
and  get  a  depth  of  understanding  that  you 
can't  get  any  other  way,"  says  Danos.  But  in 
a  nod  to  current  trends,  Danos  admits  that 
even  Tuck  is  considering  a  part-time  pro- 
gram, possibly  in  New  York  or  Boston,  be- 
cause tiny  Hanover,  N.H.  isn't  near  em- 
ployers. Says  Danos,  "Every  major  M.B.A. 
program  is  going  to  have  an  alternative  way 
of  being  delivered  in  the  next  ten  years."  F 

Additional  reporting  by  Maya  Roney. 

Behind  the 

Our  rankings  of  business  schools  are  based 
on  the  return  on  investment  that  graduates 
of  the  Class  of  2000  received.  We  sent  out 
surveys  to  25,000  alumni  of  III  M.B.A. 
programs  around  the  world  and  heard  back 
from  24%  of  them.  We  asked  for  their  pre- 
M.B.A.  salaries  as  well  as  compensation 
figures  for  three  of  the  first  five  years  after 
getting  their  degrees.  We  compared  their 
post-M.B.A.  compensation  with  their 
opportunity  cost  (tuition  and  forgone  salary 
while  in  school)  and  what  they  would  have 
made  had  they  stayed  in  their  old  jobs.  We 
adjusted  salary  figures  to  account  for  cost- 
of-living  expenses  and  discounted  the  earn- 
ings gains,  using  a  rate  tied  to  money  market 
yields.  For  an  expanded  version  of  these 
tables  and  to  calculate  your  own  return  on 
investment,  visit  www.forbes.com/bschools. 
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WebSphere 


CRUSH  HIGH  COSTS  AND  INEFFICIENCIES  WITH  IBM  MIDDLEWARE.  Integrate  your  data,  applications 
and  processes  with  IBM  WebSphere  Business  Integration  Server  Express.  It's  designed  and  priced  for  your 
mid-sized  business.  So  you  can  tackle  tasks  quickly,  sprint  new  products  to  market  and  respond  to  customers  fast.  Built  on  open 
standards,  it's  the  long-term  way  to  help  bolster  productivity,  shrink  costs  and  maintain  a  flexible  IT  infrastructure. 

SEE  THE  DEMO  NOW  AT  IBM.COM/MIDDLEWARE/SUCCEED 


HOOLS 


Brain  Drain 

If  China  can  make  a  PC  or  a  pair  of  pants,  it  can 
make  an  M.B.A,  too.  That  is  putting  the  squeeze 
on  U.S.  business  schools  |  By  Nicole  Ridgway 


PAUL  FOO  COULD  HAVE  HAD  HIS  PICK  AMONG  AMERICA'S 
prestigious  M.B.A.  programs.  A  graduate  of  Cambridge 
University,  Foo  worked  at  an  investment  bank  in  his  na- 
tive Malaysia  for  three  years  before  applying  to  business 
school.  Berkeley  offered  Foo  a  scholarship  that  paid  for 
half  of  tuition,  and  at  Thunderbird  in  Arizona  he  could  have  had 
a  full  ride.  Tempting  offers,  but  Foo  was  worried  about  immigra- 
tion headaches. 

Foo,  now  29,  had  heard  horror  stories  about  Asian  M.B.A. 
students  waiting  up  to  six  months  for  a  visa  to  reenter  the  U.S. 
after  summer  break.  He  also  heard  about  difficulties  finding 
jobs  in  the  U.S.  postgraduation.  So  Foo  chose  to  attend  the 
China  Europe  International  Business  School  in  Shanghai,  where 
he  is  in  his  second  year.  He  even  gave  up  a  Fulbright  Scholarship 
that  was  contingent  on  his  attending  a  U.S.  university. 

Asian  M.B.A.  hopefuls  are  increasingly  thumbing  their  noses 
at  U.S.  business  schools,  daunted  by  tougher  U.S.  immigration 
laws  and  enticed  by  China's  economic  growth.  Applications 
from  Asian  students  are  down  by  as  much  as  50%  at  U.S.  busi- 
ness schools.  The  loss  of  revenue  is  palpable  since  Asian  students 


The  Top  Foreign  Business  Schools 


Class  of  2000 


Closer  to  home:  M.B.A.s  in  Shanghai  have  reason  to  celebrate. 


Class  of  20061 


Rank  School/Country 

5 -YEAR  MRA  GAIN 

Total2  As%of 
(Sthou)  expenses1 

Years 

to 
payback 

SALARY 
Pre-MBA  2004 

(Sthou)  (Sthou) 

Tuition4 
(Sthou) 

GMAT 

score 

TWO-YEAR  PROGRAMS 

1  London/U.K. 

$149 

97% 

2.3 

$46 

$145 

$76 

680 

2  lESE/Spain 

139 

112 

2.3 

32 

109 

59 

675 

3    York  (Schulich)/Canada 

104 

146 

2.3 

26 

89 

41 

650 

4    RSM  Erasmus5/Netherlands 

103 

97 

2.8 

40 

125 

41 

620 

5    Australian  GSOM/Australia 

95 

77 

2.9 

40 

120 

43 

640 

6  Manchester6/U.K. 

88 

65 

3.0 

39 

126 

54 

620 

7    British  Columbia  (Sauder)6/Can. 

85 

123 

2.4 

31 

74 

30 

610 

8  IPADE/Mexico 

83 

130 

2.3 

18 

61 

31 

610 

9  Esade/Spain 

73 

72 

3.1 

25 

101 

46 

640 

10  McGill/Canada 

65 

80 

3.0 

31 

92 

33 

640 

ONE-YEAR  PROGRAMS 

1    Insead/France  &  Singapore 

165 

191 

1.8 

60 

165 

54 

703 

2  IMD/Switzerland 

141 

140 

2.1 

74 

161 

43 

680 

3    SDA  Bocconi/ltaly 

137 

186 

1.5 

40 

117 

38 

660 

4    Institute  de  Empresa/Spain 

133 

197 

2.0 

37 

100 

47 

680 

5    Oxford  (Said)ZU.K. 

120 

130 

2.2 

53 

144 

42 

680 

Five-year  figures  are  before  taxes  and  adjusted  for  the  time  value  of  money.  Tuition  and  GMAT  for  one-year  programs  are  for  Class 
of  2005. 2Five-year  total  pay  after  graduation,  minus  the  sum  of  tuition  and  forgone  pay.  3M.B.A.  profits  divided  by  the  sum  of  tuition 
and  forgone  pay.  "Total  for  out-of-country  students.  5Changed  to  one-year  program  in  2002. 6Program  less  than  two  years. 


typically  pay  full  tuition,  says  Richard  E.  Sorensen,  chairman 
the  Association  to  Advance  Collegiate  Schools  of  Business 

China  has  especially  embraced  business  education  as  it  look 
to  find  well-trained  managers  to  run  its  booming  economy.  Ii 
1991  China's  Ministry  of  Education  authorized  nine  universitie 
to  award  master's  degrees  in  business.  China  Europe,  whicl 
opened  in  1994  under  a  joint  agreement  between  the  Chinese  gov 
ernment  and  the  European  Union,  was  one.  There  are  now  9! 
universities  in  China  allowed  to  offer  M.B.A.s;  almost  all  of  th 
business  schools  have  opened  within  the  last  decade.  (China's  pro 
grams  are  so  new  that  FORBES  was  unable  to  obtain  an  adequati 
survey  response  and  didn't  rank  them.  Below  are  some  other  in 
ter national  programs  that  offer  the  best  return  on  investment.) 

Enrollments  were  initially  sluggish  at  many  of  China's  nev 
b-schools.  Professors,  often  fresh  out  of  master's  programs 
weren't  equipped  to  provide  top-notch  education,  says  Sorensen 
But  China  Europe  has  gained  rapidly  ir 
prestige,  hiring  professors  from  internationall) 
acclaimed  schools,  teaching  Harvard  Business 
School  case  studies  and  seeking  international 
accreditation.  The  school,  unlike  local  com 
petitors,  teaches  all  of  its  classes  in  English 
That  has  helped  it  attract  international  stu 
dents,  who  compose  20%  of  the  student  body 
(there  are  180  full-time  students  per  class). 

Tuition  at  China  Europe  is  the  equiva 
lent  of  $18,500  and  the  average  salary  for 
graduates  in  2004  was  $31,000 — ahead  of 
peers  at  China's  other  business  schools.  Most 
of  the  graduates  have  taken  supply-chain  and 
logistics  jobs  at  manufacturers.  Come  2007 
when  China  opens  up  its  financial  sector  to 
free-market  competition,  there  should  be  a 
fount  of  lucrative  investment  banking  posi- 
tions for  students  like  Foo. 

"There  is  a  lot  going  on  here  right 
now,"  he  says  from  Shanghai.  "Even  if  I 
don't  get  into  private  equity,  I  may  start  my 
own  business.  It's  exciting  to  be  part  of  this 
phase  of  China's  development."  F 
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ecial  Advertising  Section 

DIRECT  CONNECTION 

fhen  two  companies  wanted  to  draw  attention  to 
leir  merger,  direct  mail  made  the  biggest  impact. 


or  one  particular  bride  and  groom,  theirs  was  a  union 
■  made  in  corporate  heaven.  On  one  side  of  the  aisle 
stood  Cingular  Wireless,  full  of  dreams  and  ambition, 
I  on  the  other  stood  AT&T  Wireless,  with  a  customer  base 
fcond  to  none.  Rivals  no  more,  they  were  joined  last 
'vember  in  a  perfect  marriage,  with  each  balancing  the 
sngths  and  weaknesses  of  the  other  and  the  pair  becom- 
more  than  a  mere  sum  of  their  parts.  What  better  way  to 
ebrate  than  with  a  wedding  announcement? 
Vhile  news  of  the  merger  was  featured  in  a  number  of 
;dia,  including  a  TV  spot  that 


lerged"  two  well-known 
ijor  League  Baseball®  pitchers, 
I  marketing  piece  that  got  the 
>st  attention  was  a  simple 

ce  of  direct  mail  made  to  look  JZZiZZZZTZl 
actly  like  a  wedding  announce-  ~"ZZZZ"ZZZZ 
jnt.  The  "Wedding  Invitation,"  ~ , :::zz^~::. 

nultimillion-dollar  direct  mail 

ce,  was  produced  on  fine  

per  and   enclosed   in   an  mmmmHmKmMiMMKKKKm 

'itation-size  pale  white  enve- 

>e.The  piece  was  authentic,  right  down  to  the  small  piece  of 
sue  paper  covering  the  lettering.  It  announced  that  the  two 
mpanies  had  now  become  one,  with  the  cellular-worthy  tag 
3:  "Reception  to  follow  immediately." 

Time-Tested  Medium 

Direct  mail  marketing  can  help  companies  drive  home  their 
3ssages,  support  other  marketing  activities  and  give  a 
sssage  lasting  impact.  When  relevant  and  timely,  as  in  the 
se  of  Cingular's  effort,  it  can  even  become  the  centerpiece 
an  integrated  advertising  campaign.  And,  of  course,  direct 
ail  can  increase  sales  and  drive  traffic  —  both  Web  and 
Dt  —  like  no  other  medium. 


"To  make  it  work,  the  key  word  is  integration,"  says  Patrick 
O'Connell,  editor  of  Deliver  magazine,  published  by  the 
United  States  Postal  Service.  "Direct  mail  can  help  under- 
score and  solidify  advertising  campaigns.  Due  to  the  fleeting 
nature  of  mass  media,  an  integrated  direct  mail  piece  rein- 
forces one's  message  and  has  the  unique  opportunity  to  actu- 
ally be  in  a  prospect's  hands  and  thus  in  their  eyes.  Direct 
works  with  television,  Web  and  print  to  really  connect  your 
message  with  your  customer.  By  integrated  I  mean  more 
than  just  slapping  a  logo  and  similar  headline  on  a  piece,  it 

has  to  have  the  same  message 
strategy  and  use  the  same  tone. 
I  tell  stories  about  companies 
that  do  this  well  in  Deliver  mag- 
azine, a  free  bimonthly  that  high- 
lights marketing  success  stories 
such  as  Cingular." 

In  the  case  of  the  Cingular 
Wireless  and  AT&T  Wireless 
merger,  the  newly  formed  com- 
pany followed  up  the  wedding 
invitation  mailer  with  a  fact-filled 
publication  letting  all  of  its  customers  know  the  benefits  they 
would  gain  from  the  merger  and  setting  out  the  rate  struc- 
tures and  packages  for  everyone.  Overnight,  it  seemed,  the 
two  companies  became  one  in  public  perception,  which  was 
one  of  the  primary  objectives. 

Even  as  the  Cingular  Wireless  and  AT&T  Wireless  merger 
continues  to  unfold,  Chief  Marketing  Officer  Marc  Lefar  says 
the  initial  signs  of  success  are  positive.  In  the  fourth  quarter  of 
2004,  for  instance,  the  company's  net  subscriber  growth  was 
1.8  million,  more  than  double  what  many  analysts  had  predicted. 

"We  like  to  think  that  our  advertising  and  marketing  played 
a  big  role  in  that,"  he  says  —  and  the  effort  was  capped  off  by 
a  brilliant  use  of  the  wedding  invitation  direct  mail  piece.  |>R] 


►  To  request  a  subscription  to  Deliver  magazine, 
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TOUGH,  BLUNT,  SURE-HANDED 
and  successful — that  is  how 
the  chief  executive  saw  him- 
self in  his  role  at  a  famed 
financial  services  giant 
(anonymous  here).  Until 
June.  Then  Marshall  Goldsmith,  a  Zen- 
like, gende  soul  who  makes  $1.5  million  a 
year  coaching  some  of  the  most  powerful 
senior  executives  in  the  world,  stepped  in 
with  the  shocking  truth. 

The  boss'  dozen  lieutenants  do 
indeed  see  him  as  "smart,  gifted  and 
dynamic,"  Goldsmith  told  him,  citing 


comments  gleaned  in  confidential  inter- 
views. But  they  nonetheless  feel  their  boss 
is  "disrespectful,  intimidating  and  arro- 
gant," Goldsmith  said  in  soft,  soothing 
tones.  His  client  was  wounded:  "I'm  an 
asshole,"  he  blurted  out.  "This  is  like  a 
knife  in  the  gut." 

Goldsmith  is  a  rock  star  in  the 
inward-looking,  sometimes  backbiting 
world  of  executive  coaching.  In  the  past 
28  years  he  has  counseled  the  brass  at 
Boeing,  Northrop  Grumman,  General 
Mills,  Toyota  and  elsewhere.  He  culls 
comments  from  his  clients'  colleagues 


to  let  the  bosses  "find  out  how  other 
people  perceive  them,"  aiming  to 
"develop  a  tightly  structured  program 
of  more  acceptable  behavior,"  he  says. 

Business  is  booming  in  this  post- 
Enron  era,  when  corporate  chieftains  are 
prone  to  atone  and  tone  down.  In  the 
1990s  chief  executives  were  capitalism's 
heroes,  celebrated  for  a  can-do,  stab- 
'em-in-the-chest  style.  Now  they  are 
encouraged — by  experts  who  can  charge 
upwards  of  $10,000  a  day — to  drop  that 
pose,  rev  down  and  look  inside  them- 
selves for  traits  they  need  to  change. 
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NST 


ATTACKS. 


troduCing  our  new  arsenal  in  the  fight  against  out-of-control  health-care  costs.  This  formidable  foursome  of  innovati 
:alth  plans  is  designed  to  bring  employers  and  employees  together  as  allies  in  managing  health-care  costs.  Each  unique 
an  attacks  the  problem  from  a  different  angle.  The  Power  CareAdvocate  PPO  combines  choice  and  freedom  with  cost-saving 
ire-management  features.  The  Power  HealthFund  PPO  empowers  members  to  make  informed  medical  decisions.  The  Power 
ilect  HMO  provides  affordable  access  to  quality  care.  And  our  HSA-compatible  Health  Plans  give  members  greater  control 
rer  how  they  manage  their  health-care  expenses.  To  choose  your  mode  of  attack,  call  your  broker.  But  please,  be  careful. 


ealth  Life  ■  Dental 

Power  CareAdvocate  PPO  and  HSA-compatible  Health  Plans  are  issued  by  our  affiliate.  BC  Life  ft  Health  Insurance  Company  (Ba&H).  The  ^^^^^^'^^rl 
pending  upon  the  plan.  The  Power  Select  HMO  is  issued  by  BCC.  Health  and  Dental  from  BCC  and/pr  BCL&H  Life  insurance  from  8CL&H.  BCC  and  BCL&H  are  independent  licensees  of  the  Blue  [  . 


Coachinfl 


A  key  component  of  this  pricey 
navel-gazing  is  peer  pressure,  in  the  form 
of  "360-degree"  reviews  with  the  under- 
lings. They  are  conducted  anonymously 
hy  the  coach  and  are  aimed  at  a  peculiar 
pursuit:  trashing  the  boss.  It  is  enough  to 
stir  paranoia  in  any  thin-skinned,  inse- 
cure leader  (which  arguably  covers  most 
of  corporate  America). 

"CEOs  are  waking  up  to  the  new  real- 
ity that  they  can't  be  SOBs  and  get  away 
with  it,"  says  Goldsmith,  56,  an  inveterate 
optimist  and  self-promoter  who  medi- 
tates, believes  in  the  curative  spirit  of 
Buddhism  and  has  worked  with  40  or  so 
chief  executives  in  the 
past  five  years.  But  the 
brass  hats  are  "so 
damned  busy  and 
always  facing  a  crisis," 
he  says,  that  they  need 
an  outsider  like  him  to 
deliver  a  needed  smack 
upside  the  head. 

So  in  one  gig  Gold- 
smith got  personal — he 
called  in  for  help  from 
the  client's  wife.  The 
swaggering  boss  of  a  broker- 
age firm  got  lousy  reviews 
from  his  peers;  essentially,  they 
said  he  was  a  jerk.  But  he 
rejected  that  view  and  vowed  1 
to  make  no  changes.  Gold- 
smith suggested  the  exec  call 
his  wife,  with  Coach  Goldsmith  on  the 
line,  to  ask  what  she  thought  of  her  hus- 
band; she,  too,  said  he  was  a  jerk. 

A  little  skepticism  is  in  order.  Can 
chief  executives  (or  anybody)  truly 
change  themselves  all  that  much? 
Coaching  is,  let's  face  it,  a  fad,  drawing 
into  the  act  academics,  business  consul- 
tants, psychologists,  even  ex-journalists. 
"We've  gone  overboard.  There  are  more 
dilettante  coaches  than  good  ones.  You 
can  only  modify  behavior  within 
bounds,"  says  Warren  Strickland,  a  part- 
ner at  McKinsey  &  Co. 

Even  Goldsmith  has  reservations. 
"I'm.  not  a  believer  in  instant  religious 
conversion,"  says  he.  (Slow  conversions, 
perhaps.  Raised  a  Southern  Baptist,  he 
switched  to  Buddhism  in  1975,  drawn  by 
its  focus  on  letting  go  of  the  past  to  con- 


centrate on  the  now.)  "I'm  very  skepti- 
cal about  the  process." 

Marshall  Goldsmith  was  born  and 
bred  in  Valley  Station,  Ky.,  an  only  child. 
His  father  worked  in  a  gas  station;  his 
mother  was  a  first-grade  teacher.  He 
graduated  from  Rose-Hulman  Institute 
of  Technology  in  Terre  Haute,  Ind.,  then 
got  an  M.B.A.  at  Indiana  University  and 
a  Ph.D.  in  organizational  behavior  at 
UCLA.  As  a  consultant  he  first  worked 
for  Paul  Hersey  at  the  Center  for  Lead- 
ership Studies  in  Escondido,  Calif.  He 
started  his  own  practice  in  1979. 

These  days  Goldsmith,  who  is  mar- 
ried with  two 
grown  children 
and   based  in 


Rancho  Santa  Fe, 
Calif.,  earns  about 
$500,000  a  year 
coaching  eight  exec- 
utives one-on-one, 
and  he  has  a  waiting 
list.  He  brings  in 
another  $850,000  a  year  from  other 
stuff — one-day  seminars  at  companies, 
each  of  which  pays  him  $17,000  a  gig; 
fees  from  up  to  50  coaches  in  the  Mar- 
shall Goldsmith  network,  who  get  refer- 
rals thanks  to  his  prominence;  and  writ- 
ing and  coediting  books  (18  so  far). 

Goldsmith  preaches  four  golden 
rules:  Care  about  what  your  colleagues 
say  and  feel  about  you;  don't  try  to  prove 
you  are  always  right;  ask,  listen  and  follow 
up;  and  solicit  appraisals  from  your  asso- 
ciates. Goldsmith  polls  an  executive's 
associates  every  three  months  to  measure 
whether  his  behavior  has  changed,  pass- 
ing on  the  results  to  the  executive.  "With- 
out the  feedback,  there's  no  incentive  to 
change,"  he  says. 

He  also  preaches  vulnerability.  At  a 
big  drugmaker,  an  executive  hoping  to 


one  day  succeed  the  chief  executi 
managed  to  rankle  the  boss  by  tryii 
too  hard  to  impress  with  all  he  kn^ 
when  he  should  have  listened  more 
what  the  boss  knew.  Goldsmith's  advi< 
Don't  be  such  a  show-off  all  the  tirr 
ask  for  help  from  your  mentor — and  1 
willing  to  learn. 

Too  many  chief  executives  don't  knc 
how  to  listen  to  others,  the  coach  says, 
people  start  listening  to  others,  they  lea) 
the  value  of  listening.  To  become  a  suj 
cessful  listener,  you  have  to  keep  liste: 
ing,"  he  says  mystically,  channelii 
Deepak  Chopra. 

"Marshall  forces  you  to  have  aw; 
ward  conversations  with  co-workers  th 
are  easy  to  postpone,"  says  one  curre: 
client,  George  Bors 
who  runs  the  U. 
financial  services  arj 
of  Toyota,  with  assets 
$50  billion.  "He  holds 
mirror  to  your  face  arj 
reminds  you  to  put  tl 
needs  of  the  organizj 
tion  first." 

Borst's  360-degn 
review  said  he  was  impatient,  had  n< 
properly  united  his  team  and  needed 
clarify  standards  for  high  performanc 
Goldsmith  managed  to  shroud  this  in 
softer  message:  Your  people  need  mo: 
guidance.  So  Borst  has  scheduled  h 
individual  meetings  with  all  of  Toyo 
Financial  Services'  nine  vice  presiden 
10  give  them  "the  coaching  they  han 
requested  of  me,"  Borst  says. 

When  a  recalcitrant  client  relapse 
Goldsmith  steps  in  like  a  drug  counsek 
at  a  family  intervention.  Jonathan  Kleii 
the  South  Africa-born  boss  of  Get) 
Images,  a  global  photo  distributor,  wa 
known  for  sarcastically  debating  his  coi 
leagues,  making  some  of  them  feel  infs 
rior.  He  was  arguing  with  his  peop' 
instead  of  leading  them.  In  a  group  mee 
ing  with  75  of  his  employees  in  Get! 
Images'  Seattle  offices,  Klein  took  a  que: 
tion  and  engaged  in  a  debate  rather  ths 
answering  it.  Goldsmith  later  called  hir 
on  his  behavior. 

Klein  began  to  "listen  to  others,  lear 
to  shut  up,  think  before  he  talked  and  ope 
a  healthy  dialogue  about  Getty  Image 
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elcome  to  HEDA 


HANCZHOU  ECONOMIC  & 
htq.   TECHNOLOGICAL  DEVELOPMENT  AREA 


Hangzhou,  a  Famous  Eastern  Garden 
City  and  Paradise  for  Tourists. 

Located  on  the  south  bank  of  Hangzhou 
Bay  off  the  East  China  Sea,  Hangzhou  is 
an  important  city  in  the  Yangtze  River 
Delta  Area.  The  capital  of  Zhejiang 
Province  and  home  to  6.43  million  people, 
Hangzhou  is  a  political,  cultural  and 
economic  hub,  covering  16,596  square 
kilometers. 

Ranking  third  among  China's  provincial 
cities  for  overall  economic  strength  and 
special  advantages,  Hangzhou  has  been 
called  the  "best  human  habitat"  by  the 
United  Nations,  "best  city  investment 
environment"  by  the  World  Bank,  "interna- 
tional garden  city"  by  the  World  Health 
Organization  and  "best  city  for  public 
security"  by  the  Chinese  Security  Ministry. 

Hangzhou  Economic  and  Technological 
Development  Area  (HEDA)  is  a  national- 
class  development  zone  with  a  planned 
area  of  104.7  square  kilometers  as  ap- 
proved by  the  State  Council  in  April  1993. 
Comprehensive  development  ranks  in  the 
top  15  among  49  national  economic  de- 
velopment zones.  For  13  years,  HEDA 
has  been  an  important  base  for  industrial 
modernization,  foreign  economic  involve- 
ment, high  education  and  research.  Atotal 
of  370  foreign  enterprises  from  30  coun- 
tries have  settled  within  HEDA,  bringing 
contracted  foreign  capital  of  US$3.56 
billion  and  actual  foreign  capital  of 
US$1.61  billion.  Fifty-plus  world-famous 
companies  and  multinationals  are  in- 
volved. Among  them  are  24  enterprises 
listed  in  the  Fortune  500.  Relying  on  the 
pillar  industries  of  electronic  information, 
bio-pharmaceu-ticals,  home  appliances, 
auto  parts,  textiles  and  light  foodstuffs, 
HEDA  plows  forward  and  becomes  in- 
creasingly high-tech  oriented.  Within 
HEDA,  a  large  University  Town  and  the 
Zhejiang  Export  Processing  Zone  utilize 
the  location,  human  resources,  environ- 
ment and  export  /  industrial  infrastructure. 

Five  Advantages: 

/  Location 

Hangzhou  Economic  and  Technological 
Development  Area  lies  in  the  Yangtze 
River  Delta  near  Shanghai.  Through 


HEDA's  Zhejiang  Express  Hub,  a  four- 
hour  transport  and  economic  circle  ex- 
tends across  Zhejiang  Province, 
Shanghai,  South  Jiangsu,  South  Anhui 
and  parts  of  Jiangxi  and  Fujian.  These 
prosperous  areas  have  China's  fastest 
economic  growth  and  biggest  market. 
Moreover,  HEDA,  right  in  the  middle  of 
Shanghai  and  Ningbo,  has  the  access  to 
two  seaports  within  a  90-minute  drive. 
The  Xiaoshan  Interna-tional  Airport,  with 
direct  links  to  Japan,  Hong  Kong,  Macau, 
Korea,  Singapore  and  Thailand,  waits 
only  15km  away.  Air  links  to  Australia  and 
the  US  are  expected  in  2005. 

2  Human  Resources 

Hangzhou  boasts  35  education  institutes, 
including  the  prestigious  Zhejiang 
University.  There  are  more  than  30  na- 
tional laboratories  and  technology  centers. 
Hangzhou  Xiasha  High  Education  Park  in 
HEDA,  the  largest  of  its  kind  in  Zhejiang 
province,  more  than  10  square  kilometers, 
plans  15  institutes  for  160,000  students, 
focusing  on  science,  engineering  and  fi- 
nance. So  far,  14  institutes  have  been  es- 
tablished to  serve  120,000  students.  Fifty- 
two  key  state-research  projects  and  state 
laboratories  there  work  in  bio-engineering, 
optic-engineering  and  automatic  engi- 
neering. All  this  provides  ample  human  re- 
sources and  scientific  research  for  high- 
tech industries. 

The  14  universities  and  colleges  are: 

Hangzhou  University  of  Electronic 
Science 

Zhejiang  University  of  Science 

China  National  University  of  Metrology 

Zhejiang   Industrial  and  Commercial 

University 

Zhejiang  Institute  of  Communication  and 
Media 

Zhejiang  University  of  Finance  and 
Economics 

Hangzhou  Teachers  College 

Hangzhou  Vocational  and  Technical 

College 

Zhejiang   Water   Resources  and 

Hydroelectric  College 

Zhejiang   Technology  Institute  of 

Economics 

Zhejiang  Finance  Polytechnic  College 
Zhejiang  Police  Vocational  Academy 
Zhejiang  Economic  and  Trade  Polytechnic 
College 

Zhejiang  Yuying  College 


3  Export  Ease 

Hangzhou  Export  Processing  Zone  of 
Zhejiang  (HEPZ),  with  a  planned  area  of 
almost  three  square  kilometers  within 
HEDA,  implements  special  preferential 
policies  of  "inside  the  country,  outside  cus- 
toms". This  is  a  special  location  super- 
vised and  managed  by  Customs  through 
a  fully-closed  mode  and  applying  elec- 
tronic custom  clearance.  HEDA  Customs 
can  take  advantage  of  independent  status 
in  working  with  commodity  inspection,  for- 
eign currencies  administration,  state  taxa- 
tion and  banks  to  provide  convenient,  effi- 
cient, normative,  and  well-organized  ser- 
vices. 

4  Environment 

HEDA  received  ISO  14001  accreditation 
from  the  National  Environmental 
Protection  Bureau  and  works  hard  to  cre- 
ate a  model  national  environmental  pro- 
tection zone. 


5  Industrial  Prowess 

Relying  on  the  city  of  Hangzhou's  indus- 
trial foundation,  HEDA  has  built  industrial 
bases,  such  as  the  Export  Processing 
Zone  and  High-Tech  Industrial  Park.  New- 
business  impact,  product-matching  and 
industrial  images  are  greatly  enhanced. 
Consistent  with  Hangzhou's  goal  to  de- 
velop high-tech  industries,  HEDA  works 
hard  on  an  IT  Port  and  New  Medicine  Port, 
with  establishments  in  mobile  telecommu- 
nications, IC,  photo-electronics,  digital 
home  appliances  and  electronic  units, 
plus  new-medicine  pharmaceutical  busi- 
nesses in  bio-pharmaceuticals  and  natu- 
ral-herbs research. 

As  a  target  for  successful  and  profit- 
seeking  investors,  HEDA  strives  to  excel 
and  provide  strong  services.  Overseas  in- 
vestors are  welcome  to  visit  and  consider 
the  possibilities. 


fqV,  Http: //www.  heda.gov.cn 
Http://www.  investhz.com 
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Adesa 

On  the  Block 

Adesa  has  figured  out  the  secret  to  making 
money  in  the  U.S.  auto  industry:  Don't  own  any 
vehicles.  By  Jonathan  Fahey 


Coaching  the  Boss  

direction,"  says  Coach  Goldsmith.  Sounds 
a  little  syrupy,  but  Klein  himself,  now  reha- 
bilitated, says  Goldsmith  "helped  me 
become  a  more  effective  leader,  as  judged 
by  the  people  who  are  the  most  important: 
our  employees." 

Alan  Mulally,  who  runs  Boeing's  air- 
plane division,  changed  after  learning  he 
was  so  hard-driving  that  he  had  no  room 
in  his  head  for  other  people's  ideas.  He 
met  one-on-one  with  colleagues  to  thank 
them  for  their  input,  express  gratitude  for 
their  involvement  and  ask  them  for  ideas 
in  the  assembly  of  the  new  Boeing  787 
Dreamliner  jet. 

"We  took  the  intensity  of  talking  to 
each  other  to  another  level,"  Mulally 
rhapsodizes.  The  feedback  showed  85% 
of  Mulally's  lieutenants  gave  him  a  high 
rating. 

At  General  Mills,  Executive  Vice 
President  James  Lawrence  became  a 
client  amid  complaints  that  he  berated 
some  of  the  28  people  who  worked 
alongside  him,  Goldsmith  says. 
Lawrence  denies  this  characterization. 
Nonetheless,  client  and  coach  met  every 
other  month  for  a  year  and  a  half,  fol- 
lowed up  by  monthly  phone  calls  "to 
remove  the  roadblocks  from  Lawrence's 
ability  to  bring  out  the  best  in  people," 
says  Kevin  D.  Wilde,  General  Mills'  chief 
learning  officer.  Later  26  of  the  28  col- 
leagues agreed  that  Lawrence  had  mod- 
ified his  behavior  positively,  and  he  was 
rewarded  with  more  authority. 

At  times  such  efforts  fail.  One  chief 
hired  Goldsmith  to  coach  the  chief  finan- 
cial officer  to  succeed  him;  the  CFO  made 
marked  improvements  but  was  passed 
over  anyway.  Goldsmith  believes  it  was  a 
setup.  At  another  company  one  top  exec 
went  along  with  coaching,  only  to  confide 
that  he  was  hoping  to  bail  out  of  the  com- 
pany altogether. 

Goldsmith  says  he  forgoes  billing  a 
company  if  his  methods  fail  to  change  a 
dysfunctional  boss  for  the  better;  this 
occurs  in  one  in  eight  cases,  he  says.  He 
declares  success  when  the  final  feedback 
from  co-workers  is  overwhelmingly  posi- 
tive. But  in  this  fed-up  age  of  the  dimin- 
ished chief  executive,  this  amounts  to 
leadership  by  popularity  contest,  doesn't 
it?  No  way,  he  insists.  F 


THE  PARKING  LOT  AT  THE  AUTO 
auction  a  few  miles  west  of  In- 
dianapolis looks  like  a  car 
dealer's  nightmare:  150  acres  of 
blacktop  packed  with  undistin- 
guished used  vehicles.  The  air  is  heavy 
with  carrying  costs.  You  can  almost  smell 
the  vehicles  depreciating. 

But  that's  not  the  worry  of  Adesa, 
the  Indianapolis  auction  company  that 
owns  the  lot.  All  those  cars  are  eroding 


someone  else's  balance  sheet.  As  Adese 
Chief  Financial  Officer  Cameron  Hitch- 
cock noted  at  this  year's  shareholders 
meeting,  "I'd  like  to  point  out  some- 
thing missing  from  our  balance  sheet: 
inventory." 

Adesa  is  the  country's  second-largest 
(and  only  public)  used  car  wholesale 
auction  house.  While  General  Motors 
and  Ford  are  hurting,  Adesa  last  year 
generated  $932  million  in  revenue, 
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Our  approach  to  health  is  so  uniquely  different  it  has  become  a  new  model,  studied  by  health  officials  from 
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work  together,  sharing  information  and  expertise,  to  coordinate  both  preventive  and  disease  management 
care.  For  you,  that  means  healthier  employees  and  lower  costs  without  sacrificing  quality  care.  Plus,  we 
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Steve  Cone 

Global  Head  of  Brand 
Management  &  Advertising, 
Citigroup  Global  Wealth 
Management 


Cindy  Gallop 

Co-Chair,  Branded  Content 
Marketing  Association, 
former  Chairman,  BBH 


Bob  Greenberg 

Chairman,  CEO  and 
Chief  Creative  Officer, 
R/GA 


Guy  Kawasaki 

Managing  Director,  Garage 
Technology  Ventures 
and  Chief  Evangelist, 
FilmLoop,  Inc. 


Deborah  Meyer 

Vice  President  Marketing, 
Lexus  Division  of  Toyota 


Kevin  Roberts 

CEO  Worldwide, 
Saatchi  &  Saatchi 
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Impact 


Adesa 


$105  million  in  profit  and  $167  million  in 
cash.  This  despite  a  4%  decline  in  the 
number  of  cars  it  auctioned. 

"Even  when  the  industry  is  flat,  the 
cash-flow  generation  of  this  business  is 
profound,"  says  David  Gartzke,  Adesa's 
chief  executive. 

That's  because  the  used  car  market  is 
very  deep,  better  than  twice  the  size  (in 
unit  volume)  of  the  new  car  market.  Last 
year  43  million  vehicles  were  resold,  3 1 
million  through  dealers  and  the  rest 
through  private  sales.  Adesa  offered  3 
million  of  those  vehicles  for  sale  at  83 


can  sell  without  doing  something  to  a  few 
of  them,"  says  David  Emerson,  Adesa  Indi- 
anapolis' auction  manager.  Adesa  has  an 
upholstery  shop  on  the  premises  that  can 
make  repairs  and  change  a  cloth  interior  to 
leather.  Two  shifts  of  35  workers  each  in  a 
40,000-square-foot  paint-and-body  shop 
fix  80  cars  a  day,  earning  Adesa  an  average 
of  $250  per  car.  Sixty-five  workers  in  a  six- 
lane  assembly-line  detail  shop  clean  and 
polish  300  cars  a  day  for  $75  per  car. 

These  dolled-up  cars  are  driven 
slowly  through  one  of  Adesa's  ten  auction 
lanes  on  sale  days.  The  cars  rarely  stop  as 


By  the  Numbers 

^  1 
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Wholesale  auctions  keep  the  heavy 
used  car  traffic  flowing. 

operation. 

U.S.  vehicles  in 

U.S.  vehicles  sold.  ^ 
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auctioned. 

1 

Used  vehicles 

Latest  average 
used-vehicle  wholesale  price. 

Car  volumes  are  for  2004.  Source:  Adesa. 

auction  sites  in  the  U.S.,  Canada  and 
Mexico  and  sold  2  million  to  dealers  (the 
daily  sales  are  open  to  licensed  pros  only). 
Adesa  picks  up  an  average  of  $200  from 
the  buyer  and  $200  from  the  seller.  It  also 
financed  1  million  sales  with  30-  or  45- 
day  loans. 

Dealer-owned  vehicles  represent  a 
third  of  Adesa's  auction  volume;  the  rest 
comes  from  banks  and,  especially,  the 
finance  subsidiaries  of  General  Motors, 
Ford  and  Chrysler.  Adesa's  Indianapolis 
site  takes  in  hundreds  of  cars  every  week 
coming  off  lease  or  back  from  rental  buy- 
back  programs.  Each  manufacturer  has  a 
full-time  employee  on-site  who  decides 
whether  to  ask  Adesa  to  fix  dents  or 
scratches,  change  the  tires  or  add  a  spoiler 
before  auctioning  a  vehicle. 

"There's  only  so  many  Tauruses  you 


clutches  of  dealers  stride  beside  them, 
raising  their  hands  as  the  seemingly  over- 
caffeinated  auctioneer  rattles  off  barely 
intelligible  numbers. 

Allete,  a  Minnesota  electric  utility, 
until  last  year  owned  Adesa,  when  it  sold 
off  some  shares  to  the  public  and  distrib- 
uted the  rest  to  Allete  shareholders.  Adesa 
was  then  providing  60%  of  Allete's  prof- 
its. Gartzke  left  his  job  as  Allete's  chief 
executive  and  moved  to  Adesa.  "Sales  are 
happening  every  day,  so  there  are  num- 
bers moving  every  day — and  I  love  num- 
bers," he  says. 

His  number  one  challenge  now  is  to 
keep  the  auction  volume  up.  Fewer  cars 
are  coming  in  from  manufacturers, 
because  they  cut  back  sharply  on  leases 
beginning  in  2001,  and  rental  car  compa- 
nies are  holding  vehicles  longer  now  that 


business  has  picked  up.  (Shares  fel 
near  $15  from  the  company's  $24  offei 
price  in  June  2004,  though  they  have  si 
rebounded  to  $24,  or  17.5  times  trail 
earnings.)  Adesa  is  also  facing  comp 
tion  from  its  biggest  customer.  GJv 
began  an  online  auction  service  cal 
SmartAuction  that  allows  GMAC  to  o 
its  off-lease  vehicles  to  GM  dealers.  I 
year  SmartAuction  sold  325,000  vehic 
many  of  which  otherwise  might  h 
gone  to  Adesa. 

Gartzke  has  unveiled  countermo 
to  get  more  vehicles  from  dealers 
instance,  he  plans  to  pr 
dealers  to  part  with 
more  quickly  by  track 
their  inventory  and  alert 
them  to  slow-moving  ve 
cles.  Adesa  has  also  start 
an  online  auction  serv 
called    LiveBlock,  wh 
allows  distant  buyers,  for 
extra  $20  to  $50  per  p 
chase  to  participate  in  li 
auctions  through  a  vid 
feed. 

Adesa  also  came  up  wi 
a  program  to  help  GM  si 
the  Chevy  Suburbans  th 
were  piling  up  in  the  auctit 
parking  lot,  drawing  bi 
$3,000  below  what  w 
expected.  Called  Purcha 
Plus,  the  plan  gives  deale 
the  option  of  returning  these  vehicles  f 
95%  of  the  auction  price  if  they  can't  s 
them  within  60  days.  Adesa  pays  the  $: 
charged  by  an  insurer  to  take  the  ris 
Prices  of  the  Purchase  Plus  vehicles  spike 
$500  to  $1,000  immediately,  according 
Emerson,  Adesa's  man  in  Indianapolis. 

As  Gartzke  gropes  to  keep  volum 
up,  he  has  a  happier  problem  to  ponde 
$140  million  in  cash.  "The  question 
Where  do  they  put  excess  capital?"  sa 
John  Murphy,  an  analyst  at  Merrill  Lyncl 
Gartzke  wants  to  do  acquisitions  to  gi 
closer  in  size  to  his  chief  competito 
Manheim,  which  is  owned  by  Cox  Entei 
prises  and  controls  50%  of  the  marke 
But  privately  owned  auction  houses,  c 
which  there  are  some  200,  rarely  come  u 
for  sale.  So  for  now  Gartzke  will  just  b 
counting  his  money.  I 
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Union 
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California 


Mike's  bank 


brings  a  rare  expertise  to  his  retail  barbeque  stores 


provides  the  funds  to  fuel  his  company's  expansion 


helps  keep  cash  flowing  with  a  revolving  line  of  credit 


crafted  a  made-to-order  401(k)  plan  for  his  employees 


never  puts  his  needs  on  the  back  burner. 
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Commercial  Banking 

Northern  California  -  Michael  Riley,  Market  President,  (415)  705-7170 
Central  Valley  -  Scott  A.  Hagel,  Market  President,  (916)  321-6702 
Greater  Los  Angeles  -  Bita  Ardalan,  Market  President,  (818)  595-2021 
Metro  Los  Angeles  -  Scott  Connella,  Market  President,  (213)  236-4275 
Orange  County/San  Diego  -  Mary  Allis  Curran,  Market  President,  (619)  230-3374 

Small  Business  Services  -  (866)  876-7065 


All  financing  subject  to  credit  approval. 
Visit  us  at  uboc.com 
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FIFTH  THIRD  BANCORP  (43,  FITB)  used  to  be  a 
Wall  Street  darling.  Expanding  ambi- 
tiously all  over  the  Midwest  and  in  bur- 
geoning Florida,  the  Cincinnati  banking 
company  turned  in  tidy  earnings  in- 
creases year  after  year.  It  even  opened  a 
passel  of  branches  in  supermarkets. 

Lately,  though,  things  have  gone  sour 
at  the  bank  with  the  ungainly  name  (the 
product  of  a  long-ago  merger  between 
Ohio's  Fifth  National  and  Third  Na- 
tional). The  trouble  began  with  a  2002 
regulatory  crackdown  on  bad  bookkeep- 
ing. Expenses  soared  as  it  put  in  costly 
new  controls  and  paid  dearly  for  Florida's 
First  National  Bankshares.  Even  more 


than  other  lenders,  Fifth 
Third  (assets:  $103  billion) 
is  squeezed  by  Federal  Re- 
serve rate  hikes:  The  bank's 
net  interest  margin  (the 
spread  between  what  it 
shells  out  for  deposits  and 
earns  on  loans)  is  down 
three-quarters  of  a  per- 
centage point  in  three  years 
to  3.3%.  In  other  words, 
the  yield  on  the  loan  port- 
folio hasn't  climbed  fast 
enough  to  keep  pace  with 
the  increase  in  deposit 
costs.  Earnings  tumbled 
last  year  and  in  2005's  first 
half.  Management  has 
scaled  back  guidance  for 
the  year. 

Standard  &  Poor's  re- 
cently downgraded  Fifth 
Third.  Famed  value  investor 
Sequoia  Fund  just  unloaded 
nearly  all  of  its  stake,  which 
once  represented  1 1%  of  as- 
sets. Over  the  past  12 
months  the  stock  is  down 
10%,  versus  a  5%  gain  for 
JL  the  Keefe  Bruyette  &  Woods 

Jt-  *• — - 

Time  to  buy,  says  ana- 
lyst Charles  Peabody  of 
research  firm  Portales 
Partners.  Fifth  Third  has  belatedly 
shifted  a  large  chunk  of  its  portfolio  into 
loans  with  short  terms  or  adjustable 
rates,  so  future  Fed  tightening  should 
sting  less.  While  paying  up  for  depositors 
hurts,  Peabody  says  this  eventually  will 
deliver  for  the  bank.  Transaction 
deposits  (like  savings  and  checking)  have 
grown  6%  yearly  before  acquisitions, 
versus  the  industry's  2%.  Commercial 
loan  growth,  12%  last  quarter,  should 
bring  nice  profits.  Fifth  Third's  underap- 
preciated electronic  payment  processing 
biz  will  help.  Shares  trade  at  16  times 
trailing  earnings,  slightly  above  other 
banks'.  Worth  it.       — Bernard  Condon 


Dial  "R"  for  Russia 

The  Kremlin's  selective  crackdown  on 
garchs  has  left  investors  in  Russia  on  e< 
Yet  Russia's  progress  toward  a  more  o 
economy  is  likely  to  continue,  says  Ju 
Mayo,  investment 
director  at  Charle- 
magne  Capital,  a 
London  firm  that 
manages  U.S.  Global 
Investors'  Eastern 
European  fund.  One 
way  to  profit,  he  sug- 
gests, is  via  vimpelcom  (39,  VIP),  one  of  R 
sia's  largest  telecom  and  mobile  phc 
operators.  In  1996  it  became  the  f: 
Russian  company  since  1 903  to  list  on 
New  York  Stock  Exchange. 

The  growth  since  has  been  huge. 
2004  the  company  saw  a  6 1  %  increase 
revenue  to  $2.1  billion  and  a  53%  incre 
in  net  income  to  $350  million.  For  t 
year's  first  quarter,  revenue  was  up  51 
and  net  income  45%.  The  subscriber 
should  expand  40%  this  year,  says  Ma  i 
He  figures  VimpelCom's  enterprise  vai 
(market  cap  plus  debt,  minus  cash)  is  ji 
5.9  times  2005  operating  earnings  (the 
before  interest,  taxes,  depreciation  a 
amortization)  versus  6.7  times  for  emei 
ing-market  telecoms. 

— Michael  Freedmc 


Wilting 


Its  expansion  from  a 
toll-free  number  to 
the  Internet  has  not 
been  a  blooming 
success.  The  com- 
pany now  known  as 

I800FLOWERS.COM  (7,  FLWS)  has  Struggle 

in  a  crowded  market,  with  lower  ope 
ating  margins,  higher  marketing  cos 
(leaning  heavily  on  promotions)  ar 
slower  sales  growth  than  peers.  Push 
into  gardening,  food  and  toys  haver 
worked. 

For  the  fiscal  year  ended  July  3,  ear; 
ings  fell  80%  to  $8  million,  even  as  re 
enue  rose  1 1%  to  $671  million.  At  ( 
times  earnings  the  company  has  at  lea 
climbed  out  of  the  red.  Small  comfoi 
Short  the  stock.  —Daniel  Krug 


164     FORBES"  September  5,  2005 


Introducing 


^orbe  s Aut  o  s .  com 

EbrbesAutos.com  is  a  new  website  devoted  exclusively  to  luxury  vehicles, 
e  know  what  you  expect  from  a  luxury  vehicle.  Superior  handling.  Engineering  excellence. 
Incomparable  comfort.  Appointments  that  fit  your  personal  style.  Find  the  reviews, 
decision  guides,  photo  galleries  and  dealer  pricing  you  need  to  research 
and  buy  your  next  luxury  vehicle  at  ForhesAutos.com. 


Visit  ForbesAutos.com 
today  for  a  chance  to 


win  a  400-hp  Cadillac  CTS-F, 
valued  at  over  $50,000. 


No  Purchase  Necessary  Game  ends  December  22,  2005  Must  be  18  years  ot  age  or  older  and  legal  resident  ol  trie  U  S.  to  enter. 
See  Official  Rules  lor  details  Void  where  prohibited  MSRP  ot  Grand  Prize  vehicle  $49,995 


You've  worked  hard  to  earn  that  special  luxury  vehicle 
that  suits  your  passion  for  performance  and  style.  Find  it  at. 

Forbes 


AUTOS 


i  com 

LUXURY.PF.  RFORMAN  C  E  .  STYLE. 


The  Contrarian  David  Dreman 


Watch  That 
Index 


MARKET  BENCHMARKS  OFTEN  ARE  MISLEADING.  IF 
your  portfolio  falls  short  of  one  of  these  gauges — 
indexes  from  the  likes  of  Standard  &  Poor's,  Frank 
Russell  or  Morgan  Stanley — it  typically  appears 
that  your  money  manager  is  doing  a  lousy  job. 
Maybe,  maybe  not.  Before  jumping  to  conclusions,  you  should 
look  closely  at  the  indexes  and  recognize  their  flaws. 

Take  Wall  Street's  current  fad  of  advising  investors  to  put 
larger  parts  of  their  portfolios  abroad.  The  notion  is  that  the 
dollar  is  weak  and  destined  to  get  weaker.  That  would  help  an 
investor  in  foreign  stocks  who  does  not  hedge  his  currency 
exposure.  And  then  growth  overseas  is  supposed  to  pick  up. 

Both  of  these  factors  should  propel  the  MSCI  EAFE  index 
higher.  (The  acronym  stands  for  Morgan  Stanley  Capital  Inter- 
national Europe,  Australasia  and  Far  East.)  The  most  widely  fol- 
lowed index  of  foreign  markets,  EAFE  weights  21  country 
indexes  by  the  market  caps  of  stocks  in  each.  Over  the  past  12 
months  EAFE  has  blasted  past  the  S&P  500,  the  most  commonly 
used  benchmark  for  U.S.  stocks,  21.6%  to  14%. 

First,  don't  let  a  year  or  two  of  higher  foreign  numbers  fool 
you.  Over  time  you  would  have  been  far  better  off  in  a  low-cost 
S&P  500  index  fund.  Over  the  past  ten  years,  in  U.S.  dollars,  the 
S&P  500  rose  10%  annually  versus  just  5.3%  for  EAFE. 

Further,  much  of  EAFE's  return  in  good  years  is  made  from 
currency  gains  against  a  declining  dollar.  Conversely,  when  EAFE 
underperforms,  a  rising  dollar  is  usually  a  big  factor.  Thus  an 
investor  often  gets  bad  advice  at  either  end  of  the  currency 
spectrum,  told  to  buy  when  foreign  currencies  are  high  and  to 
sell  when  the  overseas  denominations  are  falling. 

Using  domestic  indexes  as  benchmarks  brings  its  own  set  of 
pitfalls.  Many  pension  sponsors  compare  their  large-cap  invest- 
ments with  the  Russell  1000  Value  index  or  the  Russell  1000 
Growth  index.  The  vexing  thing  about  the  Russell  system  is  that 
midcap  names  dominate  these  indexes.  When  midcaps  fly,  as 
they  have  in  the  past  few  years,  large-cap  investors  have  a  hard 
time  matching  the  Russell  benchmarks.  All  too  frequently  large- 
cap  managers,  with  oth- 
erwise good 


missing  one  of  these  flawed  bogeys. 

Another  problem  in  choosing  a  good  investment  yardst 
is  the  marked  difference  between  indexes  purporting  to  tra 
the  same  thing. 

An  obvious  example  is  the  yawning  gap  during  20 
between  the  Russell  1000  Growth  index  (down  20.4%)  and  t 
S&P  500/Barra  Growth  (off  just  12.7%).  To  compensate  for  d 
ferent  systems'  idiosyncrasies,  look  at  them  over  a  longer  sp 
For  the  past  ten  years  the  S&P  500/Barra  Growth  index  h 
posted  9.2%  annual  returns  versus  7.5%  for  the  Russell  10 
Growth,  a  much  tighter  spread. 

Be  aware,  though,  that  both  the  S&P  500/Barra  and  the  Rl 
sell  1000  give  distorted  pictures  of  performance  of  value  a 
growth  over  time.  The  reason:  They  each  divide  their  investme 
universes  into  half  value  and  half  growth.  That's  absurd. 
In  the  real  world  most  value  and  growth  managers  stick  wi 

the  companies  showing  pu 
value  or  pure  growth  chara 
teristics,  eliminating  the  60 
in  the  middle.  Managers  u 
the  top  or  bottom  20%  rank< 
by  price/earnings,  price 
book  or  price  to  cash  flo' 
When  you  compare  tho 
extremes,  value  clearly  ou 
paces  growth.  This  conclusic 
comes  from  my  own  calcul 
tions  and  those  of  wel 
regarded  academics  such 
Eugene  Fama  and  Kennel 
French. 

Now,  what  to  buy?  I  ha1 
three  stocks  to  offer  in  tl 
financial  sector.  The  big  banks  and  thrifts,  hurt  by  fears  of  risii 
interest  rates,  have  for  the  most  part  shown  unjustifiably  lacl 
luster  performance  against  their  indexes  this  year.  In  oth 
words,  they  are  cheap  now. 

Bank  of  America  (43,  BAC),  the  nation's  second-largest  banl 
is  off  7%  in  2005.  But  it  should  report  15%  earnings  growt 
this  year,  with  another  respectable  gain  in  2006.  Bank  i 
America  trades  at  ten  times  trailing  earnings  and  yields 
healthy  4.7%. 

Wachovia  (50,  WB)  has  slumped  3%,  partially  because  of  woi 
ries  that  it  may  overpay  for  an  acquisition  down  the  road.  Th; 
concern  appears  to  be  remote,  and  Wachovia  stock  is  cheap  at 
P/E  of  12  and  offers  a  decent  yield  of  3.7%. 

Washington  Mutual  (42,  WM),  the  nation's  largest  thrift,  is  u 
an  encouraging  2%.  WaMu  saw  earnings  hit  in  2004  by  losses  i 
its  mortgage  activities  as  refinancings  slowed  and  competitio 
for  loans  got  hotter.  With  strong  new  controls  and  sophisticate' 
mortgage  talent  now  in  place,  the  problems  seem  to  be  histor 
The  thrift  trades  at  a  P/E  of  12  and  yields  4.6%.  I 


Benchmarks 
used  to  gauge 
your  portfolio's 
performance 
are  severely 
flawed.  Know 
their  drawbacks 
before  judging 
how  you  did. 


mance,  get 


perfor- 
fired  for 


Forbes 


David  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contraria 
Investment  Strategies:  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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Florence    Monte  Carlo    Barcelona    Lisbon    Bordeaux    Guernsey  Lon 


receive  a  full-color  conference  brochure 
reserve  your  cabin,  call  800/530-0770  or  visit  www.lnvestmentCruise.com. 

(outside  the  US,  please  call  941/955-0323, 9:00  am  -  5:00  pm  EST)  004621 


Capital  Markets  Marilyn  Cohen 


How  to  Short 
Junk  Bonds 


REMEMBER  WEST  S/DE  STORY?  JUST  AS  THEY  SAY  IN  THE 
musical,  "There's  a  rumble  coming."  The  Sharks  and 
the  Jets  in  this  case  are  junk  bond  bears  and  bulls. 
Retail  investors  have  been  exiting  junk  mutual  funds 
(so  far  this  year  removing  $7.93  billion,  or  6%  of  the 
funds'  assets,  according  to  AMG  Data  Services),  but  hedge  funds 
have  kept  buying  junk,  more  than  offsetting  the  mutual  fund 
outflow.  For  once  the  retail  folks  are  the  smart  ones. 

I  have  been  warning  for  some  time  that  high-yield  bonds 
are  not  worth  the  risk  (see  my  Jan.  10  column).  Unfortunately, 
if  you  heeded  my  warning  then,  you  have  left  money  on  the 
table  thus  far  in  2005.  The  high-yield  market  has  gone  from 
overvalued  to  extremely  overvalued. 

But  the  hedge  funds  won't  continue  their  merry  chase  of 
junk  prices  forever.  Junk  is  badly  overpriced  and  overdue  for  a 
fall.  The  spread  between  a  speculative-grade  junk  bond,  one 
rated  B2,  and  Treasurys  is  just  3.25  percentage  points.  That's 
not  a  lot  of  compensation  for  the  risk  of  owning  junk.  The 
cumulative  default  rate  over  ten  years  for  this  grade  of  bond  is 
44.5%,  according  to  Moody's.  To  be  sure,  you  will  be  collecting 
a  yield  for  the  remaining  55.5%  on  a  hypothetical  portfolio 
over  the  ten  years,  but  that  would  scarcely  make  you  whole.  If 
the  long-running  recovery  stumbles,  defaults  will  be  worse  than 
you  see  in  these  historical  averages.  In  the  late  1990s,  even 
before  the  recession,  defaults  began  increasing. 

It  used  to  be  that  the  only  way  to  deal  with  an  overpriced 
junk  market  was  to  get  out.  Now  you  can  do  better  than  that. 
You  can  buy  a  fund  that,  in  effect,  has  a  short  position  in  junk 
bonds.  That  fund  is  the  open-end,  no-load  Access  Flex  Bear 
High  Yield  Fund,  managed  by  ProFund  Advisors.  The  opportu- 
nity doesn't  come  cheap:  Minimum  purchase  is  $15,000,  and 
fees  are  a  bit  high  at  1.45%  of  assets  annually.  Avoid  the 
Service  Class  shares  offered  through  your  financial  adviser 
since  they  will  cost  you  an  extra  1%  in  fees. 

The  fund  does  not  generally  short  junk  bonds,  nor  does  it 
do  any  fundamental  research.  Instead,  it  seeks  inverse  exposure  to 
the  high-yield  market  through  a  creature 
called  the  credit  default  swap  (CDS).  This  is  a 
derivative  for  institutional  players,  a  form  of 


insurance  against  defaults.  When  junk  prices  rise  (and  yielc 
drop),  CDS  prices  fall  because  high-yield  bonds  seem  less  likely  t 
default.  When  junk  prices  dip,  CDS  issues  appreciate. 

Member  banks  that  are  part  of  the  CDS  Index  consortiui) 
are  all  the  major  brokers  from  Goldman  Sachs  to  Merril 
Lynch,  from  J.P.  Morgan  Chase  to  Deutsche  Bank.  CDS  suppl 
is  plentiful,  meaning  Access  Flex  Bear  doesn't  have  to  worn 
about  liquidity.  The  credit  default  swap  market  itself  is  humon 
gous;  global  credit  derivatives  have  a  notional  value  of  $1 
trillion,  a  good  chunk  from  swaps,  according  to  the  Interna 
tional  Swaps  and  Derivatives  Association. 

Access  Flex  Bear  buys  these  CDS  instruments  for  a  baskfl 
of  100  junk  bonds.  If  defaults  rise,  high-yield  prices  will  erodJ 
spreads  will  widen  between  junk  and  Treasurys,  and  the  valu 
of  the  Access  Flex  Bear  fund  will  climb.  Since  junk  is  still  doini 
well,  the  fund  is  down  4%  from  its  late- April  launch. 

While  the  ProFund  famiU 
has  $7  billion  in  assets,  thi 
fledgling  Access  Flex  Bea 
fund  is  a  peanut,  with  $31 
million.  Still,  it  is  growing  fasl 
with  $1  million  per  day  in  nei 
money.  The  long-needed  abil 
ity  to  short  high-yield  is  ceil 
tain  to  catch  on  quickly. 

Up  to  now  the  closest  yoj 
could  come  to  a  junk-shortim 
portfolio  has  been  a  handful  c 
funds  that  bet  on  a  decline  i: 
Treasury  prices,  which  have 
loose  relationship  with  jun 
since  overall  rates  affect  then 
both.  Rising  Rates  Opportu) 
nity  ProFund  uses  derivatives  to  track  the  inverse  of  Treasur 
prices.  Begun  in  mid-2002,  Rising  Rates  has  amassed 
respectable  (for  a  newbie)  $650  million  in  assets,  despite  a  na 
cheap  1.42%  in  expenses  and  an  uninspiring  7.26%  year-to 
date  loss  amid  continuing  low  yields. 

The  Access  Flex  Bear  High  Yield  Fund  enables  you  to  hedg| 
your  traditional  high-yield  fund  during  a  market  descent  o| 
just  outright  bet  on  a  decline  in  junk  bond  prices  and  a  rise  il 
their  default  rate.  While  buying  and  holding  is  usually  a  goo 
strategy,  don't  hang  on  to  this  fund;  use  it  only  when  yoi 
think  junk  is  overvalued  and  ready  for  a  correction. 

If  I  think  this  fund  is  such  a  hot  idea,  then  why  haven' 
the  leading  mutual  fund  companies  caught  on?  They're  tot 
large  and  too  enamored  of  their  own  bullish  funds,  I  suspect 
Short-selling  is  not  a  way  to  win  a  popularity  contest  ot\ 
Wall  Street. 

I  am  hoping  that  we  will  soon  see  exchange-traded  funds  thai 
take  short  positions  in  the  junk  market.  As  ETFs,  they  will  be  liq 
uid  and  likely  cheap) — well  below  1%. 


There's  a  new 
way  to  bet  on 
a  decline  in 
the  high-yield 
market.  And 
it's  a  good 
bet:  Junk 
is  way 
overpriced. 


Forbes 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angele: 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 


168     FORBES"  September  5,  2005 


"  If  you  see  money  in  your 
code,  you  want  to  protect  it. 
If  you  don't,  then  you  want 
it  liberated." 

—  Dana  Blankenhorn,  ZDNet  Open  Source  Blog 

at  ^Bfi^^^    


Business  professionals  in  charge  of  technology  rely  on  ZDNet. 
to  deliver  deep  insight  into  IT  planning,  vendor  consideration, 
and  product  selection.  ZDNet.com  offers  daily  news,  white 
papers,  Webcasts,  editorial  analysis,  peer  feedback,  and 
ongoing  research,  as  well  as  witty  quips  from  our  experts. 

ZDNet:  Always  Informative.  Always  Opinionated.  Often  Entertaining. 


OTIC  VACATIONS 


Where  the  Outbac 

Western  Australia's  coast  has  more  kangaroos  than  tourists.  But  the  continent's  best- 


Sights  for  Sandgropers:  termite  mounds;  turrent  coral 


porgies  and  sergeant  majors  at  I 


THE  68-SQUARE-MILE  PINNACLES 
Desert  is  desolate  but  for  its 
sentinels— thousands  of  lime- 
stone pillars,  most  the  height 
of  a  man,  others  20  feet  tall, 
all  the  progeny  of  erosion. 
Through  them  lopes  a  pair  of  emus.  My 
wife,  Jeanne,  and  I  are  tracking  these  6- 
foot  flightless  birds,  trying  to  recall  the  ad- 
vice given  us  by  an  Aboriginal,  guide:  Stay 
upwind  and  occasionally  emit  an  emu  call. 
The  noise  sounds  like  a  large  man  stifling 
a  hiccup. 

It  works.  The  birds  step  and  turn  their 
necks  our  way.  But  before  we  can  snap  a 
picture,  they're  off,  speeding  across  the 
dunes  at  close  to  30  miles  an  hour.  We  are 
1 50  miles' north  of  Perth,  at  the  southern 
end  of  Australia's  vast  and  thinly  popu- 


lated Outback  Coast.  Seldom  mentioned 
in  guidebooks  and  closer  to  Jakarta  than  to 
Sydney,  the  coast  stretches  750  miles  north 
to  the  tip  of  the  Ningaloo  Reef. 

Though  you  can  reach  parts  of  this 
coast  by  air,  on  regional  flights  out  of 
Perth,  the  best  way  to  get  there  is  by  load- 
ing up  a  four-wheel  drive  and  hauling 
north.  Knowing  we'd  be  turning  our 
backs  on  civilization,  we  first  visited  Cape 
Lodge  near  the  Margaret  River  (see  box, 
p.  172)  to  soak  up  as  much  five-star  nour- 
ishment as  we  could.  Yet  once  under  way 
we  we  were  happily  surprised  to  find 
good  eating  all  along  the  route. 

When  an  unseasonable  April  thun- 
derstorm brought  an  abrupt  end  to  emu- 
tracking,  we  took  refuge  in  the  fishing 
village  of  Cervantes  at  a  tough-looking 


pub  called  the  Ronsard  Bay  Taven 
whose  menu  offered,  in  addition  to  burj 
ers  and  meat  pies,  steamed  rock  lobsK 
and  rock  lobster  pie. 

At  hamlets  all  along  the  Outback  Coa: 
fishermen  harvest  $239  million  of  roc 
lobster  a  year,  packing  most  of  it  off  t 
Japan  and  Hong  Kong.  That  revenue  i 
divided  among  the  lucky  owners  of  596  li 
censed  lobster  boats — an  average  $401,00 
apiece.  Lobstermen  cast  a  big  shadow  ii 
their  little  towns — so  much  so  that  West 
ern  Australian  writer  Tim  Winton  basei 
his  prizewinning  2001  novel,  Dirt  Musk 
on  a  rich,  domineering  lobsterman. 

After  Kalbarri,  a  seaside  resort,  tb 
journey  north  changes  from  a  relaxin; 
jaunt  to  a  succession  of  unnervingly  Ion: 
hauls  between  gas  stations.  Right  before 
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ter  variety  of  lifi 


:  made  our  trip,  two  locals  driving  in 
e  interior  died.  Their  car  had  broken 
wn,  and  the  five  gallons  of  water  they'd 
ought  proved  insufficient  in  the  100- 
gree  heat  to  keep  them  alive.  Their 
-dies  were  found  a  week  later,  when  the 
xt  car  came  by. 

Coastal  roads  are  more  heavily  fre- 
lented.  Every  few  hours  we  saw  either 
other  car  or  a  "road  train" — a  truck 
uling  two  or  three  trailers.  Still,  you'd 

wise  to  bring  along  at  least  one  gallon 
water  per  person  per  day  (preferably  in 
parate  containers)  and  to  fill  up  your 
s  tank  every  chance  you  get,  even  at  $4 
gallon.  For  500  miles  lie  vast  tracts 
iere  no  one  lives  and  no  surface  water 
n  be  seen.  Roadsides  are  littered  with 
e  bleached-out  bones  of  unfortunate 


red  dirt  garnished  with  green  scrub, 
chocolate-brown  mountain  ranges  and  a 
sky  that  makes  Montana's  look  scrawny. 

A  rest  stop  north  of  Kalbarri  plants 
you  on  a  bluff  overlooking  a  pancake-flat 
plain  running  40  miles  to  the  Zuytdorp 
Cliffs,  named  for  a  Dutch  ship  wrecked 
there  in  1712.  Because  of  the  remoteness 
of  the  place,  no  search  for  survivors  was 
ever  undertaken.  Seeing  the  area,  you 
wonder  if  the  authorities  today  would 
behave  any  differendy. 

We  took  a  detour  to  Shark  Bay  World 
Heritage  Park,  on  a  massive  peninsula 
jutting  into  the  Indian  Ocean.  For  96 
miles  we  wended  our  way  through  rolling 
hills  covered  with  kelly-green  acacia, 
finally  arriving  at  Monkey  Mia,  a  strip  of 


white-sand  beach  where  bottle-nosed 
dolphins  come  every  morning  to  beg  for 
fish.  Get  there  early  enough  and  you  can 
stand  with  other  beachgoers  in  the  shal- 
lows as  a  dozen  of  the  friendly  creatures 
trawl  just  out  of  reach,  peeking  up  out  of 
the  water  at  you  with  one  eye. 

Another  200  miles  north  is  Carnar- 
von, where  we  lingered  only  long  enough 
to  hear  local  boosters  tout  the  thrill  of 
driving  the  Kingsford  Smith  Mail  Run,  a 
route  starting  at  the  town's  fully  auto- 
mated public  toilet  and  ending  inland 
some  500  miles  farther  on  at  Meekatharra. 
They  failed  to  mention  that  the  route  is  so 
rough  that  WWI  hero  Charles  Kingsford 
Smith  (for  whom  it's  named)  never  drove 
the  whole  thing,  just  part.  When  he  deliv- 
ered mail  to  Meekatharra  in  the  1920s,  he 
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wisely  used  an  airplane.  We  pressed  on, 
our  next  stop  the  Ningaloo  Reef. 

The  Great  Barrier  Reef,  1,400  miles 
of  coral  off  the  coast  of  Queensland,  is 
far  better  known,  but  the  Ningaloo  in 
many  ways  trumps  it.  While  the  Great 
Barrier  lies  far  offshore,  accessible  only 
by  boat,  the  Ningaloo  is  yards  away.  You 
can  wade  to  it.  From  what  I've  seen  of 
both  reefs,  I  would  guess  that  the  150- 
mile-long  Ningaloo  has  a  greater  vari- 
ety of  sea  life.  It  is  believed  to  harbor 
250  species  of  coral,  500  of 
fish  and  600  of  mollusks, 
many  of  them  unique  in 
the  world. 

During  20  minutes  of 
snorkeling  off  the  beach  at  Coral  Bay 
(pop.  120),  we  saw  blue-spotted  stingrays, 
moray  eels,  manta  rays  and  dozens  of  fish 
species.  A  few  hundred  yards  farther  out 
to  sea  you  find  bright  purple  staghorn 
coral  and  complex  coral  structures  rarely 
seen  elsewhere.  Still  farther  out,  suppos- 
edly, are  whale  sharks — at  40  feet  long, 


the  largest  fish  on  earth. 
Local  boats  charge 
$250-plus  per  person  to 
take  tourists  out  to  see 
them.  But  since  finding 
whale  sharks  is  more 
luck  than  science,  these 
excursions  have  the 
look  of  an  expensive 
snipe  hunt. 

Apart  from  these 
trips,  Coral  Bay  is  free 


#Exmoufh 
'Coral  Bay 


Carnarvon 


,  Perth 


was  stopped  cold,  aftei 
provoking  statewidi 
anger.  Yet  despite  the  hos 
tility  to  development,  the 
Outback  Coast  is  chang 
ing.  The  number  of  inter 
national  visitors  ha: 
increased  40%  sinci 
1995,  and  the  number  o: 
visitors  to  Ningaloo  hai 
increased  tenfold  to  ar 
estimated  104,000  a  year. 


The  Great  Barrier  Reef  is  FAR  BETTER 

KNOWN,  hilt  dip  Ninpalno  trump;  ft 


of  commercialism,  which  is  just  how 
most  Western  Australians,  affectionately 
called  Sandgropers,  want  to  keep  it.  The 
place  is  less  a  town  than  a  gathering  spot, 
consisting  of  a  general  store,  two  motels 
(optimistically  called  "resorts")  and  RV 
parks  adjacent  to  them.  In  2003  a  plan  by 
developers  to  build  a  luxury  hotel  here 


Some  of  the  finest  wine,  food  and  lodging  that 
Australia  has  to  offer  can  be  found  three  hours 
south  of  Perth,  along  the  banks  of  the  Margaret 
River  amid  rolling  vineyards  and  stands  of  ancient 
karri  forest.  Premier  wineries  here  include  Vasse 
Felix,  Cape  Mentelle  and  Voyager  Estate.  Here,  too, 
is  Cape  Lodge,  an  impeccably  appointed  collection 
of  22  suites  favored  by  such  celebrities  as  Sting 
and  peddled  as  a  perk  to  Centurion  cardholders  by 
American  Express.  Lodge  amenities  include  a 
14,000-bottle  cellar  stocked  with  vintage  wines 
from  the  region.  —B.C. 


Dirt  Music.  The  protagonists  of  writer  Tim  Winton's  2001  novel  are  a  wealthy  lobsterman,  his  wife  and  a 
lobster  poacher  with  whom  she  has  an  affair.  Fine  depictions  of  Outback  Coast  characters  and  scenery. 

One  for  the  Road.  U.S.  journalist  and  hitchhiker  Tony  Horwitz's  account  of  thumbing  his  way  around 
Western  Australia  and  the  rest  of  the  sunburned  continent.  Good  descriptions  of  the  Nullarbor  (which 
means  "treeless")  Plain  and  of  the  fabulously  awful  industrial  city  of  Port  Hedland,  north  of  the  Outback 
Coast.  Recounts  Australian  drivers'  unnerving  habit  of  measuring  distances  by  how  many  beers  they  can 
drink  while  getting  there. 

Tracks.  Robyn  Davidson's  story  of  a  trip  she  made  on  foot  with  four  camels  and  a  dog  from  Alice  Springs 
1,700  miles  west  to  Shark  Bay  on  the  coast. 

Rabbit-Proof  Fence.  Doris  Pilkington's  heart-wrenching  true  story  of  three  mixed-blood  Aboriginal  girls 
raised  in  a  Western  Australia  orphanage  who  travel  1,500  miles  along  a  desert  fence,  trying  to  reunite 
with  their  tribe.  Made  into  a  2002  movie  starring  Kenneth  Branagh.  —B.C. 
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In  Exmouth,  north  of  Coral  Bay,  < 
luxury  marina  is  under  construction.  Tc 
the  south,  companies  such  as  Accor  and 
Hilton  are  developing  other  luxury  prop 
erties.  In  between,  planned  communities 
with  names  like  "Princeton  Estate"  an 
springing  up — transplantations  of  Perth 
suburbs. 

On  our  last  day  of  driving  we  were 
given  a  reminder  of  just  how  wild  the 
Outback  Coast  still  is.  Our  plan  had 
been  to  round  the  end  of  the  Ningaloo 
peninsula  (Cape  Range  National  Park)^ 
do  a  little  snorkeling  at  such  stunning 
beaches  as  Oyster  Stacks,  then  double 
back  to  Coral  Bay.  Local  wildlife,  how- 
ever, decided  otherwise.  First,  emus  on 
the  road  in  Exmouth  blocked  our  wayj 
Then  feral  goats.  Then  wild  horses. 
Finally  4-foot-tall  kangaroos,  known  as 
wallaroos. 

It  was  humankind  that  posed  the  final 
obstacle:  Halfway  through  the  park  we 
encountered  a  vanload  of  tourists  block- 
ing the  one-lane  dirt  road.  The  vehicle 
had  become  bogged  down,  and  a  battle- 
tested  Land  Cruiser  was  attempting  to 
pull  it  free.  With  the  day  waning,  Jeanne 
and  I  parked  our  Mitsubishi  Outlander, 
grabbed  a  blanket  and  a  bottle  of  Mar- 
garet River  wine  and  walked  to  the  beach. 
The  red  dirt  gave  way  to  smooth,  egg- 
shell-white sand.  Like  so  many  other 
spots  on  the  Outback  Coast,  this  one 
seemed  as  if  no  one  before  us  had  ever 
visited.  We  sat  and  watched  the  sun  go 
down  over  the  Indian  Ocean,  feeling  like 
real  Sandgropers. 
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for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Enjoy  Traveling 


ENJOY  THE  WORLD. 

BECOME  A  TRAVEL  AGENT. 

EARN  100%  COMMISSION. 
ENJOY  BENEFITS  AND 
TRAVEL  DISCOUNTS. 

WWW.TRAVELAGEN1W0RLD.COM 


Legal  Services 


Award 
Winning! 
Book 

Order  Now\ 


Steven  Sears,  CPA  •  Attorney  at  L 
949-262-1100  •  www.searsatty.com 


Office  Furniture 


Premium  Ergonomj 
Task  Seating 

Full  features,  mesh  ba 

Internet  special  -s399 
plus  ^iO."-  shippii 

i  www.e-chairusa.cQ 


nit;  vyCnuii  uorv  ouu-*»/«-u< 


6  32SBi 


NATIONAL  WATCH  &  DIAMO> 
•  BUY  •  SELL  •  TRAD 


OVER  300  PRE-OWNE1 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  ft 

Largest  Selection  oi 
Certified  Dia  mondS 

1-800-8-WATCHES 

Visit  Our  Web  Site:  narionalwotch.ee 

8th  1  Ch.jinul  Slietti,  PUa  .PA  l»«  ■ ,  r* 


Timeshare 


TIMESHARES 


save  up  to 

70 

off  ratal  I! 


,  BEST  RESORTS, 
PRICES  &  WEEK! 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-76 
HOLIDAYGROUP.com  f 


Capital  Available 


Working  Capita 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax 


Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collection 

Peter  Max.  Warhol,  Neiman,  Erie  .  Agal 
Dali.  Haring.  Lichtenstein.  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More- 
over 20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fl 
(888)932-6166  www.Gallart.com 


For  information  and  rates  on 
advertising  in  the  next  Forbes 
*^S^9tsplay  Classified  Section 
Call:  Media  Options  1-800-442-6441 
mediopt@aol.com 


Forbe 


Service.. .to  pian  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at... www.forbes.com/customerservice  or  call. ..800-888-9 


Advertisement 


Life  insurance  rates 
drop  to  all-time  lows 

Call  today  for  free  quotes.  Our  new  computer  system  will  compare 
the  rates  of  over  60  leading  companies,  reveal  best  buys  to  you. 
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40 
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45 

$46 
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50 
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55 
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$513 

60 

$157 

$385 

$760 

65 
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70 

$395 

$979 

$1,952 

Best  Rates  for  Males 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$30 

$66 
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45 

$46 

$107 

$210 

50 
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55 
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65 
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70 
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0  Or  visit  www.insure.com  for  instant  quotes 
0  NEW!  Also  quoting  auto,  health,  home  and  more. . . 
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The  Dallas  Morning  News 

"This  solution  has  value  for  those 
who  value  immediacy  and  privacy." 
U.S.  News  &  World  Report 


"...this  site  is  flush  with  useful 

features." 

Forbes.com 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use. . ." 
Yahoo!  FINANCE 

"  You've  cut  my  insurance 
premium  in  half!" 
Katherine  Havener 
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insurance  policy  much  easier." 
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"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 
Kiplinger's  Personal  Finance 


View  instant  quotes  at  lnsute.com 

*R  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 
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THOUGHTS 

On  the  Business  of  Life 


^1    arl  (Red)  Blaik  had  a  long  (1941-58)  and  very  successful  career  as  West  Point's  football  coach  and 
athletic  director.  He  molded  some  great  material,  and  inspired  innumerable  lesser  men  to  play 
JLm4  better  than  they  thought  they  could.  Last  fall,  during  a  home  game  at  halftime,  the  academy  paid 
him  a  moving  tribute.  In  acknowledging  it,  the  great  Red  concluded:  "I  haven't  mellowed  to  the  point  where  I'm 
willing  to  say,  'May  the  best  team  win.' "  —MALCOLM  S.  FORBES  (1979) 


I  love  the  male  body,  it's  better  designed 
than  the  male  mind. 

—ANDREA  NEWMAN 


Show  me  a  man  who  lives  alone  and  has 
a  perpetually  clean  kitchen,  and  eight 
times  out  of  nine  I'll  show  you  a  man 
with  detestable  spiritual  qualities. 

—CHARLES  BUKOWSKI 


Don't  accept  rides  from  strange  men, 
and  remember  that  all  men  are  strange. 

—ROBIN  MORGAN 


James  Bond  in  his  Sean  Connery  days 
was  the  first  well-known  bachelor  on  the 
American  scene  who  was  not  a  drifter  or 
a  degenerate  and  did  not  eat  out  of  cans. 

—BARBARA  EHRENREICH 


Men  are  creatures  with  two  legs 
and  eight  hands. 

— JAYNE  MANSFIELD 


There  is  nothing  about  which  men  lie 
so  much  as  their  sexual  powers.  In  this 
at  least  every  man  is,  what  in  his  heart 
he  would  like  to  be,  a  Casanova. 

—SOMERSET  MAUGHAM 


Masculinity  is  not  something  given  to  you, 
but  something  you  gain.  And  you  gain  it 
by  winning  small  battles  with  honor. 

—NORMAN  MAILER 


There  is  one  thing  women  can  never  take 
away  from  men.  We  die  sooner. 

—P.J.  O'ROURKE 


Let  us  take  men  as  they  are,  not  as  they 
ought  to  be. 

—FRANZ  SCHUBERT 


A  man  is  what  he  is,  not  what  he  was. 

—YIDDISH  PROVERB 


Men,  as  they  grow  older,  rely  more 
and  more  on  a  sense  of  humor. 

—GEORGE  JEAN  NATH 


As  long  as  you  know  that  most  men  are 
like  children,  you  know  everything. 

—COCO  CHAN 


//  there  is  anything  disagreeable  going  or 
men  are  sure  to  get  out  of  it. 

—JANE  AUST! 


Every  man  has  a  wild  animal  in  him. 

—FREDERICK  THE  GRE; 


Balding  African-American  men  look  coo\ 
when  they  shave  their  heads,  whereas 
balding  white  men  look  like  giant  thumb 
—DAVE  BAR] 


A  Text... 

Pride  goeth  before  destruction, 
and  an  haughty  spirit  before 
afall. 

—PROVERBS  16:181 

Sent  in  by  Alice  Humphreys,  Great: 
Bend,  Kans. 
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THE  BENEFITS  of 


SELLING  TO 

SHEEP 


Sheep  aren't 
demanding 


Sheep  don't  mind  being 
treated  like  sheep 


Sheep  want  / 
simple  things  .'.•■'  / 


"  -  -  Sheep  are 
predictable 


Your  customers  aren't  sheep. 
They're  your  biggest  opportunity,  and  now  you  can  treat  them  accordingly. 

In  a  perfect  world,  all  your  customers  would  be  the  you  give  every  major  asset.  At  Siebel,  we  provide 

same.  They'd  have  similar  problems  requiring  similar  software  solutions  that  help  companies  create 

solutions.  Unfortunately,  each  of  your  customers  richer,  deeper,  more  responsive  relationships  that 

has  needs  that  are  as  unique  as  they  are.  They  yield  tangible  results.  When  you're  ready  to  get 

are  also  your  biggest  opportunity  to  increase  serious  about  customers,  call  the  people  more 

revenue.  As  such,  they  need  the  individual 'care  businesses  of  every  size  rely  on  at  1-800-366-5818. 


IT'S  ALL  ABOUT  THE  CUSTOMER* 


For  real  world  results  featuring  world-class  customer-driven  companies,  go  to  www.siebel.com/thecustomer 
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An  expense  ratio  represents  the  annua!  percentage  of  a  fund's  assets  paid  out  in  expenses.  The  comparison  is] 
on  the  following  funds:  Fidelity  Spartan  500  Index  Fund  versus  Vanguard  500  Index  Fund  (both  of  which  tra 
S&P  500);  Fidelity  Spartan  Total  Market  Index  Fund  (which  tracks  the  DJ  Wilshire  5000  Index)  versus  Vanguarfl 
Stock  Market  Index  Fund  (which  tracks  the  MSCI  US  Broad  Market  Index);  Fidelity  Spartan  Extended  Markel| 
Fund  versus  Vanguard  Extended  Market  Index  Fund  (both  of  which  track  the  DJ  Wilshire  4500  Index).  The  R 
and  Vanguard  funds  have  substantially  the  same  investment  objectives.  The  Fidelity  funds  use  the  float-adj 
market  capitalization  version  of  the  DJ  Wilshire  4500  and  5000  Indexes  and  Vanguard  uses  the  full 
capitalization  version,  and  their  performance  may  vary.  The  funds  may  have  different  minimum  investment 
other  fees  and  features  that  you  should  consider  before  investing.  For  example,  the  Fidelity  funds  listed  abov«| 
redemption  fees  of  .50%-.75%  for  shares  held  less  than  90  days;  the  Vanguard  funds  do  not  carry  redemption 
You  can  view  the  prospectuses  for  all  these  funds  on  Fidelity.com.  Vanguard  funds  are  represented  by  their  Inn 
Shares,  which  Fidelity  considers  more  comparable  to  the  Fidelity  funds  than  Vanguard's  Admiral  Shares. 
1  The  Industry  Average  Expense  Ratio,  calculated  by  Fidelity,  represents  the  median  total  expense  ratio  of  no-load  or  front-el 
index  funds  that  are  in  the  same  Mornincjstar*  fund  categories  as  each  of  the  Fidelity  Spartan  Index  Funds  listed.  We  excluded! 


DEX  FUNDS  NOW  FIXED  AT  10  BASIS  POINTS . . . 

Fidelity,  we  believe  in  adding  value^to  everything  we  do.  So  how  do  we  add  value  to 
iexing?  First,  by  offering  these  index  funds  with  incredibly  low  expenses.  10  basis  points. 
>ry  day.  We  like  the  sound  of  10  basis  points  so  much  that  now  we've  made  it  fixed. 

investors  in  these  funds  can  rest  assured  that  the  only  way  their  10-basis-point  expenses 
I  increase  is  if  they  vote  to  raise  them.  Now  you  can  feel  confident  you're  getting 
?  best  value  out  there.  At  Fidelity,  if  something's  worth  doing,  it's  worth  doing  better. 


addition,  oui 
ed  at  20  bas 


m  this  calculation  if  they  had  a  back-end  sales  load,  expenses  exceeding  1.50%,  and/or  initial  minimum  investments  of  $250,000 
Although  Fidelity  has  reviewed  this  data  for  accuracy,  it  does  not  guarantee  that  the  information  is  accurate  or  complete. 
;tar  data  is  as  of  6/13/05. 


cP  500  is  a  registered  trademark  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  Fidelity  Distributors  Corporation, 
nmanaged  market  capitalization-weighted  index  of  common  stocks. 

jst  also  consider  that  the  Fidelity  Spartan  International  Index  Fund  currently  has  an  expense  ratio  of  10  bps  because  the 
/estment  advisor  has  agreed,  voluntarily  and  indefinetly,  to  reimburse  the  fund  to  the  extent  that  annual  operating  expenses 
10  bps.  This  arrangement  may  be  discontinued  at  any  time.  Absent  such  reimbursement,  fund  expenses  are  contractually 
o  20  bps.  All  things  being  equal,  a  fund  with  lower  expenses  may  offer  higher  returns  than  a  fund  with  higher  expenses. 

carefully  consider  the  funds'  investment  objectives,  risks,  charges  and  expenses  before  investing.  For  this 
)er  information,  call  or  write  to  Fidelity  or  visit  Fidelity.com  for  a  free  prospectus.  Read  it  carefully  before 
ig  or  sending  money. 


distributors  Corporation. 
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Beyond  sticker  price,  there's  value.  Thanks  to  new  powerful  and  efficient  in-lim 
six  cylinder  engines,  BMW  delivers  enhanced  performance  on  the  road.  And  nov 
Kelley  Blue  Book's*  kbb.com  adds  another  venue.  It  seems  the  2005  5  Series  is  sc 

^^S^&^*^*T^ffi^£i^J^  B00K  C°  ■  'nC  KeV6>  Biue  Book  's  ar  company  and  no,  aff-MteO  wtn  BMW.  ' 


With  Sybase*  software,  Nielsen  Media  Research  enables 
customers  to  get  real-time  access  to  audience  viewing 
habits  through: 

800%  faster  data  loads  for  increased  productivity 
during  maintenance  windows 

a  secure,  Web-based  interface  that's  accessible 
24  hours  a  day  from  any  location 

Q/  70%  data  compression  ratio  for  significant 
hard-cost  storage  savings 


When  viewing  trends  change  in  the  ultra-competitive  broadcast  industry,  Nielsen  Media  Research  and  their  customers  know  it  instantly. 
Because  they  have  an  information  edge  that  comes  from  using  Sybase  10-  a  powerful  data  analytics  engine  that  enables  their  clients 
to  analyze  more  data  in  more  ways.  Up  to  lOOx  faster.  And  Sybase  10  helps  Nielsen  provide  better  service  at  a  lower  cost.  It's  an  edge 
that  only  we  can  deliver.  And  it's  why  more  global  companies  are  tuning-in  to  Sybase  every  day  www.sybase.com/infoedgel 


Copyright  ©2005  Sybase.  Inc.  All  rights  reserved.  Sybase  and  the  Sybase  logo  are  trademarks  of  Sybase.  Inc.  •  indicates  registration  in  the  United  States  of  America.  All  product  and 
company  names  are  trademarks  of  their  respective  owners. 


Sybase 


Supermarkets  know  that  shoppers  will  judge  the  quality 
of  an  entire  store  by  what  they  see  in  the  fresh  meat 
department.  So  savvy  grocery  chains  have  turned  to  Cargill's 
branded  beef  programs  to  provide  their  fresh  meat 
departments  with  products  that  bring  customers  back. 
By  focusing  on  the  entire  ranch  to  retail  process,  Cargill 
delivers  quality  beef  that  is  consistently  tender.  Stores 
see  an  increase  in  meat  sales  while  also  improving  their 
overall  image.  This  is  how  Cargill  works  with  customers. 
collaborate     >     create     >  succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


INSURANCE    •  INVESTMENTS 


RETIREMENT 


I  want  proven  ^ 

success. 


What  do  you  want?  The  Power  of  the  Pyramid5"  can  help  get  you  there. 

Your  future's  too  important  to  leave  to  chance.  For  a  solid  track  record,  look  to  Transamerica.  For  investments, 
insurance,  or  retirement  solutions  for  individuals  and  businesses,  Transamerica  companies  have  been  delivering 
the  kind  of  results  that  people  want  for  nearly  a  century. 

Get  what  you  want  with  The  Power  of  the  Pyramid5™. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

The  Power  of  the  Pyramid 


In  New  York,  insurance  products  underwritten  by  Transamerica  Financial  Life  Insurance  Company,  Purchase,  NY.  Insurance  products  underwritten  by  Transamerica 
Occidental  Life  Insurance  Company  and  its  affiliates  outside  New  York.  Not  available  in  all  states.  Transamerica  companies  are  members  of  the  AEGON  Group: 
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Mutual  Fund  Survey  (com.) 

208  The  Honor  Roll  Our  storied  ten 
best.  Reigning  champ  Calamos 
Growth's  stock-picking  prowess 
makes  it  the  number  one  fund 
for  the  third  year  in  a  row. 
By  William  Heuslein  with 
Megan  Johnston 

2I0  How  We  Find  the  Very  Best  The  test 
is  stringent:  A  fund  needs 
consistenq'  and  great  long-term 
returns  to  make  the  grade. 
By  William  Heuslein 

2I2  Best  Buys  Low  overhead,  prudent 
investing.  By  Fei  Mei  Chan 

2I6  The  Good,  the  Bad  and  the  Downright 
Curious  Out  of  6,000  choices,  the 
funds  at  the  ends  of  the  normal 
curve.  By  John  Chamberlain 

22I  U.S.,  Global  and  Foreign  Stock  Tables 

16  Index 

22   Side  Lines 

24   Readers  Say 

31    Fact  and  Comment 

Steve  Forbes  on  desperately 
needed  telecom  deregulation. 

36   Other  Comments 

41    Current  Events 

Ernesto  Zedillo  discusses  the  Doha 
Round  of  trade  negotiations. 

43  Digital  Rules 

Rich  Karlgaard  says  the  economy  is 
not  as  bad  as  most  people  think. 

44  Informer  |  Shredder  bosses 
accused  of  shredding  taxes; 
fat  workers  earn  less. 

46   On  My  Mind  |  The  Power  of  Apology 

By  Richard  Connijf 
50   Follow-Through  |  Flashbacks 
256  Thoughts 


OutFront 

53   Muzzling  the  Pit  Bulls  Stopping 
state  attorneys  general  who  hire 
plaintiff  lawyers  to  prosecute 
their  highest-profile  cases. 
By  Nathan  Vardi 
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54   Mutiny  on  the  FedEx  Truck  Is  a 

package  deliverer  an  independent 
contractor  or  an  employee? 

By  Elizabeth  MacDonald 

58   VoIP  and  Vanish  Internet  phone 
service  is  gaining  fast.  So  are  the 
scams.  By  David  Armstrong 

60   That's  Hot  Michael  Gordon  has 
figured  out  how  to  make  a  mint 
saving  electricity.  By  Stephane  Fitch 

62  Who  Needs  Hybrids?  How  Detroit 
will  save  fuel.  By  Joann  Muller 

Plus: Mineral  acreage  ...  Swan  bites 
man  . . .  China's  best  business 
cities  . . .  Smell  like  an  executive. 

Technology 

66  The  Taming  of  the  Screw  An 

Illinois  Tool  Works  engineer 
came  up  with  a  new  twist  on 
the  2,000-year-old  screw. 
By  Jonathan  Fahey 

72    Cool  Runnings  Soitec's  silicon 
technology  takes  some  vicious 
heat  off  the  chip  business. 

By  David  Whelan 

74    Digital  Tools  |  Your  New  PC:  Be 

Very  Afraid  By  Stephen  Manes 

Marketing 

77  Matchmakers  Old-school  admen 
Martin  Puris  and  John  Bernbach 
dive  into  newfangled  marketing. 

ByMelanie  Wells 


Mavericks 

83   Underwater  Lumberjack  When  a| 
tree  falls  in  Christopher 
Godsall's  forest,  it  makes  a 
splash.  By  Tomas  Kellner 


Entrepreneurs 

88   Fiesta  Central  Mexican  restau 
rant  chain  Senor  Frog's  thrives  q 
party-loving  tourists.  Can  it 
work  up  north?  By  Kerry  A.  Dola 

90  A  Living  Legend  Stephen  Wynne 
can  build  you  a  DeLorean,  betta 
than  new.  By  Christopher  Helmaw 


Health 

107  Molecular  Medicine  New  tiny 
sensors  spot  disease  before  it 
occurs.  By  Robert  Langreth 


Company,  People,  Ideas 

137  International  |  Home,  Sweet  Homei 

After  outfoxing  Barry  Diller, 
China's  Ctrip  sets  its  sights  on 
hotel  chains.  By  Russell  Flannery 

151  Backseat  Driver  |  Killing  the  Dreair 

By  Jerry  Flint 

171   The  Avengers  Angry  victims  of 
a  $100  million  investment  scam 
became  gumshoe  vigilantes. 
By  Dirk  Smillie 

176  Very  Sweaty  Equity  A  former 

vintner  has  made  Geox  one  of  the 
world's  most  profitable  fashion 
brands.  By  Richard  C.  Morals 


Money  &  Investing 

238  Makers  &  Breakers  L-3  Commu- 
nications Holdings;  Eli  Lilly. 

240  Portfolio  Strategy  |  You  Bought  A 
What?!  By  Kenneth  L.  Fisher 

242  Point  of  View  I  Beijing's  Tactical 

Retreat  By  Steve  H.  Hanke 

246  The  Patient  Investor  |  Halo  Effect 

By  John  W.  Rogers  Jr. 

Forbes  Life 

248  Windy  City  Sailing  Tacking  your 
way  from  Chicago  to  Mackinac 
Island.  By  Emily  Lambert 
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Forbes.com  Attache.  Your  choice  of 
weather,  sports  scores,  stock  prices, 
news  or  articles  from  your  favorite 
FORBES  writers  and  more,  always 
on  your  desktop — and  for  free. 

E-Mail  Newsletters.  Daily  or  weekly 
collections  of  our  articles  sent  by 
e-mail.  Choose  from  28  categories. 

E-Mail  Alerts.  Sign  up  from  any 
article  on  Forbes.com  to  get 
immediate  e-mail  notification  of 
new  stories  of  interest;  select  by 
company,  industry  or  author. 

Business  News  Alerts.  A  desktop 
application  that  alerts  you  when 
big  business  news  breaks  or  when 
we  publish  new  investment, 
lifestyle  or  video  features. 

Latest  News  &  Analysis 

Get  the  latest  business  news — and 
a  FORBES  perspective  on  it — 
throughout  each  business  day. 

Quotes  &  Research 

Quotes,  charts,  news  and  financial 
data  for  funds,  U.S.  equities  and 
non-U.S.  Forbes  2000  companies. 

More  for  investors 

Picks  and  pans  from  Streetwalker, 
Guru  Picks,  Stock  of  the  Week  and 
Stock  Focus.  Plus  commentary 
from  35  premium  investment 
newsletters  and  4  free  ones. 


Lists 


Home  Page  for  the  World's  Business  Leadi 

WORK        LISTS        PERSONAL  FINANCE  LIFESTYLE 

Forbes  Magazine 


The  I00  Best  Midcaps 

Edited  by  Scott  DeCarlo 
For  several  years  FORBES  has  ranked  the  best  big 
American  companies.  We've  done  the  same  for  up-and- 
comers  since  the  1970s  with  our  list  of  the  200  Best 
Small  Companies.  Here,  we  take  a  stab  at  sizing  up  the 
middle  group,  midcaps — companies  with  a  market 
capitalization  of  between  $1  billion  and  $4  billion. 

To  find  those  that  qualified,  we  looked  for  midsize 
companies  (more  than  $500  million  in  sales  and  $15 
million  in  net  income)  with  positive  growth  in  return  on 
equity,  sales  and  earnings.  We  then  looked  at  consensus 
analysts'  estimates  and  culled  companies  with  wimpy 
prospects.  Go  to  www.forbes.com/midcaps  to  see  the 
elite  among  America's  welterweight  companies. 

Forbes.com  Video  Network 

A  Winning  Way 

By  Albert  Bozzo 

Self-made  billionaire  Jon  M.  Huntsman  talks  about 
making  a  fortune  and  giving  it  away,  as  well  as  his  new 
book  on  ethics  and  business,  Winners  Never  Cheat. 

Lifestyle 

The  World's  Fastest  Cars 

By  Dan  Lienert 

Never  heard  of  Koenigsegg?  Spyker?  Saleen?  Maybe 
that's  because  cars  from  these  boutique  automakers  are 
whizzing  by  too  fast  to  read  the  nameplates.  With  top 
speeds  of  215  miles  per  hour  or  more,  these  supercars 
can  outpace  anything  from  Lamborghini,  Ferrari  or 
Aston  Martin. 
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THE 

BEST 

TEAM 

IN  SPORTS 

HOW  ROBERT  KRAFT 
BUILT  THE  PATRIOTS  INTO 
A  FOOTBALL  DYNASTY 
THE  NFt'S  RICHEST 
FRANCHISES 


JAPAN  Rf  ARMS 
MU  HEALTH 
CAR!  GAMBIT 


NFL  Team  Valuations 

Visit  Forbes.com  for  additiona 
commentary  and  data  on  ead 
team,  including  historical  valu 
tions.  Also  online:  our  updated 
sports  team  valuation  index. 

Mutual  Fund  Survey 

Online:  new  FORBES  ratings  of 
2,500  funds,  composite  scores 
the  25  largest  distributors,  moi 
analysis  and  free  downloads. 

Search  Our  Archive 

Find  stories  from  past  issues. 

Forbes  on  Fox 

Go  to  Forbes.com  to  see  clips 
from  our  weekly  TV  show. 

Forbes  Podcast 

Highlights  of  our  three-hour 
weekend  radio  show  are 
available  at  Forbes.com,  with 
details  of  how  to  add  them  to 
your  podcasts  as  an  RSS  feed. 


Forbes 


Saleen  S7:  0  to  60mph  in  less  than  three  seconds. 


For  links  to  items  mentioned  on 
this  page:  www.forbes.com/extra. 

For  complete  contents 
of  this  issue: 
www.forbes.com/ forbes 

By  mail:  Forbes  magazine 
60  Fifth  Avenue 
New  York.  NYI00II 
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NEW  JEEP  COMMANDER 

the  latest  news  on  the  first  7-passenger  Trail  Rated  'Jeep  4x4,  register  at  jeep.com/commander 


Jeep 
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HUGO  BOSS 


SPECIAL  ADVERTISING  SECTION 


LEADING  FIRMS  BRING  MEETING  EXPENSE! 
IN  LINE  WITH  BUSINESS  OBJECTIVES 


'BY  MICHAEL  RONEY 


E  ONC 


BEST  PRACTICES  HOLD  THE  KEY  TO  SUCCESS 


WHILETHE  ONGOING  ECONOMIC  RECOVERY  ENABLES  INCREASED  SPENDING  FOR  BUSINESS  EVEN 
MEETING  PLANNERS  AND  SUPPLIERS  NONETHELESS  ARE  FACING  UNPRECEDENTED  PRESSUREsf 
MAXIMIZE  ROI  AS  THEY  GRAPPLE  WITH  COST  FRAGMENTATION,  DECENTRALIZATION  AND  LACK 
TRANSPARENCY  IN  BOOKING,  BILLING  AND  CASH  FLOWS. 


"Business  is  picking  up  and  budgets  are  expanding,  but  the 
meetings  industry  will  not  return  to  business  as  usual,"  says 
Colin  Rorrie  Jr.,  Ph.D.,  CAE,  president  and  chief  executive 
officer  of  the  19,000-member  Meeting  Professionals 
International  (MPI).  "The  'do  more  with  less'  mantra  and 
shortened  lead  times  adopted  during  a  tight  economic 
market  are  now  standard  operating  procedure.  Planners  feel 
pressure  to  justify  the  value  of  their  jobs,  while  suppliers 
must  justify  the  value  of  products  and  services  in  an 
increasingly  competitive  environment." 

Competitive  indeed.  FutureWatch  2005,  the  latest  in  a 
series  of  annual  reports  produced  by  American  Express® 
and  MPI,  states  that  meeting  planners  forecast  a  5% 
budget  increase  versus  3%  in  2004.  Yet  despite  standardized 
meetings  management  practices 
and  the  use  of  technology,  most 
planners  still  are  not  effectively 
measuring  meetings  against 
strategic  corporate  business 
objectives.  Meanwhile,  suppliers 
project  revenues  to  increase  by 
13%  compared  with  10%  last 
year  —  an  8%  disparity  versus 
planners'  projections,  indicating  a 
continued  buyer's  market  with 
cost  savings  opportunities  —  if 
such  opportunities  can  be  identified  and  tapped. 

Fortunately,  a  clear  savings  strategy  exists.  Leading 
companies  can  potentially  save  10%  to  15%  on  meeting 
and  event  expenses  through  a  set  of  best  practices 
identified  in  the  2005  American  Express  Meetings  & 
Events  Best  Practice  Study,  conducted  in  partnership  with 
A  T  Kearney,  which  examined  the  end-to-end  meetings 
management  processes  of  105  companies  in  the  U.S.  and 
Europe.  Among  the  study's  recommendations: 


•  Align  a  formal  meeting  policy  withT&E  policy,  inclucl 
terms  that  cover  80%  of  meetings  and  events  spend] 
with  compliance  tracking  and  enforcement. 

•  Create  a  rolled-up  central  meetings  budget  l| 

captures  allT&E  spending  along  with  a  centralized  calenl 
accessible  for  sourcing  purposes  and  for  manag| 
cancelled  space. 

•  Establish  and  consolidate  preferred  suppliel 

aggregating  with  existing  T&E  preferred  suppliers  in  ordei| 
negotiate  off  maximum  volume. 

•  Implement  Web-based  tools  for  registration  a| 
related  bookings. 

•  Implement  a  dedicated  payment  mechanism  for 
meeting  cost  categories  to  capture  and  track  spending. 

•  Integrate  paymel 
mechanisms  with  financl 
systems  to  minimize  manj 
processing,  tagging  all  inva| 
es  with  event  identifiers 
facilitate  reconciliation  ai 
proper  expense  allocation. 

As  a  leader  in  meetini 
management  intelligence  ai 
service,  American  Express 
providing  businesses  with  tr 
intelligence  and  tools  require 
to  conquer  this  "last  frontier"  of  expense  management, 
fact,  putting  meeting  expenses  on  a  card  directly  addresse 
best  practices  such  as  consolidating  expense  tracking 
establishing  preferred  suppliers,  and  automating  reconcili. 
tion  and  allocation.  You  can  learn  more  about  efficient 
managing  meeting  and  event  expenses,  and  access  bot 
the  FutureWatch  2005  report  and  the  2005  America 
Express  Meetings  &  Events  Best  Practice  Study,  a 
www.americanexpress.com/meetingsolutions. 


:. 


10  am,  Wednesday 
Session  23: 


HOW  TO 
MAXIMIZE 
BUSINESS 
EFFICIENCY 


isson  1: 

se  the  American  Express®  Card  for  all  your  meeting  and  event  expenses. 


lien  you  pay  for  entire  meetings  and  events  with  the  Card,  everyone  can  benefit. 
Uir  planners  can  concentrate  on  planning,  and  you  can  get  a  clear  picture  of  spend 
fa  ROI.The  Card  integrates  easily  with  existing  financial  systems,  so  you  can  leverage 
it  practices  like  direct-to-supplier  payments  and  online  expense  management.  From 
'endee  registration  through  expense  reconciliation,  a  dedicated  payment  solution 
E  the  Card  can  help  improve  efficiency  at  practically  every  step. 

Ip  improve  efficiency  in  your  organization  — learn  more  about  managing 
reting  and  event  expenses  with  the  American  Express  Card  at 
iericanexpress.com/meetingsolutions 


!005  American  Express  Company. 
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Eureka  Our  coverage  of  science  and  invention  lea 
toward  topics  like  blue  LEDs,  bomb  sensors  and  UNA  screer 
This  issue's  technology  section,  however,  ennobles  the  screw.  Q 
page  66  Jonathan  Fahey  tells  you  about  Kenneth  LeVey,  tl 
clever  fellow  at  Illinois  Tool  Works  who  came  up  with  a  new  w 
to  screw  things  together.  As  an  obsessive  user  of  metal  fastena 
(the  collection  in  my  basement  includes  a  fair  number  of  ITV\ 
earlier-generation  concrete  screws),  I  was  in  awe  of  the  man  w\ 
could  fundamentally  rein- 
vent a  device  that  has  been 
around  for  2,400  years. 

Exotic  innovations,  to 
be  sure,  have  more  sex 
appeal,  but  the  truth  is  that 
wealth  creation  is  as  likely 
to  come  from  a  paper  clip 
or  a  new  way  to  sell  coffee 
as  from  a  laser.  Great 
American  fortunes  were 
amassed  by  the  inventors 
of  the  shopping  cart,  kitty 
litter  and  nondairy 
creamer.  The  man  who 
invented  the  Band-Aid  in  1920  didn't  get  particularly  rich,  bi 
his  employer  has  done  well,  having  sold  100  billion  to  date. 

I  suppose  that  my  life  will  be  made  more  comfortable  by  th 
development  of  a  new  video  compression  algorithm  or  galliur 
arsenide  chip.  But  my  personal  wish  list  for  things  that  neei 
inventing  doesn't  have  much  high  technology  on  it.  A  kingi 
ransom  should  go  to  whoever  invents  a  universal  cell  phon 
charger.  (Do  you  get  the  impression  that  wireless  companie 
make  all  their  profits  by  forcing  you  to  get  new  cables  when  yoi 
upgrade  a  phone?)  The  world  definitely  needs  a  foot-operate* 
screen  door  latch,  a  call-button  system  to  summon  restauran 
waiters,  a  garden  hose  that  doesn't  leak  and  an  access  code 
fend  off  unwanted  faxes. 

Do  you  have  a  pet  peeve  that  could  be  cured  by  an  inventiv* 
genius?  Send  it  to  readers@forbes.com  (put  "screw"  in  the  sub 
ject  field).  I'll  track  your  ideas  in  the  online  version  of  thi 
column. 

One  more  item  on  my  list:  the  perfect  deck  screw.  Anyom 
who  has  ever  tried  to  attach  floorboards  has  to  hope  that  metal 
lurgists  and  mechanical  engineers  are  hard  at  work  on  this  prob 
lem.  Every  kind  of  construction  screw  I've  tried  has  some  fata 
deficiency,  such  as  a  tendency  to  rust  or  to  snap  in  two.  Stainles 
steel  screws,  for  example,  stand  up  to  the  weather,  but  thei 
heads  turn  to  mush  when  you  put  a  power  screwdriver  on  them 
Kenneth  LeVey,  back  to  your  drawing  board. 
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MONEY    MANAGEMENT    IS    WHAT    WE  DO®. 


In  other  words,  we'll  take  care  of  you 
the  way  you  took  care  of  your  business. 

You  took  an  idea,  a  product,  a  service  and  turned  it  into  a  great  success.  And  now 
you're  thinking  of  selling  to  enjoy  the  fruits  of  your  labor.  That's  where  Neuberger 
Berman,  a  Lehman  Brothers  company,  steps  in.  For  over  60  years,  Neuberger  Berman 
has  focused  on  money  management,  uncovering  investment  opportunities  that  are 
right  for  you.  After  all,  you've  cared  about  your  money  long  enough.  Isn't  it  time 
your  money  returned  the  favor?  Whether  you  have  $1  million  or  $100  million  to 
invest  in  a  customized  portfolio,  call  us  at  877.232.4859,  or  visit  us  at  www.nb.com. 

MONEY    MANAGEMENT    IS    WHAT    WE  DO. 


NEUBERGER  BERMAN 


A  Lehman  Brothers  Company 

Neuberger  Berman,  LLC.  Member  NYSE/NASD/SIPC.  Over  $90  billion  in  assets  under  management  (5/31/05)  ©2005.  All  rights  reserved. 
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Readers  Say 


Diesel  Do  It 


In  "Ethanol,  Meet  Biodiesel"  (June  6, 
p.  58)  you  note  a  study  which  claims  that 
biodiesel,  our  nation's  fastest-growing 
alternative  fuel,  takes  more  energy  to 
produce  than  it  yields.  The  study  was 
conducted  by  David  Pimentel,  an  ento- 
mologist, and  Tad  Patzek,  a  researcher 
who  directs  the  University  of  California 
Oil  Consortium.  Their  findings  wildly 
contradict  the  majority  of  scientific 
biodiesel  studies.  Biodiesel,  a  renewable 
fuel  made  from  soybeans  and  other  fats 
and  vegetable  oils,  actually  yields  three 
times  the  energy  it  takes  to  produce  it. 
The  U.S.  departments  of  Energy  and 
Agriculture  conducted  the  premier  peer-reviewed  biodiesel  energy  bal- 
ance study,  which  found  that  for  every  one  unit  of  fossil  energy  it  takes  to 
make  biodiesel  3.2  units  of  energy  are  gained. 

The  Pimentel/Patzek  study  has  also  been  criticized  for  ignoring  scientific 
protocol,  the  laws  of  thermodynamics  and  simple  math.  It  counts  calories 
consumed  by  farmers  as  fossil  fuel  inputs  (as  if  they  wouldn't  eat  anyway). 
The  researchers  neglect  to  mention  that  there  is  a  1 7%  energy  loss  to  turn 
crude  oil  into  diesel  fuel,  an  important  comparison.  Biodiesel  is  better  for 
the  environment,  contributes  to  our  economy  and  helps  wean  us  from  our 
dangerous  addiction  to  foreign  oil. 

JOE  JOBE 

Chief  Executive,  National  Biodiesel  Board 
Jefferson  City,  Mo. 


Cash  Crazy 

"Funny  Money"  (Sept.  5,  p.  58)  is  right 
about  the  style  and  content  of  Jim 
Cramer's  Mad  Money.  Mr.  Cramer's 
record  is  not  inspiring,  and  his  on-TV 
research  of  many  companies  he  touts  or 
slams  is  exceedingly  shallow.  His  dis- 
claimers and  admonitions  aside, 
Cramer  comes  off  mostly  as  a  hustling 
snake  oil  merchant.  Viewers  can  tune 
into  Mad  Money  for  entertainment 
value  if  sitcoms  begin  to  bore,  but  stay 
away  from  Cramer's  stock  advice — it's 
poison. 

SUNDER  SHYAM 
Darien,  III. 

Front  Money 

It's  too  bad  that  a  historic  preservation 
program  as  important  as  facade  conser- 
vation easements  was  reduced  to  a  sin- 


gle sentence  in  "The  Coming  Charit 
Crackdown"  (Aug.  15,  p.  67).  The  vol 
untary  donation  of  a  perpetual  right  oi 
one's  property  for  the  purpose  of  pro 
tecting  the  character  of  historic  com 
munities  is  fundamental  to  preservini 
America's  architectural  legacy.  Youi 
story  also  gave  the  mistaken  impressioi 
that  the  valuations  of  these  easement 
have  been  fabricated  out  of  thin  air.  In 
fact,  the  vast  majority  of  these  valuai 
tions  are  determined  by  independen 
appraisals  using  methodologies  thai 
have  been  acceptable  to  the  IRS  foi 
decades.  Such  valuations  have  beer! 
tested  successfully  numerous  times  in 
U.S.  Tax  Court. 

JAMES  KEARNS 
President 

National  Architectural  Trust 
Washington,  D.C. 
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iry  new  Sonata  passes  through  a  360-degree  rotary-dip  paint  primer  bath,  not  once  but  11  times. 


360° approach  to  quality.  At  Hyundai,  we're  obsessed  with  the  process  of  quality. 
>r  example,  the  body  of  the  all-new  Sonata  rotates  through  the  paint  primer 
ith  11  times.  What's  more,  the  primer  is  electrically  charged  so  that  paint  is 
tracfed  to  even  the  most  remote  parts. The  result  is  a  vehicle  with  a  new 
/el  of  corrosion  protection  and  a  flawless  paint  finish. The  rotary-dip  bath  is 
st  one  of  the  new,  cutting-edge,  environmentally  friendly  processes  at  our 
ate-of-the-art  assembly  plant  in  Montgomery,  Alabama.  Where  we  lead  the  way 
advanced  manufacturing  technology  It's  a  Hyundai  like  you've  never  seen  before. 


HYLinDfll 

Drive  your  way7 


jndaiUSA.com 

mDA\  AND  HYUNDAI  MODEL  NAMES  ARE  REGISTERED  TRADEMARKS  OF  HYUNDAI  MOTOR  AMERICA.  ALL  RIGHTS  RESERVED.  ©2005  HYUNDAI  MOTOR  AMERICA. 


Before. 


After. 


Recrafting. 
The  return 
on  a  great 
investment. 

Return  your  worn  Allen-Edmonds  shoes  to 
their  original  glory  with  Allen-Edmonds 
Recrafting®.  We  use  the  same  techniques 
when  Recrafting  your  shoes  that  we  used  in 
their  original  construction.  Simply  mail  us 
your  worn  Allen-Edmonds  shoes.  Visit 
www.allenedmonds.com  to  download  a 
postage-paid  mailing  label.  For  more 
information  on  Recrafting,  visit  your  nearest 
Allen-Edmonds  dealer  or  call  1-877-495-5564. 

Men 
.Edmonds* 

For  All  Wa  iks  of  L  ife  ~ 


allenedmonds.com 


Made  in  USA 


Readers  Say 

Let  the  Foam  Fly 

Steve  Forbes  hit  the  bull's-eye  on  NASA 
strategy  in  "Fact  and  Comment"  {Needed: 
Space-Age  Approaches  to  Spdce,  Sept.  5, 
p.  31).  Contracting  out  the  shuttle  and 
the  International  Space  Station  (ISS)  to 
the  private  sector  would  indeed  save  tax- 
payers billions.  Someone  out  there  might 
even  get  the  smart  idea  that  placing  the 
shuttle  on  the  booster  with  the  "tender 
side"  inside  is  not  such  a  great  idea  (foam 
coming  loose  is  not  a  problem  if  it  doesn't 
strike  the  vulnerable  heat  shield).  The  pri- 
vate sector  might  even  come  up  with 
profitable  long-term  uses  for  the  ISS,  with 
a  good  shuttle  to  service  it.  Going  to  the 
moon  or  Mars  from  the  ISS  would  be  an 
interesting  private-sector  goal,  especially 
if  the  shuttle  could  get  the  hardware  safely 
to  the  ISS  or  to  an  equivalent  platform  for 
assembly. 

IOHN  DUGAN 
Bellevue,  Wash. 

Maybe  Join  PETA,  Too 

Your  cover  story  on  GE  Chief  Executive 
Jeffrey  Immelt,  "GE  Turns  Green"  (Aug.  15, 
p.  80),  describes  his  strategy  to  find  incre- 
mental savings  on  the  present  use  of 
energy,  and  the  company's  marginal  ap- 
proach to  "going  green."  Instead,  Immelt 
should  be  leading  the  effort  to  develop  al- 
ternative sources  of  power  like  solar,  wind 
and  tidal  energy  that  will  wean  us  from  an 
oil,  gas  and  coal  economy. 

NELSON  MARANS 
Silver  Spring,  Md. 

Alan  Greenspan,  Supermodel? 

I  was  offended  by  "The  Ugliness  Prob- 
lem" (Aug.  15,  p.  96).  On  the  one  hand 
you  state  the  Rothschild  men  were  ugly 
yet  intelligent,  but  go  on  to  state  that 
there  is  a  direct  correlation  between 
looks  and  intelligence.  I  guess  someone 
should  have  told  Albert  Einstein  he  was 
unintelligent  before  he  advanced  his  rel- 
ativity theory,  or  explained  to  Wall  Street 
that  it  shouldn't  take  anything  Alan 
Greenspan  says  seriously  because  he  is 
unattractive.  The  only  unintelligent 
thing  I  can  find  in  this  story  is  this 
theory  itself. 

LISA  TISHLER 
St.  Cloud,  Fla. 
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Not  so  wily 
Vicente  Fox. 


No  Hangup  With  Spanish 

"The  Mexico  That  Might  Have  Be* 
(Aug.  15,  p.  86)  presented  a  distorted  p 
ture  of  telecommunications  in  Mexic* 
market  that  has  seen  steady  growth.  M 
ico  now  has  18  long-distance  carriers  z 
10  local  carriers.  In  the  last  five  years 
industry  has  expanded  at  a  compou 
annual  growth  rate  of  19%  while  1 
economy  grew  at  2.6%.  In  the  sa 
period  local  lines  (fixed  and  mobile)  gr 
by  30  million.  Since  the  late  1990s  1 
interconnection  rate  for  long-distar 
carriers  has  dropped  by  84%  and  is  n 
among  the  lowest  in  the  world.  Frc 
1996  to  2004  the  price  of  telephone  s 
vice  in  Mexico  has  dropped  16%.  Th 
figures  show  a  sector  that  welcomes  op 
competition  and  is  highly  dynamic. 

ARTURO  ELIAS  AY 
Director,  Institutional  Relati 
Telefonos  de  Mix 
Mexico  City,  Mex 

By  the  Numbers 

In  "Part-Time  Fever"  (Sept.  5,  p.  14 
incorrect  information  supplied  by  Nort 
western's  Kellogg  School  of  Manageme 
resulted  in  a  miscalculation  of  tuiti 
charged  for  the  school's  part-time  M.B 
program.  It  is  $78,000,  not  $95,000.  T 
corrected  figure  moves  the  school's  ran 
ing  from  fourth  to  third  on  our  Top  Par 
Time  Business  Schools  list. 


Forbes 

Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Ptease  include  address  and  phone  number. 

Acquisition 


Hostile  Takeover 


V 


Merger 


Whatever  your  style,  whatever  your  size,  Allen-Edmonds  is  the  perfect  fit. 
Our  shoes  are  handcrafted  in  sizes  616  and  widths  AAA-EEE.  When  they 
finally  show  their  wear,  our  Recrafting'  process  will  have  them  looking  new 
again.  For  a  catalog  and  Allen-Edmonds  dealer  near  you,  call  1800-235-2348. 

Shoes  from  top  to  bottom:  Dryden,  Birmingham,  Hastings  allenedmonds.com  Made  in  USA 


Men 

.Edmonds* 

For  All  Walks  of  Life" 


1995:  On  an  average  day,  49-million  Web 
addresses  and  emails  were  processed  across 
the  Internet. 

2005:  Today  and  every  day,  VeriSign  Intelligent 
Infrastructure  directs  over  14-billion  Web 
addresses  and  emails. 


1995:  In  one  year,  90-million  people  used  their  mobile 
phones  to  make  and  receive  calls. 

2005:  Today  and  every  day,  VeriSign  Intelligent 
Infrastructure  delivers  high-quality  voice  and  interactive 
content  services  to  over  1.5-billion  mobile  users,  including 
hundreds  of  millions  of  calls  and  SMS  messages  and  over 
700,000  ring  tones,  pictures,  and  games. 


FIND 


Ten  years  of  VeriSign  Intelligent  Infrastructure  at  work. 


=  2005  VeriSign.  Inc  All  rights  reserved  VeriSign,  the  VeriSign  logo.  "Where  It  all  comes  together."  and  other  trademarks,  service  marks,  and  designs  are  registered  or  unregistered  trademarks  o<  VeriSign  and 

its  subsidiaries  in  the  United  States  and  In  foreign  countries 
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i1995:  At  year  end,  a  total  of  25,000  Web  sites 
existed,  only  3.000  of  which  had  implemented 
any  security  measures. 

2005:  Today  and  every  day.  Verisign  Intelligent 
Infrastructure  secures  over  450,000  Web  sites 
and  monitors  over  1-billion  security  events  for 
over  3,000  global  enterprises. 


1995:  in  one  year,  the  total  of  all  online 
shopping  transactions  reached  $362-mil!ion. 

2005:  Today  and  every  day,  Verisign  Intelligent 
Infrastructure  enables  over  $100-million  in 
secure  e-commerce  transactions. 


I 
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Dr  the  last  decade,  VeriSign  has  helped  drive  dramatic  transformation  in  the  delivery  of  communications,  commerce,  and  content, 
fjth  a  simple  and  unwavering  mission  to  enable  and  protect  all  forms  of  interactions  over  voice  and  data  networks,  VeriSign  Intelligent 
(restructure  Services  are  powering  today's  migration  from  an  analog  to  a  digital  world.  Which  is  why  global  enterprises,  carriers, 
itailers,  and  entertainment  providers  are  turning  to  VeriSign  to  accelerate  new  revenue  opportunities  and  sharpen  their  competitive 
dge.  And  as  next-generation. networks  emerge  and  converge,  VeriSign  will  continue  to  be  Where  it  all  comes  together." 


www.VeriSign.com 


VeriSign* 


Feel  free  to  take  risks. 


Risk  and  security.  At  first  glance  these  two  things  do  not 
go  together.  Either  you  take  risks.  Or  you  go  for  security. 
Nevertheless,  they  can  perfectly  coexist.  As  an  entrepreneur 
you  have  to  take  risks.  It's  necessary  for  growth.  However, 
risk  needs  to  be  controllable  and  that's  where  Atradius 
can  help,  letting  you  concentrate  on  closing  the  deal. 


With  over  75  years  of  experience  in  credit  managt 
worldwide,  Atradius  is  among  the  world's  largest 
insurance  companies.  Atradius  enables  trade  by  of 
a  broad  range  of  services  from  credit  insurancel 
credit  information  to  bonding  and  debt  collections,  he 
to  balance  risk  and  security.  So  feel  free  to  take 


if  a  trad  is 


managing  risk,  enablinc 


set  and  Comment 


Steve  Forbes,  Editor-in-Chief 
rith  all  thy  getting  get  understanding' 


No  Shame 


,K  ABOUT  RANK,  CRASS  HYPOCRISY:  CABLE-TV  COMPANIES 
aggressively  offering  consumers  telephone  service  over  their 

le  lines,  and  they  do  so  without  being  burdened  by  many  of 
regulatory  obstacles  with  which  traditional  carriers,  such  as 

2  and  Verizon,  must  cope.  At  the  same  time,  telephone  outfits 
pushing  to  be  allowed  to  deliver  television  and  audio  services 

:r  their  fiber-optic  lines  to  more  and  more  households,  and 

;ss  who's  yelping  like  whipped  dogs — and  lobbying  like  pit 

Is — to  prevent  it? 

Cablers  want  to  force  phone  companies  to  have  to  get  per- 
ssion  from  just  about  every  town  and  city  in  the  country  to 
nish  video  products.  After  all,  they  argue,  the  cable  compa- 
j  s  had  to  win  the  approval  of  33,000  franchise  boards  in  order 
peddle  their  wares.  Why  shouldn't  others  have  to  do  the 
ne?  That's  an  empty  argument  if  there  ever  was  one.  Those 
chise  boards  are  a  relic  from  the  pre-Internet  era.  It  would 
like  auto  companies  decades  ago  being  required  to  install  car- 
ge  wheels  and  whip  holders  on  their  vehicles. 
Thanks  to  technology — primarily  the  Internet — the  tradi- 
nal  differences  between  local  and  long-distance  phone  ser- 
es, cable  TV,  satellite  TV,  radio  and  television  are  being  oblit- 
ited.  Yet  communications  companies  still  make  lobbyists  in 
ishington  rich  by  trying  to  pretend  nothing  has  changed.  The 
}le  industry's  fight  to  prevent  phone  companies  from  deliver- 
l  TV  service  to  customers  is  but  the  latest  example  of  this 
adly  obtuseness.  The  telecoms  have  invested  billions  of  dol- 


lars in  the  service  and  have  partnered  with  companies  like 
Microsoft  and  Alcatel  to  develop  the  necessary  software. 

The  cost  of  phone  service  and  other  technologies  has  been 
declining  because  of  advances  in  technology  and  competition. 
Yet  cable  rates  keep  going  up — 40%  since  1999.  Why  shouldn't 
consumers  have  more  options?  Local  politicians  hate  this  idea 
because  it  would  prevent  them  from  being  able  to  shake  down 
companies  trying  to  win  permission  to  offer  expanded  services. 

The  state  of  Texas  has  the  right  idea.  Its  legislature  is  enact- 
ing a  law  that  will  allot  companies  a  statewide  franchise  to  offer 
enhanced  TV  services  throughout  Texas,  thus  bypassing  the 
need  to  go  to  each  hamlet  for  approval.  Companies  will  pay  a 
fee  based  on  their  gross  income  statewide. 

The  Federal  Comm anications  Commission  could  hasten  this 
process,  but  it's  been  politically  reluctant  to  do  so — why  upset 
thousands  of  local  pols  and  the  powerful  TV  and  cable  industries? 

Neither  Congress  nor  the  FCC  will  move  decisively  without 
a  determined  push  from  the  White  House.  To  put  it  bluntly,  the 
Bush  Administration  has  been  a  disaster  when  it  comes  to 
telecommunications  deregulation.  The  U.S.  today  is  falling 
behind  other  countries  in  the  development  of  broadband.  We 
now  rank  16th  in  the  world,  lagging  a  range  of  countries  from 
Japan  to  South  Korea  to  Iceland. 

It's  time  for  the  Executive  Branch  to  get  off  its  collective  butt 
before  the  U.S.  joins  the  ranks  of  Kazakhstan,  North  Korea  and 
Outer  Mongolia  when  it  comes  to  getting  wired  for  broadband. 


Fed's  Phony  War  on  Inflation 


ST  MONTH  THE  FEDERAL  RESERVE  ONCE  AGAIN  RAISED 
ort-term  interest  rates  and  indicated  that  even  more  hikes  may 
on  the  way.  Yet  inflation — low  by  1970s  standards — persists, 
e  a  cold  that  won't  go  away.  Commodity  prices,  most  notably 
,  are  still  high.  Gold,  the  best  barometer  of  monetary  distur- 
nce,  remains  well  above  $400  an  ounce,  signaling  that  infla- 
>n  will  stay  with  us. 

Jacking  up  the  nominal  cost  of  money  is  not  the  way  to  douse 
Ration — in  the  late  1970s  and  early  1980s  interest  and  inflation 


rates  were  both  in  double  digits.  Removing  excess  money  is  the 
solution.  The  process  is  simple:  The  Federal  Reserve's  open  mar- 
ket desk  should  sell  bonds  from  the  Fed's  portfolio,  thereby 
removing  cash  from  the  banking  system  and  the  economy. 
When  gold  dips  below  $400  an  ounce,  stop  the  process. 

Will  Alan  Greenspan — after  18  years  on  the  job — master  this 
basic  bit  of  central  banking  before  he  leaves  office  in  a  few  months? 

Upon  the  answer  to  that  question  hang,  literally,  hundreds 
of  billions  of  dollars  in  equity  and  bond  values. 


The  Real  Bubble 


iE  MEDIA  IS  FULL  OF  STARTLING  STORIES  ABOUT  THE  INEVI- 
ble  bursting  of  the  alleged  housing  bubble.  The  price  of  homes 

certain  parts  of  the  country  has  certainly  gotten  out  of  hand, 
at  as  you'd  expect  to  happen  in  a  free  market,  things  are  starting 

cool  down.  There  is  no  nationwide  housing  bubble  like  the 
jbble  that  occurred  in  high  tech  in  the  late  1 990s.  Housing  values 


went  up  because  interest  rates  came  down  and  because  Congress 
in  1997  virtually  eliminated  the  capital  gains  tax  on  the  sale  of 
primary  residences  for  most  Americans.  For  a  couple,  for  instance, 
up  to  $500,000  in  gains  is  not  subject  to  the  capital  gains  levy. 

The  real  bubble  is  one  that  has,  so  far,  gone  unexamined:  the 
price  of  oil.  There  is  absolutely  no  fundamental  reason  that 
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petroleum  should  be  hovering  around  $70  a  barrel.  The  Fed- 
induced  inflation  we've  experienced  should  have  taken  oil  from 
its  three-years-ago  range  of  $20  to  $25  per  barrel  to  a  range  of  $30 
to  $40.  The  rest  of  the  run-up  is  pure  speculation,  primarily  from 
American  hedge  funds.  This  won't  last.  Inventories  are  flush, 
China  has  been  scaling  back  its  purchases,  and  vast  supplies  of  oil 
and  gas  are  slated  to  become  available  in  the  next  few  years. 

No  one  can  predict  the  precise  date  that  this'  balloon  will 
pop — but  pop  it  will. 

In  fact,  President  Bush  could  perform  a  public  service  by  ending 
this  oil  mania  right  now  (which  would  also  help  his  sagging  popu- 
larity). How?  By  selling  off  a  few  million  barrels  from  the  Strategic 
Petroleum  Reserve.  Speculators  know  that  Washington  is  a  steady 


buyer  of  oil,  no  matter  the  price.  If  the  government  suddenly  t 
seller,  the  price  of  oil  would  quickly  collapse  by  at  least  $10  to  $; 
barrel  as  coundess  hedge  funds  scrambled  to  cover  their  posi 

The  Administration  is  loath  to  do  this  because  it's  ol> 
with  the  fact  that  most  major  global  suppliers  are  politically 
liable  and  unstable.  But  we  already  have  more  than  enough 
the  reserve  to  cover  any  temporary  disruption  in  supply 
another  country.  Officials  can't  grasp  the  fact  that  oil  and  m 
are  fungible.  Even  as  they  rant  against  the  U.S.,  Castn 
lunatics  such  as  Venezuelan  dictator  Hugo  Chavez  are  not 
to  stop  selling  oil.  These  authoritarian  goons  need  the  m 
We  needn't  fear  not  having  enough  oil  to  fuel  our  econom 

What  are  we  waiting  for? 


Use  'Em  Again 


ONE  THING  WASHINGTON  COULD  DO  TO  SPUR  GROWTH  IN 
nuclear  power — and  thereby  lessen  our  dependence  on  foreign 
oil — would  be  to  encourage  the  industry  to  recycle  spent  nuclear 
fuel  rods.  Fear  over  the  disposal  of  the  so-called  nuclear  waste  has 
been  a  great  inhibitor  to  building  new  nuclear  power  facilities. 

Congress  has  decreed  that  nuclear  waste  should  be  stored  at 
the  Yucca  Mountain  facility  in  Nevada.  It's  no  surprise  that  citi- 


zens there  fiercely  oppose  this;  it  could  take  thousands  of  \ 
for  the  waste  to  lose  its  radioactivity.  The  virtue  of  recycling" 
nuclear  fuel  rods  is  that  doing  so  would  sharply  decrease 
amount  of  deadly  material  that  has  to  be  stored  undergroi 
This  wouldn't  dampen  local  opposition,  but  it  would  dran 
cally  scale  back  the  size  of  the  challenge. 

France  and  Japan  currently  recycle  used  fuel  rods.  So  should 


High  Jingo 


The  Closers — by  Michael  Connelly  (Little,  Brown;  $26.95).  The 
traditional  novel,  like  poetry,  may  have  sunk  to  irrel- 
evance, but  crime  fiction  has  never  been  better.  This 
book  is  a  prime  example  of  just  how  brilliant  the 
mystery  genre  has  become.  Characters  here  are 
vividly  brought  to  life.  The  descriptions  provide 
true-to-life  portrayals  of  Los  Angeles  and  its  often- 
troubled  police  department.  The  internal  political 
battles  ring  true,  and  the  suspense  keeps  readers 
turning  pages.  Some  literary  critics  scorn  mysteries: 
Their  popularity  makes  them  suspect.  But  Shake- 
speare, Dickens  and  numerous  other  top-tier  writers 
hardly  refrained  from  attempting  to  appeal  to  popular  audiences. 
A  retired  homicide  detective  is  back  on  the  job — at  the  new 


police  chief  s  "pleasure" — after  having  been  away  less  than  tr 
years.  "I  need  the  gun.  I  need  the  badge.  Otherv 
I'm  out  of  balance.  I  need  all  of  this.  Okay?"  s 
protagonist  Harry  Bosch.  He  is  assigned  to  pur 
cold  cases,  now  labeled  "Open — Unsolved." 

Bosch's  first  case  looks  like  a  slam  dunk.  A 
year-old  high  school  girl  was  murdered  in  1988.  ( 
tissue  samples  from  the  case  have  been  compa; 
with  DNA  taken  from  contemporary  criminals,  a 
there's  been  a  match  with  a  seemingly  small-tii 
hoodlum.  And  then,  as  you'd  expect,  the  p 
quickly  thickens.  The  case  turns  out  to  have  "hi 
jingo" — police  department  biggies  are  involved. 

There  is  hardly  a  false  note  in  this  mystery  masterpiece. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


#  WD-50— 50  Clinton  St.,  between  Stanton  and  Rivington 
streets  (Tel.:  212-477-2900).  This  jewel  on  the  Lower  East  Side 
has  a  creative  menu  that  just  gets  better  and  better.  Consider 
the  zucchini  gazpacho  served  with  smoked  sable,  coconut  and 
sea  beans;  venison  tartare  with  edamame  ice  cream;  shrimp 
noodles  with  smoked  yogurt;  or  skate  with  eggplant-raisin 
puree — this  exotic  fare  all  works,  deliciously. 

Metropol-234  West  4th  St.  (Tel.:  212-206-8393).  Service  is 
lackadaisical,  the  wines  listed  aren't  always  available,  you  can- 
not substitute  mustard  vinaigrette  for  the  tarragon  vinaigrette 
on  the  mesclun  salad,  the  Cobb  salad  looks  like  a  poster  child 


for  a  Vegematic  commercial,  the  calamari  is  very  chewy  (as  i 
the  bread  pudding!),  and  the  pan-roasted  chicken  is  onl 
slightly  better  than  Colonel  Sanders'.  However,  the  miniham- 
burgers,  the  French  fries  and  the  creme  briilee  are  first-rate. 
•  Sipan-702  Amsterdam  Ave.,  at  94th  St.  (Tel.:  2 1 2-665-9929).  A 
modest  and  charming  spot  serving  spectacularly  good  Peruvian 
cuisine.  It  has  quite  a  selection  of  ceviches  and  other  regional  spe- 
cialties. Favorites  (in  addition  to  the  ceviches):  tamal  de  Octubre 
(Peruvian  purple  corn  stuffed  with  chicken),  grilled  salmon 
served  in  a  cilantro  sauce,  and  cerdo  huachano  (spiced  pork  ten- 
derloin). An  interesting  place  for  something  a  bit  unusual.      F ! 
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hat's  next.  Chances  are,  you've  reached  the  age  when 
uring  out  what's  next  in  your  life  —  and  having  the  means 
make  it  happen  —  is  the  all-important  question. 

e  are  The  Personal  Advisors  of  Ameriprise  Financial. 

he  next  generation  of  American  Express  Financial  Advisors. 


e  have  more  certified  financial  planner ™  professionals 
an  any  other  company. 


ith  over  10,000  personal  financial  advisors  who  offer 
comprehensive,  one-on-one  approach  to 
inancial  planning. 

m  approach  that  goes  beyond  money  management  to 
ncompass  more  options  and  more  protection  for  your 
entire  financial  life. 


"o  help  you  get  to  what's  next  in  your  life. 

;all  1-800-Ameriprise  today  for  a  complimentary  initial 
consultation  or  visit  us  at  ameriprise.com.* 


inancial  Planning  ►  Retirement  >  Investments  >►  Insurance 


The  Personal  Advisors  of 

Ameriprise  ™ 

Financial 


The  Next  Generation  of 

American  Express  Financial  Advisors 


he  ..a,  consuitation  provides  an  overview  of  financial  planning  concepts.  Yoo  wii,  no,  receive  written  analysis  and/or  ~— -  ™  « *£S£ 

—  *  CFP  Board.  ,nanc,a,  advisory  se.ices  S Uprise  Financal 

2005 'Ameriprise  Financial.  Inc.  All  rights  reserved. 


Other  Comments 


The  pessimist  sees  difficulty  in  every  opportunity. 
The  optimist  sees  the  opportunity  in  every  difficulty. 

—WINSTON  CHURCHILL 


Perspective,  Please  From  spring  into  summer  the 

delegates  met,  suffering  through  apparently  endless  setbacks  and 
angry  speeches.  Some  key  leaders  refused  to  participate  in  the 
debate,  as  did  one  entire  state.  Division  and  delay  was  the  order 
of  the  day,  as  warring  factions  fought  over  minority  rights,  the 
balance  of  power,  and  the  influence  of  religion  on  the  revolu- 
tionary young  nation's  constitution.  Some  critics  predicted  that 
the  compromise  would  be  rejected  by  the  people  before  ratifica- 
tion; others  said  that  it  would  lead  toward  outright  civil  war. 

This  was  not  Iraq  2005,  but  Philadelphia  1787.  And  despite 
all  the  doubt  and  pain  of  the  four-month  process,  a  Constitu- 
tion was  created  that  ultimately  changed  the  world.  None  of  it 
was  easy. 

— JOHN  P.  AVLON,  New  York  Sun 

Thoroughly  Modern  Thinking  The  modern 

communications  world  is  entirely  unlike  the  past.  Cable  compa- 
nies are  offering  voice,  and  telecom  companies  are  offering 
video.  Both  offer  high-speed  Internet  access,  and  all  services  are 
converging  into  a  single  market  for  data.  Soon,  voice  will  be 
free — simply  a  service  you  get  from  whomever  you  choose  to  be 
your  data  provider.  Ultimately,  everyone  will  be  in  the  digital 
content  business,  and  distinctions  between  cable,  telecom,  wire- 
less and  satellite  won't  be  important. 

Since  this  is  clearly  the  direction  that  technology  is  headed, 
policy  should  be  driven  by  technological  reality  and  our  laws 
should  encourage  robust  competition.  The  winners  will  be  con- 
sumers, who  will  have  access  to  the  best  combination  of  product 
and  service,  and  the  economy,  which  will  benefit  from  increased 
investment  by  all  competitors.  Let's  not  saddle  communications 
companies  with  the  kind  of  regulations,  franchise  agreements, 
build-out  requirements  and  taxes  and  fees  that  characterized 


II 


"You  pay  your  late  fines  or  Babar  breaks  your  pinkie." 


communications  policy  of  the  past.  We  want  new  networks  I 
carry  new  products  and  services.  Let  the  competition  beginM 
—TOM  GIOVANETTI,  president,  Institute  for  Policy  Innovat  I 

Dallas  Morning  Nm; 

Best  Practices  It  is  difficult  to  make  our  material  cl 
dition  better  by  the  best  law,  but  it  is  easy  enough  to  ruin  I 
bad  laws. 

—THEODORE  ROOSE\m 

A  Safe  Bet  After  reading  [Matthew  Simmons']  predict* 
that  oil  prices  will  soar  into  the  triple  digits,  I  called  to  ask  if  hi 
back  his  prophecy  with  cash.  Without  a  second's  hesitation,* 
agreed  to  bet  me  $5,000.  I'm  just  following  the  advice  of  a  mM 
tor  and  friend,  the  economist  Julian  Simon:  If  you  find  anycH 
willing  to  bet  that  natural  resource  prices  are  going  up,  take  bw. 
for  all  you  can. 

Julian  took  up  gambling  during  the  last  end-of-oil  crisis,* 
1980,  when  experts  were  predicting  a  new  age  of  scarcity  as  I 
planet's  resources  were  depleted  by  the  growing  population.  Jul:! 
had  debunked  these  fears  in  The  Ultimate  Resource,  the  bible  I 
Cornucopian  economics,  which  showed  how  human  ingenul 
had  kept  driving  down  the  price  of  energy  and  other  natural  I 
sources  for  centuries.  He  offered  to  bet  the  pessimists  that  oil  or  a  I 
other  resource  they  chose  would  be  cheaper,  in  real  terms,  at  a  I 
date  they  picked  in  the  future.  The  ecologist  Paul  Ehrlich  took  I 
his  offer  and  chose  copper,  tin  and  three  other  metals  worth  $1,0 1 
in  1980.  When  the  famous  bet  was  settled  ten  years  later,  the  val  I 
of  the  metals  had  declined  by  more  than  half.  As  usual,  people  hi 
found  new  ways  to  get  the  metals  as  well  as  cheaper  substitutil 
like  the  fiber-optic  cables  that  replaced  copper  telephone  wires.  I 

I  realize  this  isn't  a  sure  thing,  because  the  price  of  oil  hi 
risen  before — it  quintupled  in  the  1970s.  But  then  it  droppel 
thanks  to  new  discoveries  and  technologies,  validating  the  Col 
nucopians'  optimism.  So  I  figure  the  long-term  odds  are  with  ml 

—JOHN  TIERNEY,  New  York  Tim  I 

Honorable  Obligation  Let  us  contemplate  our  fori  I 

fathers,  and  posterity,  and  resolve  to  maintain  the  righ  I 
bequeathed  to  us  from  the  former,  for  the  sake  of  the  latter.  Thl 
necessity  of  the  times,  more  than  ever,  calls  for  our  utmo:l 
circumspection,  deliberation,  fortitude  and  perseverance.  Let  ul 
remember  that  "if  we  suffer  tamely  a  lawless  attack  upon  oul 
liberty,  we  encourage  it,  and  involve  others  in  our  doom."  It  is  I 
very  serious  consideration  ...  that  millions  yet  unborn  may  b| 
the  miserable  sharers  of  the  event. 

— SAMUEL  ADAMS  I 
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Growth  and  protection.  The  strong 
and  steady  approach  to  retirement. 

At  Prudential  Retirement. 

Protect  what  really  matters,  and  grow  it  with  care.  That's  our 
approach  to  planning  for  retirement. 

For  decades,  we've  used  our  strength  in  insurance  and  investments 
to  help  people  and  organizations  plan  for  retirement.  Today, 
more  than  3  million  individuals  choose  Prudential  Retirement 
to  help  them  grow  and  protect  wealth  through  every  stage  of 
the  retirement  planning  cycle  —  from  accumulating  assets, 
to  distribution  and  managing  retirement  income.  And  6,000 
institutions  of  all  sizes  rely  on  us  for  intelligent  retirement  plan 
solutions  that  address  their  administrative  and  fiduciary  needs. 

Growth  and  protection  from  a  company  that's  stood  the  test 
of  time.  That's  the  strong  and  steady  approach  to  retirement. 
That's  Prudential  Retirement. 


Prudential  (S  Financial 

Crowing  and  Protecting  Your  Wealth® 


800-THE-ROCK 


www.prudential  com 


DEFINED  CONTRIBUTION  PLANS 


DEFINED  BENEFIT  PLANS 


NON-QUALIFIED  PLANS 


1/2005.  Prudential  Retirement  is  a  Prudential  Financial  business  and  is  a  service  mark  of  The  Prudential  Insurance  Company  of  America,  Newark,  NJ  and  its  affiliates.         inst-20O41i  12-aoi7003 


Global  companies  have  teams  everywhere, 
systems  and  software  put  everyone  on  the  sa 

Running  a  global  company  requires  secure  worldwide  systems  and  Xerox  DocuShare®  software,  docume 
information  sharing.  Luckily,  Xerox  has  a  solution  for  be  securely  scanned  to  the  Web.  This  way  people  tl 
everyone  on  your  team.  Using  Xerox  multifunction       out  your  global  network  can  sbare  them.  This 


xerox.com/office/team  1-800-ASK-XEROX  ext.  753 
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A  Trade  Fiction 


RLD  LEADERS  GATHERING  AT  THE  UN  2005  WORLD  SUMMIT 
t.  14-16  will  hail  the  imminent  and  successful  conclusion  of 
Doha  Round  of  trade  negotiations  as  one  of  the  most  sig- 
cant  achievements  of  international  cooperation  in  recent 
es.  They  will  surely  applaud  the  fact  that  a  few  months  prior 
December's  WTO  ministerial  meeting  in  Hong  Kong  only 
lor  details  of  the  negotiations  remain  to  be  settled.  Of  course, 
:ing  this  far  hasn't  been  easy,  as  shown  by  the  additional  year 
alks  needed  to  reach  agreement  on  the  crucial  issues. 

e  Road  to  Success 

expected,  agricultural  reform  was  the  toughest  row  to  hoe.  It 
k  great  courage  on  the  part  of  political  leaders  of  the  major 
eloped  economies  to  overcome  what  had  looked  to  be  an 
urmountable  hurdle.  In  dismantling  their  massive  agricultural 
itectionism,  they  at  last  put  the  interests  of  the  majority  of  their 
ii  filiations  above  those  of  privileged  groups  within  their  farm 
Itors  who  traditionally  have  enjoyed  the  bulk  of  farm  subsidies. 
Iiders  in  rich  countries  finally  acknowledged  that  the  small  and 
dining  contribution  of  their  agricultural  sectors  to  their  GDP 
i  employment  levels  hardly  justifies — if  it  ever  did — the  more 
in  $240  billion  per  year  that  OECD  countries  pay  through  taxes 
i  higher  food  prices  to  support  their  farm  activities.  By  slash- 
;  farm  tariffs  and  subsidies  these  countries  will  now  enjoy  lower 
ces  on  farm  products  and  more  money  to  use  for  other  prior- 
is.  Wisely,  they  will  continue  to  support  their  small  farmers' 
:omes  but  without  distorting  agricultural  markets. 
Poor  countries  will  benefit  because  they  not  only  will  have  bet- 
access  to  bigger  markets  but  also  will  receive  aid — part  of  the 
al — to  improve  their  basic  infrastructure  and  develop  their  export 
?acity.  Many  of  these  countries,  mainly  in  Africa  and  the  Caribbean, 
d  been  opposed  to  changing  the  status  quo  for  fear  they'd  lose 
;ir  preferential  access  to  either  EU  or  U.S.  markets,  which  was  a 
ovision  of  regional  trade  agreements.  That  opposition  was  over- 
me  when  donor  countries  decided  to  include  in  the  newly  created 
id  for  trade"  fund  the  rather  modest  resources  required  to  com- 
nsate  poor  countries  for  the  loss  of  their  existing  trade  preferences. 

Once  the  EU,  U.S.  and  Japan  bit  the  bullet  on  real  farm  reform, 
e  rest  of  the  round's  negotiations  were  easily  resolved.  Developing 
untries'  resistance  to  opening  their  own  markets  more  decisively 
is  softened  markedly.  This  moved  rich  countries  to  commit  to  re- 
oving  their  remaining  tariffs  on  nonfarm  products  within  a  few 
ars.  The  liberalizing  mood  has  even  translated  into  an  agreement 
at  will  make  less  likely  the  use  and  abuse  of  antidumping  and  safe- 


guard actions  that,  to  be  frank,  are  most  often  merely  protectionism 
of  vested  interests  disguised  as  fair  public  policy.  The  round  is  also  de- 
livering on  services  liberalization.  Developing  countries  have  offered 
to  open  up  service  sectors  formerly  closed  to  foreign  competition 
and  investment,  while  developed  countries  have  agreed  to  adopt 
more  liberal  policies  toward  the  temporary  migration  of  foreign 
workers  who  provide  services  in  spheres  affected  by  labor  shortages. 

The  Doha  Round  will  bring  about  significant  income  gains  for 
both  developed  and  developing  countries.  According  to  some  con- 
servative calculations  global  income  from  merchandise  liberaliza- 
tion alone  will  be  boosted  by  $300  billion  per  year  by  2015.  Poten- 
tial gains  from  freer  trade  in  services  could  be  much  larger  than  that 
figure — by  up  to  a  factor  of  five.  As  originally  intended,  the  round 
will  be  contributing  to  the  achievement  of  the  Millennium  Devel- 
opment Goals  that  were  adopted  five  years  ago  by  the  international 
community  in  order  to  cut  in  half  by  2015  the  proportion  of  the 
world's  people  living  in  extreme  poverty  and  suffering  hunger. 

Thanks  to  the  vision  and  fortitude  of  the  leaders  of  the  major 
trading  countries,  the  Doha  Round  has  paved  the  way  for  a  multi- 
lateral trading  system  that  sometime  in  the  foreseeable  future  will 
deliver  the  total  removal  of  barriers  to  all  merchandise  trade,  a  sub- 
stantial liberalization  in  services  and  universal  enforcement  of  the 
principles  of  reciprocity  and  nondiscrimination.  With  such  a  system 
economic  interdependence  among  all  countries  will  be  enhanced, 
which  will  foster  economic  prosperity,  as  well  as  peace  and  security. 

Awakening  to  Crude  Reality 

Unfortunately,  all  of  the  above  is  pure  fiction.  In  practice  the  Doha 
negotiations  have  been  a  tale  of  failure  to  reach  agreement  on 
most  issues  on  the  agenda.  It  seems  that  countries  came  to  these 
talks  with  the  aim  of  creating  loopholes  to  avoid  obligations 
rather  than  undertaking  serious  trade  liberalization.  Regarding 
agriculture,  trade  negotiators  have  deadlocked  on  issues  such  as 
products  to  be  exempted,  formulas  to  avoid  effectively  lowering 
tariffs  and  opaque  schemes  to  preserve  subsidies.  With  rich  coun- 
tries holding  rigid  on  farm  protection  and  developing  countries 
remaining  reluctant  to  open  up  their  own  markets,  it's  no  surprise 
that  progress  is  practically  nil  on  the  other  topics  under  discus- 
sion. Except  for  a  few  rare  moments,  the  leadership  needed  to 
move  the  round  forward  has  been  absent.  The  chances  for  a 
meaningful  WTO  ministerial  meeting  in  December  are,  in  fact, 
close  to  zero.  As  things  now  stand,  the  Hong  Kong  gathering  will 
end  either  in  another  impasse,  as  happened  in  Cancun  two  years 
ago,  or  in  an  empty  commitment  to  keep  talking  next  year.  F 


Forbes 


Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  minister  mentor 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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Brag  More,  Mr.  Bush 


iX  AM  I  MISSING?  BY  A  NEARLY  60%  MAJORITY,  AMERICANS 
that  our  economy  is  in  bad  shape.  The  real  numbers  tell  a 
?pier  tale.  Four  years  into  an  expansion,  growth  still  chugs 
ng  at  a  3.5%  rate.  Employment  is  strong.  Home  ownership  is 
ecord  levels.  The  cost  of  money  is  low.  Core  inflation  is  low. 
Oh,  right,  gas  prices.  Here's  an  easy  fix:  Drive  a  bit  less,  shop 
the  Internet  and  forget  about  it.  We  pay  half  the  price  that 
ropeans  pay  for  gas.  As  Billy  Crystal  put  it  in  The  Princess 
de:  "I've  seen  woyse." 
|  So  take  the  polls  with  a  pinch  of  salt  and  a  double  margarita. 
ir  example,  July's  ABC  News/  Washington  Post  poll  claiming 
lit  59%  of  Americans  weren't  happy  with  the  economy  also 
limed  that  59%  liked  their  own  financial  condition.  Go  figure! 
lese  conflicting  sentiments  make  no  sense.  I  believe  that  indi- 
|lual  Americans  have  it  right.  The  crowds  at  airports  this  sum- 
fer  and  healthy  auto  sales  attest  to  a  strong  economy, 
i  So  what's  bugging  people?  Why  the  sour  mood  about  the 
ierall  U.S.  economy?  Several  reasons: 

Declining  approval  ratings  for  President  Bush  and  the  Iraq  War. 
|)3ridlock  in  Congress. 

■Culture  wars:  The  loony  left  and  the  batty  right  have  gotten 
bnier,  battier — and  louder. 

iPresident  Bush's  terrible  job  of  selling  his  economic  program's 
Iccess. 

{ Fears  of  a  housing  bubble. 

(Growing  trade  deficit.  Once  again  the  President  has  failed  to 
ake  the  case  for  free  trade  and  for  the  utterly  benign  effects  of 
I  rade  deficit.  (Example:  China  uses  its  surplus  to  buy  U.S.  Trea- 
|rys,  which  keeps  mortgage  rates  low.  Hey,  this  is  good.) 
(Growing  budget  deficit.  Oops,  it's  not  growing  anymore.  Tax 
Jceipts  are  gushing  in — just  as  expected — from  the  2003  tax 
Its.  Do  most  Americans  know  this?  I  hate  to  sound  like  a  bro- 


ken record,  but  the  President  is  a  poor  salesman  for  these 
remarkable  tax-cut-driven  results. 

•  CEO  timidity.  What  I  mean  is  that  CEOs  of  publicly  traded 
companies  operate  with  a  high  pucker  factor.  ("Pucker,"  you  see, 
is  an  old  aviation  term.  It  refers  to  a  well-known  involuntary 
muscle  contraction  in  the  lower  body  that  occurs  when  you're 
piloting  an  airplane  and  are  scared,  er,  witless.)  CEOs  are  running 
scared.  They're  forced  to  worry  more  about  risk  than  opportu- 
nity. Blame  our  lunatic  tort  system,  exemplified  by  last  month's 
$253  million  award  against  Merck.  CEOs  of  small  and  privately 
held  companies  still  swagger  and  invest,  unpuckered,  but  Ameri- 
cans don't  read  as  much  about  small  and  private  companies. 

•  Thomas  Friedman.  This  New  York  Times  columnist  wrote  a 
bestseller  called  The  World  Is  Flat,  which  speculates  about  the 
rise  of  China  and  India.  Friedman  got  a  lot  right  in  his  book, 
especially  about  the  need  to  keep  trade  free.  But  The  World  Is  Flat 
has  an  alarming  tenor  to  it,  perhaps  too  severe.  It  overrates  for- 
mal bookish  education  and  underrates  on-the-job  training,  as 
well  as  U.S.  capital  markets,  dynamism  and  resiliency. 

•  Mr.  Bush's  terrible  job  of  selling  his  economic  success.  Oops, 
guess  I  said  that. 

Wide  divergences  in  economic  performance  and  public  sen- 
timent have  occurred  before.  This  happened  in  2003,  when  peo- 
ple were  still  wounded  from  the  recession  and  a  stock  crash  that 
had  bottomed  in  late  2002.  It  happened  in  the  early  1990s,  when 
there  was  much  talk  of  downsizing. 

But  take  note:  When  was  it  a  good  time  to  buy  stocks?  Cer- 
tainly 2003  was  a  boom  year.  The  S&P  rose  26%,  the  Nasdaq,  a 
nifty  50%.  Likewise,  don't  you  wish  you  had  loaded  up  on  stocks 
during  the  early  1990s?  When  economic  performance  is  good 
and  public  mood  is  sour,  take  a  long  look  at  stocks.  Chances  are 
this  is  a  good  time  to  buy. 


Google,  the  Aggressor 


DOGLE  HOLDS  $2.9  BILLION  IN  CASH  FROM  ITS  IPO  LAST  YEAR, 
[is  on  track  to  pile  up  another  odd  billion  per  year  of  profit.  In 
Iher  words,  Google  is  swimming  in  cash.  So  why  tap  investors 
[r  another  $4  billion,  as  it  will  soon  do  in  a  secondary  offering? 

Short  answer:  Because  it  can.  With  an  $80  billion  market  cap, 
japle  what  it  was  on  the  day  of  its  IPO,  Google  will  be  selling  only 
yt>  of  itself.  That's  cheap  insurance  against  the  day  that  Microsoft 
akes  up  and  sees  Google  as  the  biggest  threat  ever  to  its  hegemony. 

Google's  search  engine  is  years  ahead  of  Microsoft's, 
licrosoft  is  working  hard  to  catch  up.  At  the  very  least,  it  will 
arrow  the  gap.  But  rather  than  devoting  all  its  I  ]^OI"t)(^S> 
sources  to  protecting  its  search  lead,  Google  has  made  I  ——.com 


plans  to  fatten  its  war  chest  and  swagger  right  into  Microsoft's 
fortress — the  personal  computer  desktop. 

Google  Desktop — a  free  program — will  organize  your  PC's 
desktop.  You  can  search  for  long-lost  information  stored  in  your 
files.  Little  Google  windows  will  also  alert  you  to  incoming 
e-mail,  stock  quotes,  news  flashes,  weather  or  whatever  else  you 
want.  Google's  goal  is  to  nudge  Microsoft  into  the  background. 
Out  of  sight,  out  of  mind. 

Audacious.  Of  course,  Microsoft  is  one  tough  competitor. 
Google  knows  this.  That's  why  it's  loading  up  on  cash.  F 


Visit  Rich  Karlgaard's  home  page  at  www.life2where.com 
or  e-mail  him  at  publisher@forbes.com. 
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Shredding  Their  Taxes? 


T 


Paper  gains:  Dunlap  and  Thorne. 


Ihe  Internal  Revenue 
Service  says  that  three 
California  investors 
who  sold  document- 
destruction  pioneer  Insta- 
shred  Security  Services  to  an 
Australian  firm  in  2001  used 
a  sham  shelter  to  avoid  taxes 
on  $60  million  in  capital 
gains.  Sellers  Donald  R. 
Thorne,  Issie  Rabinovitch 
and  Thomas  Dunlap  are  in 
the  U.S.  Court  of  Federal 
Claims  fighting  the  hill  plus  assessed  penalties  of  up  to  40%.  The 
feds  say  thai  the  men  used  eight  entities  they  created  and  a  dubi- 
ous $64  million  loan  to  increase  their  tax  basis  in  2000  and 
reduce  the  resulting  gain  and  taxes  due.  The  trio  replies  that  it 
was  motivated  by  "certain  asset  protection  and  estate  planning 
goals."  —Janet  Novack  and  William  P.  Barrett 

No  Pillow  Talk  Here 

Former  Nashville  Banner  publisher  Irby  C.  Simpkins  Jr.  is  in  U.S. 
Tax  Court  fighting  an  IKS  claim  that  he  owes  $6  million  in  back 
taxes  and  penalties  for  1998.  That's  when  he  sold  the  122-year- 
old  afternoon  paper  to  Gannett,  which  immediately  shuttered  it 
in  favor  of  its  morning  Tennessean.  Simpkins  booked  a  $32  mil- 
lion gain  from  the  deal.  But  thanks  to  a  tax  shelter  that  created 
$31  million  in  paper  losses — plus  other  losses — he  reported  no 
taxable  income  for  the  year  on  his  return.  The  feds  later  invali- 
dated the  shelter  as  abusive  but  also  ruled  that  Simpkins'  ex-wife, 
Peaches  Blank,  once  a  Tennessee  state  official,  is  an  innocent 
spouse  not  liable  lor  extra  taxes.  — /./V. 

Time  to  Rename  It  99  Excuses  Only 

In  two  years  shares  of  California  discount  retailer  99  Cents  Only 
Stores  have  fallen  71%  to  a  recent  $10.52,  knocking  founder 
1  )avid  ( iold  off  The  Forbes  400  list  despite  his  family's  owner- 


ship of  a  32%  stake.  One  factor:  a  botched  expansion  into  T 
The  225-store  chain  has  yet  to  file  financials  for  calendar 
2004  of  the  first  two  quarters  of  2005,  blaming  unresolved  i< 
with  auditors  over  lease  and  depreciation  accounting  like 
require  an  earnings  restatement  going  back  years.  The  com] 
"is  pleased  to  invite  all  shareholders  to  our  annual  meeting, 
Web  site  declares  cheerily.  Just  one  problem:  The  session, 
mally  held  in  June,  has  been  delayed  indefinitely.       — W. 

The  Zagat  Guide  to  Exports-Not! 

A  country  that  opens  a  new  diplomatic  mission  abroad  sc 
6%  to  10%  increase  in  sales  to  that  market,  a  new  study  < 
eludes.  UC,  Berkeley  economics  professor  Andrew  K.  I 
looked  at  exports  in  2002  and  2003  from  22  countries  to 
recipient  markets.  The  U.S.,  whose  economy  on  balance  < 
money  to  other  countries,  has  239  embassies  and  consul* 
compared  with  301  for  liny  Switzerland  and  461  for  the  e 
smaller  Netherlands,  which  both  have  positive  balances.  I 
used  data  from  restaurant  and  travel  guides  to  factor  out 
possibility  that  mission  locations  might  be  partly  the  resu 
personal  preferences  of  diplomats.  — Tatiana  Set 


Males  Have  All  the  Luck 

A  recent  academic  study  contends  fat  workers  with  compatr 
sponsored  health  plans  pay,  in  effect,  for  much  of  their  o\a 
medical  care  through  lower  wages.  Reviewing  federal  data  c 
6,000  full-time  workers  from  1989  to  1998,  Stanfor 
researchers  Jay  Bhattacharya  an 
^         M.  Kate  Bundorf  find  no  pay  diffe 
f/K^jjfL  ^      ential  based  on  avoirdupois  at  finr 
without  benefits.  Overweight  wome 

[/7tt^^5     *W      with  nealtn  insurance  are  penalize 
^fjM|§HK^I      more  than  hefty  men,  the  study  say: 
perhaps  partly  due  to  discriminatior 

I  ^HBSSSS^fc  but  also  because  women  hav 

higher  insurance  premiums.  —J.i 


How  Much  of  My  Tuition  Goes  to  the  Corner  Office  in  Old  Main? 


50-plus  college  presidents  paid  $500,000-plus  vary  even  more  when  enrollment  is  considered.  Below,  the  highest  per  head.  -W.P.I 


INSTITUTION/PRESIDENT 

 COMPENSATION 

TOTAL      PER  STUDENT 

INSTITUTION  PRESIDENT 

-COMPENSATION^] 
TOTAL     PER  STUDENT 

Hamilton  College/Eugene  Tobin 

$1,142,354 

$635.70 

Stevens  Tech/Harold  Raveche 

$696,965 

$153.25 

Gallaudet/I.  King  Jordan 

582,668 

370.42 

Johns  Hopkins/William  R.  Brody 

897,786 

144.13 

Lynn  U./Donald  E.  Ross  540.972 

• 

286.08 

U.  of  Tulsa/Robert  W.  Lawless 

509,999 

125.25 

CalTech/David  Baltimore 

587,505 

270.49 

Rice/Malcolm  Gillis 

602.019 

121.40 

Trinity  U./John  R.  Brazil 

646,842 

245.67 

RPI/Shirley  Ann  Jackson 

848,057 

102.61 

Philadelphia  U./James  Gallagher 

601,043 

194.32 

Bentley  College/Joseph  G.  Morone 

516,466 

91.04 

CompensoLor,  m  i    icluds  ona-»lme  payments  and  accrual  of  deferred  benefits.  Sources:  Chronicle  of  Higher  Education;  World  Almanac;  Forbes. 
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e  world  consumes  two  barrels 


Uli  iui  cvci  y  uqiici  uidwuvcicu. 


So  is  this  something  you  should  be  worried  about? 


i   *  i«  the  world  has  been  finding  less 
p  fact  is,  the  wo.  now_ 
[than  it's  been  «ing  for  tw^ty  y  ^ 
t  only  has  demand  hj  JJ *  D  ^ 
Le  been  finding^ commj     y    mofe  of 
k  tough  to  reach.  At  the  sam  t 

I  grow,  according  to  ^^economic 
very  possible  source. 

L  energy  industry  ^^.^r 
Listing  fields  while  co^nmng  to  ^ 
,ew  reserves.  Automaker  mus  co 
,mprove  fuel  ^'C.ency  and  per^c  y 
vehicles.  Technological  improvemen  ^ 
needed  so  that  wind.  *o\ar™W  J 
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Chevron  Steps  Taken: 


Thinking  to  the  future: 

-  Committing  over  $100  million 
every  year  on  renewable  energies, 
alternative  fuels  and  improving 
efficiency 

Finding  even  more  energy  today: 

-  In  2004,  achieved  exploration 
record  78%  higher  than  !0-year 
industry  average 

-  Using  steamflooding  to  extract 
heavy  oil  that  was  previously 
unrecoverable  -  more  than  1.3 
billion  barrels  from  one  field  alone 


Chevron 


Human  energy  " 
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On  My  Mind  :  

By  Richard  Conniff,  author  of  the  ape  in  the  Corner  Office:  understanding  the  workplace  beast  in  all  of  us  (crow^ 

The  Power  of  Apology 

What  corporate  managers  can  learn  from  the  animal  kingdom. 


BOSSES  OFTEN  THINK  THE  ONLY  LESSON  THEY  CAN  LEARN 
from  animals  is  how  to  roar  louder.  So  here's  a  surprising  idea: 
Animal  behavior  can  teach  you  how  to  resolve  conflicts  and  dras- 
tically cut  your  company's  legal  costs.  In  fact,  on  the  question  of 
tort  reform,  chimpanzees  have  a  better  answer  than  politicians. 

Chimps  are  masters  of  reconciliation,  a  behavior  first  wit- 
nessed by  primatologist  Frans  de  Waal  in  the  1970s,  after  a  rau- 
cous fight  between  two  high-ranking  animals.  The  dust  slowly 
settled — and  then  one  male  reached  out  to  his  rival,  fingers 
extended,  palm  upward,  an  offer- 
ing of  peace.  The  two  apes 
embraced.  It  was  a  reconciliation. 

A  stereotype  about  animals  is 
that  they  spend  all  their  time 
snapping  at  one  another  (a  lot 
like  some  office  workers).  But 
researchers  have  lately  identified 
dozens  of  species,  including  dol- 
phins and  hyenas,  that  also  kiss 
and  make  up.  Scientists  have 
begun  to  recognize  the  impor- 
tance of  reconciliations  for  people, 
too.  In  the  past  social  psycholo- 
gists often  studied  human  behav- 
ior in  laboratory  situations,  so 
they  hardly  ever  saw  postconflict 
rapprochements.  The  idea  that  it 
could  be  a  natural  behavior  defied 
conventional  wisdom.  Corporate 
executives  built  careers  on  the 
motto:  "Never  apologize,  never 
explain." 

But  apologies  are  serious 
business.  Corporate  managers 

wouldn't  be  spending  42%  of  their  time  mediating  workplace 
disputes  if  their  fellow  workers  understood  the  natural  healing 
power  of  the  words  "I'm  sorry."  An  apology  can  also  miracu- 
lously transform  a  client's  hostility  into  honey. 

For  instance,  the  Veterans  Affairs  Medical  Center  in  Lex- 
ington, Ky.  has  a  policy  of  admitting  medical  errors,  apologiz- 
ing for  them  and  initiating  a  claim — even  when  the  family 
itself  has  no  idea  medical  error  contributed  to  a  patient's 
death.  Skeptics  predicted  that  "extreme  honesty"  would  be  a 
liability  nightmare.  But  legal  costs  at  the  hospital  are  now 
among  the  lowest  in  the  VA  system.  An  honest  apology  appar- 
ently relieves  suspicion  and  a  sense  of  injury  in  the  hearts  of 


"An  apology  can  miraculously  transform  a 
client's  hostility  into  honey." 


malpractice  victims  and  their  families. 

People  may  hesitate  because  they  equate  the  words  " 
sorry"  with  a  guilty  plea.  Under  U.S.  law  an  apology  is  protei 
from  use  as  evidence  in  only  one  circumstance — when  dire 
linked  to  a  cash  settlement  offer.  This  encourages  only  th 
apologies  that  are  "least  therapeutic  or  sincere,"  accordin; 
Daniel  W.  Shuman,  a  professor  at  Southern  Methodist  Uni' 
sity  School  of  Law.  The  structure  of  compensation  for  lawy 
who  typically  take  a  percentage  of  any  legal  settlement,  also 

courages  apologies.  One-thirc 
"I'm  sorry"  will  not  buy 
lawyer  a  tuna  sandwich  for  lur 
On  the  other  hand  mi 
states  have  recently  passed  la 
making  an  apology  or  a  sta 
ment  of  sympathy  or  bene1 
lence  inadmissible  as  evidei 
against  the  defendant,  in  at  It 
some  circumstances.  And  desp 
the  legal  risk,  some  compan 
now  recognize  the  redeem 
character  of  a  good  apology- 
least  because  victims  and  jur 
often  accept  it  as  grounds  1 
reducing  any  damage  award. 

The  Toro  Company,  a  Mii 
nesota  manufacturer  of  snc 
blowers  and  lawnmowers,  used 
follow  standard  "deny  ai 
defend"  practice,  and  its  produ 
liability  costs  soared.  But  in  19' 
it  sv/itched  to  a  more  conciliato 
approach.  Now,  when  the  con 
pany  hears  about  a  produc 
related  accident,  it  immediately  sends  staff  to  visit  the  famil 
They  begin  by  expressing  regret:  "Setting  aside  the  question 
who's  at  fault,  we  want  you  to  know  that  we  feel  terrible  that  th 
happened.  We're  going  to  do  our  best  to  resolve  this  thing  an 
make  sure  it  doesn't  happen  again."  Toro  says  the  conciliatoi 
approach  has  halved  the  time  it  takes  to  settle  a  claim  and  ci 
the  average  cost  from  $1 15,620  in  1991  to  $35,000  in  2004. 

Politicians  want  to  limit  a  victim's  right  to  sue.  But  smart  com 
panies  will  pay  attention  to  chimpanzees  instead.  By  1 999  an  intu 
tive  understanding  of  the  natural  history  of  "I'm  sorry"  had  save 
Toro  $75  million — and  earned  the  considerable  goodwill  tha 
comes  when  you  do  the  right  thing.  I 
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You 

never  actually  own 
a  Patek  Philippe. 


You  merely  take 
care  of  it  for 
the  next  generation. 


PATEK  PHILIPPE 

GENEVE 

Begin  your  own  tradition. 


F  E  R  G 


follow-Through 


OCTOBER  18,  2004 


Drilling  for  Dollars 


L 


ast  year,  when  oil  seemed  pricey  at  $45 
a  barrel,  we  wrote  that  top  producers 
I  like  Chevron  would  move  to  maxi- 
mize profits  by  quickly  drilling  more  wells. 
They're  drilling  away,  and  the  global  oil 
supply  has  expanded  2.4%  to  84  million 
barrels  a  day,  according  to  the  Department 
of  Energy.  But  with  China  and  the  U.S. 
using  ever  more  petroleum,  supply  still 
trails  demand  by  260,000  barrels,  and  $70 
oil  is  the  result.  Most  of  the  added  supply 
comes  from  Saudi  Arabia,  not  from  oil 
companies.  Chevron,  despite  heightened 
exploration,  saw  its  oil  production  slip  6% 
in  the  first  half.  To  maintain  growth  the 
company  had  to  fight  to  buy  Unocal.  By  20 10  production  capacity  will  increase 
by  as  much  as  16  million  barrels  a  day,  says  a  study  by  Cambridge  Energy 
Research  Associates.  That  might  keep  a  lid  on  further  price  escalation.  But  now 
that  OPEC  sees  that  the  world  doesn't  stop  when  oil  hits  $70,  there  is  little  chance 
we  ever  will  enjoy  $45  oil  again.  — Christopher  Helman 

OCTOBER  4,  2004 


Big  Yellow's  Red  Tide 


■  t's  a  year  since  we  chronicled  DHL's  attempt  to  break  up  the  FedEx-UPS 
I  duopoly,  and  the  red  ink  still  gushes.  DHL's  combined  losses  in  18  months  total 
I  a  hefty  $870  million — a  far  cry  from  the  break-even  numbers  executives  at  DHL 
parent  Deutsche  Post  World  Net  predicted  last  year.  DHL's  main  problem:  failure 
to  smoothly  integrate  Airborne  Express,  which  Deutsche  Post  bought  for  $1  bil- 
lion in  2003.  To  stem  the  red  tide,  earlier  this  year  Deutsche  Post  shipped  over 
John  Mullen,  the  architect  of  DHL's  recent  success  in  Asia,  to  Plantation,  Fla.  to 
run  the  U.S.  business.  Mullen's  strategy  of  raising  prices  when  contracts  come  up 
for  renegotiation  has  borne  some  fruit,  with  American  revenue  growth  rising  to 
8%  last  quarter.  — Deborah  Orr 

AUGUST  16,  2004 


Pension  Police 


San  Diego  City  Attorney  Michael  Aguirre  has  filed  a  malpractice  complaint 
against  Callan  Associates  that  reads  a  lot  like  our  expose  of  the  consulting 
giant's  work  for  the  city's  employee  pension  fund.  Among  the  claims  in 
both  our  story  and  the  suit:  Callan  recommended  six  large-cap  growth  man- 
agers that  had  paid  it  as  much  as  $500,000  each;  Callan  supported  the  use  of 
Lincoln  Capital  Management  despite  Lincoln's  ranking  in  the  bottom  8%  of 
money  managers;  and  it  failed  to  disclose  its  financial  relationships  with  brokers 
it  favored.  Callan  denies  any  wrongdoing. 

— Neil  Weinberg 


85  YEARS  AGO  IN  FORBES  I  OCTOBER  2.  I920I 

One  Dollar,  One  Vote  You  can  i 

fight  bombs  with  bayonets.  Bombs  must  b> 
fought  by  correcting  conditions  needing  cor 
rection  and  by  education.  The  cure  for  anarch' 
isn't  autocracy,  but  twenty-four-carat  democ 
racy.  America  isn't  suffering  from  too  mud 
democracy,  but  from  too  little.  Democracy  ir 
industry  has  not  kept  pace  with  democracy  ir 
government.  Those  who  run  our  governmen 
are  not— except,  very  properly,  in  war-time- 
autocratic,  are  not  highhanded,  are  not  intoler- 
ant. Can  the  same  be  said  of  all  those  who  rur 
our  financial,  industrial,  public  utility  and  othei 
enterprises? 

55  YEARS  AGO  IN  FORBES  I  SEPTEMBER  15,  I950 

Business  Collapse  Unlike  a  prize 

fighter,  the  business  man  cannot  be  physically 
trained  to  his  job.  Mind  is  not  muscle.  It  cannot! 
be  trained  to  absorb  emotional  shock  after 
shock— nor  the  merciless  battering  of  anxietiesi 
and  tensions.  Above  all,  the  mind  cannot  be 
conditioned  to  spar  with  the  many-armed  Godi 
of  Business  day  after  day  without  tiring,  with- 
out sinking  to  the  canvas,  without— all  too  fre- 
quently—tragically collapsing. 

25  YEARS  AGO  IN  FORBES  I  SEPTEMBER  15,  1980 

Delta  Force  Delta  Air  Lines  is  the 

*■*        -^M      ■IPr   youngest  major 
airline  of  all  where 
^         "s  ^^Kgm*^   'r  rea"y  counts  — 
■  4/  the  age  of  its  air- 

,    s  ~~    planes— and  both  it 

t  ^»^r  '  and  its  unprepos- 
sessing chief  exec- 
I  utive,  David  Clyde 
Delta  chief,  David  Garrett.  Garrett  Jr.,  are  on 
the  make.  It's  this 
simple:  Delta  is  well  on  its  way  to  overtaking 
the  five  U.S.  airlines  larger  than  itself  and 
assuming  a  place  as  the  nation's  number  one 
airline  sometime  around  the  end  of  this 
decade.  All  of  the  nation's  ten  "trunk"  airlines 
have  more  debt  on  their  books  than  equity, 
except  Northwest  Airlines  and  Delta,  which 
have  next  to  none.  Delta  is  perennially  at  or 
near  the  top  in  profit  margins,  and  it  was  the 
only  one  of  the  majors  to  make  money  at  all  in 
the  first  half  of  this  year. 
In  an  effort  to  stave  off  bankruptcy,  Delta 
recently  sold  a  regional  subsidiary  to  SkyWest 
for  $425  million. 


50     FORBES"  September  19,  2005 


You  are  your  output.  So  get  tne  printer  max  neips  yuu  uu  umb  wum  u.  mcuo  uTO  thinking  behind  Sa 
CLP-510N  color  laser,  and  why  we  put  20  years*  of  knowledge  into  every,  part  of  it.  Because  when  your  image 
is  on  paper,  it  should  be  as  interesting  as  your  imagination,  www.samsung.com/colorprinter 


1 


Samsung  printers. 

Samsung.  Inside  and  out. 


 -nsting  Electronics  America,  Inc.  Samsung  Is  a  registered  trademark  of  Samsung  Electronics  Co.,  Ltd. 

uniulated.  'Samsung  Electronics  Co..  Ltd. 


INSURANCE 


RETIREMENT  PLANNING    \     EDUCATION  FUNDING   \_  ESTATE  PLANNING 


There  are  times  in  life  when  you  could  really  use  expert  financial 
advice.  For  more  than  145  years,  Northwestern  Mutual  and  its 
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Muzzling  the  Pit  Bulls 

rporate  America  finally  pushes  back  at  state  attorneys  general  who  hire  plaintiff 
wyers  to  prosecute  their  highest-profile  cases  By  Nathan  Vardi 


N  SUING  DRUGMAKERS  SCHERING- 
Plough,  Abbott  Laboratories,  Phar- 
macia and  others,  charging  they  de- 
frauded state  Medicaid,  the  attorney 
general  of  Ohio,  James  Petro,  turned 
.  hired  gun:  Stanley  Chesley,  one  of 
fiercest  plaintiff  lawyers  in  the  state. 
Chesley  agreed  to  forgo  any  legal  fees 
n  the  state  for  a  shot  at  a  huge  payoff 
e  wins  the  case — up  to  a  19%  cut  of 
award  or  settlement.  He  is  a  political 
gmaker  in  the  state  and  is  close  to 
o  in  particular:  Early  this  year  Ches- 
hosted  a  fundraiser  at  his  home  for 
ro,  who  is  running  for  governor. 
Cozy  ties  between  state  attorneys 
leral  and  hungry  tort  lawyers  have 
wn  like  hothouse  mushrooms  since 
y  allied  to  force  a  tobacco  settlement 
L998,  in  which  hired  hands  got  ciga- 
:e  makers  to  pay  a  $246  billion  settle- 
nt  to  50  states — and  walked  away 
h  $13  billion  in  fees.  Eager  to  feast  at 
!  trough,  private  lawyers  now  pitch 
ir  skills  to  help  states  take  on  the  paint 
lustry,  gunmakers  and,  in  the  latest 
ve,  drug  giants.  Most  of  the  20  states 
l  rsuing  Medicaid  fraud  cases  against 

Pharma  have  hired  contingency-fee 
vyers  to  do  it  for  them. 
Now  comes  the  backlash.  Lawmakers  in 
nnecticut,  Minnesota,  Colorado  and  four 
ler  states  have  passed  laws  restricting  such 
angements  by  requiring  open  bidding 
d  the  approval  of  elected  officials  when 
outside  lawyer  would  get  more  than  $1 
illion  working  for  the  state.  Lawmakers  in 
ississippi,  New  Mexico  and  Pennsylvania 


are  pushing  bills  to  do  the  same. 

Business  also  has  high  hopes  for  a 
challenge  to  be  heard  this  fall  by  Pdiode 
Island's  highest  appeals  court,  involving  a 
lead-paint  lawsuit.  BP's  Atlantic  Richfield 
unit,  NL  Industries  and  Sherwin-Williams 
will  argue  that  the  contingency-fee  setup 
violates  their  right  to  due  process  by  hand- 
ing over  state  powers  to  lawyers  who  have 
a  financial  interest  in  the  outcome. 


The  case  grew  out  of  a  tort  suit  the 
state  filed  against  the  pigmentmakers  at 
the  behest  of  an  outside  hit  man:  lawyer 
Ronald  Motley,  a  leader  in  the  tobacco 
wars,  whose  firm  pitched  the  paint  suit  to 
the  Rhode  Island  attorney  general  in 
1999.  Paint  containing  lead  was  banned 
in  1978.  Old  lead  paint  can  chip  off  and 
be  ingested  by  children,  causing  serious 
brain  damage.  Up  to  now  Rhode  Isbnd 
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law  required  only  that  property  owners 
keep  the  lead  paint  well  maintained  to 
prevent  chipping. 

But  the  state,  prodded  by  Motley's 
team,  sought  to  have  all  lead  paint  declared 
a  public  nuisance  and  to  force  companies 
to  pay  for  cleanup,  at  a  cost  of  $1  billion  or 
more.  The  deal  assured  Motley's  firm  a  fee 
of  16.7%  of  any  windfall  and  let  the  lawyers 
pick  which  firms  the  state  would  sue,  the 
companies  assert. 

The  state  suit  ended  in  a  hung  jury  in 
2002  and  is  set  for  retrial  in  October.  But  a 
key  issue  in  the  case — the  companies 
charge  the  attorney  general  illegally  handed 
over  his  authority  to  a  self-interested  am- 
bulance-chaser— could  go  before  the  state 
supreme  court  this  fall.  The  state's  lawyers 
"say  all  lead  paint  is  a  public  nuisance,  I 
have  no  doubt,  to  dramatically  expand  the 
possibility  of  money  damages,"  says  Bonnie 
J.  Campbell,  a  former  Iowa  attorney  general 


who  is  a  paid  adviser  to  the  defendants. 

But  Rhode  Island  Attorney  General 
Patrick  Lynch  says  using  private  lawyers 
stretches  his  resources.  His  13  staff  lawyers 
couldn't  possibly  fight  the  corporate  titans 
that  caused  "the  most  severe  environmen- 
tal health  problem"  in  the  state,  he  says.  BP, 
NL  Industries,  Sherwin-Williams  and  six 
other  companies  have  120  lawyers  con- 
ducting hundreds  of  depositions  and  mak- 
ing 2,000  filings. 

Adds  John  McConnell,  a  partner  at 
Modey's  firm  who  leads  the  state's  case:  "I 
think  it's  baloney"  when  the  companies  say 
their  rights  were  violated.  "We  have  been 
putting  up  with  the  pigment  industry's 
crap  for  the  last  ten  years." 

Plaintiff  attorneys  who  cozy  up  with 
state  AGs  suddenly  have  a  powerful  client  on 
whose  behalf  they  can  sue,  have  state-sanc- 
tioned subpoena  power  and  the  authority 
to  investigate.  The  U.S.  Supreme  Court  and 


California's  highest  court  have  rev 
cases  based  on  such  intermingled  publi 
private  interests.  In  1987  the  U.S.  < 
threw  out  the  conviction  of  a  counter 
of  Louis  Vuitton  handbags  because  the 
rial  prosecutors"  were  Vuitton  lawyers 
were  to  get  $750,000  if  they  won. 

No  problem — other  joint  effort 
on  the  way.  "We  have  been  in  contact 
attorneys  general  regarding  obesity  si 
says  George  Washington  University 
fessor  John  F.  Banzhaf,  who  has  been 
of  the  first  fat  and  obesity  suits 
against  McDonald's.  Delaware  Atto 
General  M.  Jane  Brady  says  continge 
fee  lawyers  continually  pitch  her  dub 
suits.  "I  have  been  solicited  many  til 
mostly  related  to  product  liability  the< 
like  thimerosal,  the  mercury  in  vaccir 
Brady  says.  Hey,  whatever  works. 


Additional  reporting  by  Daniel  Fisher. 


NUMBERS  GAME 

Mutiny  on  the  FedEx  Truck 

Is  a  package  deliverer  an  independent  contractor  or  an 
employee?  A  truckload  of  money  is  at  stake. 

By  Elizabeth  MacDonald 


FEDEX  FOUND  A  SMART  WAY  TO 
compete  with  United  Parcel  Service 
in  ground  delivery.  In  lieu  of  hourly 
truck  drivers,  it  would  use  independent 
contractors  in  its  FedEx  Ground  divi- 


sion, paid  for  results  but  responsible  for 
their  own  vehicles,  fuel  and  overhead. 
In  that  way  they  would  be  like  the  milk- 
men of  yore,  or  like  many  a  RE/Max 
Realtor,  Allstate  insurance  salesman  or 


newspaper  deliverer  of  today. 

Or  maybe  not  so  smart.  After  accl 
ing  FedEx  contracts,  contractor-dri'l 
have  filed  28  lawsuits  in  22  states,  rrl 
seeking  class  action  status,  covering  as  m 
as  7,000  current  and  former  drivers,  pi; 
tiff  lawyers  say.  Arguing  they're  not  gi 
full  autonomy,  they're  demanding  expe 
reimbursement,  overtime  and  benefit. 
FedEx,  which  earned  $1.4  billion  in  fi 
2005,  has  to  classify  all  14,000  ground-i 
drivers  as  employees,  the  pretax  hit  co 
be  in  the  neighborhood  of  $1.4  billi 
taken  over  several  periods,  figures  Br 
Hamilton,  chief  executive  of  ProfitCent 
financial  research  company.  And  that's  o 
for  payroll  taxes,  health  insurance,  wo 
ers'  comp,  gas  and  overtime.  The  figi 
doesn't  include  things  like  retireme 
benefits  and  paid  vacations.  FedEx  faces 
significant  financial  risk,"  but  investi 
wouldn't  know  that  because  it  has  disclo? 
"the  bare  minimum,"  Hamilton  adds. 

Aren't  these  litigious  drivers — as  ma 
as  half  the  total  number  of  Fed 
contractor-drivers  in  the  U.S.,  Puerto  Ri 
and  Canada — asking  to  have  their  ca 
after  already  having  eaten  it?  Yes  and  r 
Say  an  indie  gets  $80,000  for  running 
120-mile-a-day  route  for  250  days  a  ye 
Out  of  this  sum  he'd  spend  an  estimat 
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The  true  test  of  a  Trusted  Ally  is  how  well 
they'll  help  you  weather  the  storm. 


It  s  Chubb 


Or  it's  Chance. 


For  the  company  that  understands  that  top  management  is  an  invaluable  company  asset,  Chubb  is 
!the  obvious  choice.  We  offer  a  broad  range  of  comprehensive  and  cutting-edge  executive  protection 

products,  including  Directors  and  Officers  Liability,  Professional  Liability,  Employment  Practices  Liability, 
,as  well  as  protection  against  employee  crime.  Knowing  you've  got  an  insurer  with  world-class  financial 
(strength  is  important,  but  knowing  that  Chubb's  claims-handling  reputation  is  the  best  in 
:the  business  is  even  more  reassuring.  You  have  a  valuable  ally  when  you  have  Chubb  at 
iyour  side,  and  that's  something  to  remember  when  the  business  forecast  turns  stormy. 


CHUBB 


EXECUTIVE  PROTECTION  •  FINANCIAL  INSTITUTIONS  •  HEALTH  CARE  •  PROFESSIONAL 
For  more  information,  contact  your  local  agent  or  broker  or  visit  www.chubb.com/ads. 

Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued  Chubb.  Box  1615.  Warren.  NJ  07061-1615 


front 

$40,000  on  vehicle  insurance,  gas,  leasing 
costs,  health  insurance,  retirement  and  So- 
cial Security  and  Medicare  taxes.  The 
$80,000  income  in  this  hypothetical  (from 
FedEx)  sounds  pretty  good,  but  it's  equal  to 
a  salaried  job  of  only  $40,000  or  so,  versus 
$70,000  for  a  UPS  driver.  Thus  the  drivers 
say  they  have  to  work  12  hours  a  day  to 
make  money. 

Many  of  the  drivers  say  they  want  a 
payout  comparable  to  what  their  salaried 
employee  counterparts  get  at  FedEx.  If  it 
weren't  for  the  dispute,  this  would  be  a 
success  story  for  FedEx.  Since  FedEx 
acquired  the  ground  delivery  service  (that 
is,  delivering  packages  that  were  never  in 
an  airplane)  in  1998,  sales  have  more  than 
doubled  to  $4.7  billion  in  annual  revenue. 
The  flood  of  litigation  came  after  a  supe- 
rior court  judge  in  California  issued  an 
interim  ruling  last  year  that  FedEx  should 
reclassify  these  contractors  as  employees. 
State  labor  boards  in  New  Jersey  and 
Montana  have  made  similar  findings. 

Robert  McDaniel,  a  Concord,  N.H.  at- 
torney representing  the  drivers  in  one  of  the 
lawsuits,  points  to  telltale  features  of  an  em- 
ployer/employee relationship:  FedEx  tells 
them  how  to  operate  their  trucks  and  de- 
liver packages,  makes  them  wear  uniforms 
with  company  logos,  has  them  report  daily 
to  FedEx  hubs  and  fires  them  for  failing  to 
follow  company  policies.  FedEx  counters 
that  the  drivers  aren't  employees  because 
they  can  sell  their  routes,  don't  have  specific 
start  and  finish  times  and  "have  tremen- 
dous opportunities  to  grow  their  own  busi- 
nesses," says  FedEx  Ground  spokesman 
Perry  Colosimo.  "We've  got  several  hun- 
dred contractors  who  grossed  over  a  quar- 
ter-million dollars  last  year."  Colosimo  also 
says  FedEx's  disclosures  are  appropriate. 
Robert  Ostrov,  FedEx  Ground's  vice  presi- 
dent of  contractor  relations,  downplays  the 
situation,  saying  only  36  current  drivers 
have  filed  suit  seeking  class  action  status. 

Some  drivers  claim  FedEx  is  retaliating 
against  them  for  suing.  Just  8  of  the  29 
drivers  who  joined  a  New  Hampshire  suit 
are  still  working  at  FedEx.  Those  who  left 
say  FedEx  harassed,  intimidated  or  fired 
them  in  response  to  the  suit.  Ostrov  says 
he  doesn't  believe  FedEx  "is  harassing" 
these  contractors,  adding  "we  wouldn't  tol- 
erate any  inappropriate  behavior."  F 


FOOL'S  GOLD 


HERE'S  A  SWELL  NEW  INVESTMENT  IDEA:  SOMETHING  CALLED  EARTHI 
Mineral  Solutions  will  sell  you  mineral  claims  on  19,200  acres  of 
federal  land  20  miles  south  of  Las  Vegas  for  $30,000  an  acre.  For  a 
$150  per- acre  registration  fee,  Earthly  Mineral  established  the  claims) 
in  2003.  Why  the  steep  markup?  The  land  is  so  rich  in  magnesium 
and  calcium  that  you  can  reap  a  windfall  once  the  Bureau  of  Land 
Management  decides  to  sell  the  land  and  buy  out  your  claims,  says 
Earthly  Mineral's  co-owner,  Roy  Higgs.  "Everybody's  gonna  make  a 
lot  of  money,"  he  promises. 

Already  144  people — lured  by  radio  ads,  real  estate  brokers  and 
sales  pitches — have  bought  mineral  rights  for  up  to  3,000  acres  from 
Higgs.  Beyond  the  prospect  of  a  casinolike  bonanza,  the  main  hook 
here  is  tax  deferral  through  a  1031  exchange,  a  tax  code  wrinkle  that 
lets  a  seller  avoid  capital  gains 
taxes  if  he  quickly  reinvests 
the  profits  in  a  like  prop- 
erty, whether  it  is  a  sec 
ond  home  or  any 
property  owned  for 

trade  or  business      £  A  'viJ  A\ 

or  investment 
purposes. 

Just  one  prob- 
lem: The  Bureau 
of  Land  manage- 
ment currently  has 
no  plans  to  sell  the 
land  because  the 
acreage  is  outside 
areas  designated  for  sale. 
Congress  would  have  to 
order  the  bureau  to  get  rid  of 
the  land,  says  Mark  Chatterton,  a 
bureau  assistant  field  manager  in  Las  Vegas. 

Don't  worry,  insists  Higgs,  62,  a  longtime  promoter  whose  back- 
ground includes  a  $15,000  fine  in  1991  from  the  Arizona  Corporation 
Commission  for  fraud  and  the  sale  of  unregistered  securities.  (Higgs 
chalks  that  up  to  "bad  advice  from  a  lawyer.")  Higgs  also  filed  for 
personal  bankruptcy  in  1982.  If  the  government  doesn't  sell  the  land, 
Higgs  claims,  investors  can  still  benefit  from  a  $2,400  per  acre  annual 
fee  that  Earthly  Mineral  says  it  pays  to  investors  for  the  right  of  first 
refusal  to  mine  the  land  itself.  Meantime,  Higgs  says,  the  claims  will 
continue  to  rise  in  value. 

David  Frazee  hopes  so.  The  retired  chemist  from  Henderson,  Nev. 
bought  rights  from  Higgs  two  years  ago  and  believes  his  investment  is 
now  worth  more  than  $2  million.  Good  luck.  The  Bureau  of  Land 
Management  is  investigating  Earthly  Mineral  and  plans  to  turn  over 
its  findings  to  the  U.S.  Attorney  General's  office.  — Helen  Costert 
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They  need  more  capacity  from  fewer  servers. 
It's  up  to  you  to  find  a  way  to  do  it. 

(You  seem  surprisingly  unfazed.) 

When  you  need  to  upgrade,  your  storage  system,  it's  nice  to  know  you  can  count  on  CDW.  Our  account  managers  and 
product  specialists  can  get  you  quick  answers  to  questions.  And  with  fast  shipping  and  access  to  the  industry's  largest 
in-stock  inventories,  you  can  be  sure  to  get  the  storage  products  you  need  when  you  need  them.  So  give  us  a  call  and  find 
out  first  hand  how  we  make  it  happen.  Every  order,  every  call,  every  time. 
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INTERNET 

VoIP  And 

Vanish 

Elusive  scammers  are  suddenly 
an  unavoidable  hazard  in  one 
of  the  hottest  new  tech  trends. 
By  David  Armstrong 

JEREMY  MCNAMARA  KNEW  SOME- 
thing  was  up  when  he  saw  the  odd 
trail  of  calls  to  Liechtenstein.  A  cus- 
tomer in  Austria  ran  a  scam  using  the  Nu- 
Fone  Network,  McNamara's  startup  in  the 
booming  business  of  VoIP,  to  route  calls 
to  premium  numbers  (similar  to  1-900 
numbers)  in  the  200-year-old  principality 
known  for  its  discreet  bankers. 

Voice  over  Internet  Protocol  service  is 
gaining  fast — and  scams  are  growing 
right  along  with  it.  By  year-end  3.2  mil- 
lion people,  triple  the  year-ago  total,  will 
use  VoIP  rather  than  plain  old  telephone 
service,  says  the  Yankee  Group.  Many  of 
the  hundreds  of  new  VoIP  operators  rely 
on  open  software  standards  and  lack 
security  savvy.  Now  the  bad  guys  are  find- 
ing it  easy  to  divert  calls  for  their  own 
purposes  and  wreak  havoc  anonymously. 

"It's  going  to  get  a  lot  worse  before  it 
gets  better,"  says  McNamara,  founder  of 
NuFone,  in  Detroit.  He  had  signed  an 
Austrian  reseller  to  a  bulk  deal  at  9  cents  a 
minute.  NuFone  was  paid  $20,000  over 
six  weeks  to  route  the  client's  customers 
over  the  Internet  via  NuFone's  links  to 
big  carriers  like  Global  Crossing. 

In  came  the  calls  to  Liechtenstein,  to 
several  dozen  $1.90-per-minute  numbers 
set  up,  he  thinks,  by  the  Austrian  himself. 
Then,  McNamara  believes,  the  guy 
cranked  out  the  pricey  minutes,  collected 
the  charges  and  disappeared,  sticking 
NuFone  with  a  $450,000  bill  owed  to  the 
carrier  that  had  zapped  the  calls  to 
Liechtenstein. 

"He  would  manipulate  call  times  and 
durations  to  avoid  detection.  It  was  a 
work  of  art,"  McNamara  says.  He  is  dis- 


"He  would  manipulate  call  times  and  duratio 
to  avoid  detection.  It  was  a  work  of  art." 


puting  the  charges,  but  it  is  unclear 
whether  he  can  get  out  of  the  obligation. 

Another  small  VoIP  player  found  a 
scammer  had  hijacked  calls  to  a  pizza 
shop,  spending  part  of  a  day  taking  pizza 
orders — and  credit  card  numbers.  At 
Teliax,  a  tiny  VoIPer  in  Denver,  for  a  brief 
time  one-third  of  new  customer  sign-ups 
were  for  scams,  says  President  David  Aid- 
worth.  An  enterprising  client  in  Vietnam 
resold  Teliax's  service  for  cash.  Aldworth 
cut  off  all  service  to  Egypt,  Sudan,  Iraq 
and  Saudi  Arabia  because  of  the  dramatic 
spike  in  phantom  customers  racking  up 
big  minutes.  A  credit  card  verification  sys- 
tem curbed  the  problem. 

Even  a  big  player,  Vonage,  with 
800,000  customers  in  the  U.S.,  is  said  to 
have  stumbled  upon  fraud,  though  it 
doesn't  want  to  talk  about  the  problem. 
Reportedly  it  is  filing  for  a  public  offering 
aimed  at  raising  $600  million. 

One  bit  of  potential  mischief  security 
experts  breathlessly  warn  of  is  voice 


spam,  unwanted  ads  that  show  up  as  n 
sages  in  a  user's  account.  VoIP  spar 
indecorously  called  "spit"  (spam  o 
Internet  telephony). 

VoIP  all  but  invites  wrongdoers,  v 
its  odd  combination  of  ubiqu 
anonymity  and  affordability.  Voice  on 
Net  can  cost  one-third  of  the  price  c 
regular  call  and  enables  nifty  features: 
incoming  call  to  one  number  can  bou: 
around  from  home  to  cell  phone  to  1; 
top;  ring  tones  can  be  tailored  to  let  > 
know  when  the  boss  is  calling;  a  starl 
in  Delhi  can  use  a  Palo  Alto  area  code. 

Stopping  chicanery  could  dictate  wh 
firms  survive.  VoicePulse,  a  VoIP  serv 
provider  in  North  Brunswick,  N.J.,  craf 
a  system  to  detect  suspicious  orders 
grading  each  new  customer  on  50  differe 
metrics  such  as  calling  location  and  billi 
address.  Fraud  is  down  by  95%,  says  Voi« 
Pulse  cofounder  Ravi  Sakaria,  but  "dev 
oping  it  was  no  small  task.  Smaller  firi 
will  just  end  up  shutting  their  doors." 
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ENERGY 

ThafsHot 

Michael  Gordon  has  figured  out 
how  to  get  rich  saving  electricity. 
By  Stephane  Fitch 

WITH  THE  MERCURY  PEAKING  AT 
96  degrees  in  New  York's  Cen- 
tral Park  on  an  afternoon  in 
late  July,  the  city  set  a  record  for  energy 
draw:  13  gigawatts.  That  is  equal 
to  the  generating  capacity  of  seven 
Hoover  Dams. 

During  spikes  like  this,  New  York's 
Consolidated  Edison  buys  expensive 
energy  from  peak- usage  power  plants, 
sending  the  wholesale  spot  price  of  a 
kilowatt-hour  of  energy — 3  cents  on  a 
cool  day — to  $  1  or  higher.  New  Yorkers 
never  notice  the  difference  because  the 
price  they  pay  hardly  varies  even  on  the 
hottest  day  of  the  year. 

The  discombobulated  pricing  is  a 
senseless  waste — and  it  might  make 
Michael  Gordon  rich.  His  $12.5  million 
(sales)  New  York  energy  services  shop, 
Consumer  Powerline,  is  New  York's 


largest  "aggregator"  of  elec- 
tricity-savings contracts. 

Twice  a  year  Gordon 
signs  up  huge  office  tenants 
(Morgan  Stanley  and  prop- 
erty manager  CB  Richard 
Ellis  are  two  big  clients)  to 
volunteer  in  advance  to  shut 
off  nonessential  lighting  or 
turn  down  a  building's 
chillers  a  bit  on  heavy  usage 
days. 

When  the  New  York 
State  power  grid  is  under 
stress,  Con  Ed  calls  in  the 
favor  with  Gordon  to  ease 
demand — and  pays  50  cents 
a  kilowatt  hour  for  the 
energy  he  saves.  That's  half 
the  price  of  juice  on  the  spot 
market.  In  addition,  Con  Ed 
writes  Gordon  and  his 
clients  a  check  based  on  the 
avoided  cost  of  building 
more  peak-usage  power 
plants. 

When  summer  heat  and 
lightning  storms  threatened 
power  lines  near  New  York 
on  July  27,  Con  Ed  called, 
and  Gordon's  clients  cut 
back  22  megawatts.  Morgan 
Stanley  got  entirely  off  the 
power  grid  by  shutting  off 
its  ticker  in  Times  Square  and  drawing 
the  energy  it  needed  to  run  its  office 
buildings  and  trading  desks  from  banks 
of  small  gas-powered  generators  in  its 
basement. 

Such  reductions  stave  off  rate  hikes 
for  Gordon's  clients.  They  saved  $2.5 
million  in  future  electric  bills  that  day. 
His  growing  customer  base  includes 
clients  in  California  and  Massachusetts, 
where  deregulation  has  been  sending 
retail  electricity  rates  skyward.  His  bun- 
dle of  energy-savings  contracts,  he  says, 
is  the  equivalent  of  an  80-megawatt 
emergency  power  station.  The  cost  of 
building  the  latter  can  run  up  to  $100 
million,  while  Gordon  invested  less  than 
$300,000  to  build  Consumer  Powerline. 

"The  power  plant  investors  get 
about  15%  returns  on  investment.  Our 
returns  are  close  to  infinite,"  he  says.  F 


MEDICAL  TECH 

Unfilled  Prescriptic 

Intel  wants  to  help  solve  the 
cost  crisis  in  U.S.  health  car 
Best  of  luck  to  you,  guys. 
By  Kerry  A.  Dolan 

BEFORE  A  CROWD  OF  THOUSA 
at  the  Intel  Developer  Forun 
San  Francisco  in  late  August,  1 
Vice  President  Louis  Burns  paint< 
stark  picture  of  the  future  of  U.S.  he 
care:  spiraling  costs,  preventable  dec 
unmanageable  piles  of  paperwork, 
solution:  Intel  Inside — the  hospital. 

The  game  plan  is  to  persuade  mec 
centers  to  buy  more  PCs  with  Intel  c 
and  to  peddle  two  new  products:  a  w 
less  tablet  notebook  for  doctors  anc 
in-home  small  laptop  for  Parkinsc 
patients  to  record  health  informati 
Intel  will  farm  out  production  to  otht 
Right  now  Intel  has  a  very  tiny  sh 
of  the  $6  trillion  spent  annually  on  he; 
care  worldwide,  probably  no  more  tl 
$1.5  billion,  says  ThinkEquity  ana! 
Eric  Ross.  Burns  says  he  has  "v 
specific"  revenue  goals  from  his  b< 
Chief  Executive  Paul  Otellini,  but 
won't  elaborate. 

Burns  has  thus  spent  most  of  this  y 
cozying  up  to  hospitals  and  governme 
around  the  globe,  advising  them  on 
advantages  of  wireless  connectivity  a 


Intel's  health  care  point  man:  Louis  Burns. 
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Imagine  a  global  financial  firm  with  the  heart  and  soul  of  a  two-person 
J  organization.  A  world-leading  wealth  management  company  that  sits 
,  ;  down  with  you  to  understand  your  needs  and  goals.  An  award-winning 
.,.  global  investment  bank  and  premier  global  asset  management  business 
II  dedicated  to  giving  you  the  most  personal  attention  at  every  level.  At 
(  UBS,  we  work  to  make  all  this  a  reality,  every  day.  Using  all  our  resources 
[I  as  one  of  the  world's  largest  financial  institutions  to  create  opportunities 
for  you.  But  always  taking  the  time  to  understand  your  needs,  so  you  can 
exploit  those  opportunities  with  confidence.  Global  financial  resources, 
intimate  financial  understanding.  You  and  us.  Think  of  it  as  the  most 
powerful  two-person  financial  firm  in  the  world,  www.ubs.com 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


You  &  Us 


UBS 
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other  tech  wonders.  "They  trust  us, 
because  we  don't  sell  anything  directly  to 
them,"  he  says. 

But  will  hospital  IT  buyers  insist  that 
Intel  chips,  rather  than  any  old  generic,  be 
inside  the  gear  they  buy?  Intel  is  "trying 
to  get  in  front  of  a  parade  that's  already 
begun,"  says  William  Strauss  of  research 
firm  Forward  Concepts  in  Tempe,  Ariz. 
"Hospitals  are  already  beginning  to  use 
more  technology." 

But  by  whatever  means,  Intel  must  deal 
with  the  slowdown  in  PC  unit  sales  from 
the  double-digit  pace  of  recent  years  to 
mid-single  digits  beginning  next  year. 
"What  business  are  you  going  to  get  into 
that's  going  to  generate  as  much  revenue  as 
the  PC  business?"  says  Linley  Gwennap  of 
the  Linley  Group  in  Mountain  View,  Calif. 

Intel's  Burns  gives  no  timetable  for 
success  in  health  care,  other  than  to  insist, 
"Revenue  is  nearer  term  than  you  think." 
Whatever  that  means.  F 
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,  JUST  HIT  I 
TH  AHUM 


This  just  in:  A  European  mute  swan 
attacks  jet  skiers  on  Devil's  Lake  out- 
side of  rural  Adrian,  Mich.,  provoked 
by  engine  noise  and  protective  of  his 
five  young  cygnets.  Wildlife  authori-  ' 
ties  decide  to  execute  swan  by  lethal  injection. 

Enter  tough  guy/animal  lover  GM  Vice  Chairman  Robert  A.  Lutz  and  his 
wife,  Denise.  Honorary  board  members  of  the  Michigan  Humane  Society, 
the  Lutzes  enlist  the  group's  lobbyist  to  appeal  for  clemency— to  no  avail. 
Death  looms  for  the  30-pound  bird.  "So  we  upped  the  ante  a  little  bit," 
says  Denise  Lutz.  They  offer  to  take  swan  and  mute  mate  to  their  150-acn 
spread  in  Ann  Arbor,  to  join  two  other  like  couples,  several  horses  and  a 
donkey.  The  lobbyist  takes  the  offer  to  Governor  Jennifer  Granholm's 
office.  Stay  of  execution  granted  Aug.  23. 

Lutz  won't  comment  on  his  specific  role  in  saving  the  savage  swan. 
"That's  Denise's  department,"  he  says.  But  there's  one  condition:  The 
Lutzes  agree  to  shake  the  swan's  eggs  each  year  to  prevent  more  of  the 
non-native  birds  from  hatching.  —Joann  Mulle 


AUTOMAKERS 


Who  Needs  Hybrids? 

Detroit  is  rolling  out  other  technologies  that  eventually 
will  deliver  more  fuel  savings  for  the  buck.  By  Joann  Muller 


WITH  GAS  PRICES  HURTLING 
toward  $3  a  gallon,  gas-electric 
hybrid  cars  get  a  lot  of  hype. 
Toyota's  hybrid  Highlander  SUV  gets  31 
miles  per  gallon  in  city  driving  versus  18 
for  the  conventional  model. 

But  improved  fuel  economy  is  costly: 


The  hybrid  costs  $6,590  more  than  the 
gas-powered  Highlander.  A  total  110,000 
hybrids  have  been  sold  in  2005  so  far,  but 
sales  of  even  a  million  a  year  would  have 
only  a  minimal  impact  on  the  country's 
fuel  consumption. 

As  a  counterplay,  automakers  are  in- 


^  — 

 (F* 

2006  Ford  Explorer  4x4 
$32,295 

14  city/20  highway 

A  new  three-valve,  V8 
engine,  coupled  with  a 
six-speed  transmission, 
boosts  fuel  economy  by 
up  to  10%  and  provides 
292  horsepower. 
Cost:  approximately  $400. 


2006  Jeep  Liberty  Sport  4x4 
$25,050 

21  city/26  highway 

Optional  turbo  diesel  engine 
provides  better  torque  and 
acceleration;  22%  improve- 
ment in  fuel  economy  over 
the  gas-powered  version; 
500  miles  on  a  single  tank. 
Cost:  approximately  $1,700. 


2006  Honda  Odyssey 
$30,795 

20  city/28  highway 

Optional  i-VTEC  engine 
automatically  shuts  down 
three  of  the  engine's  six 
cylinders  at  cruising  speed, 
boosting  fuel  economy 
10%  to  20%. 

Cost:  approximately  $100. 


traducing  some  less  expensive  fuel-sa\ 
technologies  that  may  save  more  gas  t 
hybrids  in  the  long  run,  simply  beca 
more  vehicles  would  use  them. 

Six-speed  transmission.  Adding 
more  gears  to  a  conventional  automc 
at  a  cost  of  $400,  adds  one  or  two  m 
per  gallon.  That's  only  a  modest  gain, 
Ford  predicts  half  of  all  vehicles  will  h 
a  six-speed  by  2015.  That  would  red 
U.S.  fuel  consumption  by  276  mill 
gallons,  or  0.2%  of  the  annual  total. 

Cylinder  deactivation.  These  new  i 
terns  shut  down  half  the  cylinders  i 
car's  engine  when  it  reaches  cruis 
speed.  The  technology,  at  less  than  $ 
per  vehicle,  lets  a  V8  engine  behave  kl 
fuel-sipping  four-cylinder.  Look  for  a  6 
to- 12%  fuel  improvement,  says  GM. 

Clean  diesel.  Chrysler's  diesel  Jeep  I 
erty  is  22%  more  fuel  efficient  than  its 
Liberty.  And  diesel  fuel  costs  only  a 
pennies  more  per  gallon  than  regular  ga 
line.  You'll  pay  about  $1,700  more  fc 
diesel  package. 

Unlike  hybrids,  these  new  tricks  o 
nothing  all  that  sexy.  "Nobody  is  goin^ 
brag  that  he's  got  a  six-speed  transmissic 
says  Lindsay  Brooke  of  consulting  firm  C 
Worldwide.  But  every  little  bit  helps. 
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Morning  commuter  or  innovative  original?  It's  all  a  matter  of  perspective.  At  The 
Standard,  we  do  more  than  offer  group  disability,  life  and  dental  insurance  and 

retirement  plans.  We  listen  to  our 
customers  and  then  deliver  products 


EMPLOYEE  BENEFITS 


and  services  featuring  the  benefits  they  value  most.  Take  a  fresh  look  at  your 
employee  benefits  plan.  You  may  see  some  unexpected  possibilities. 

LIFE     DISABILITY    DENTAL    RETIREMENT       STANDARD.COM   I  STANDARD-NY.COM 


fitandard  Insurance  Company,  headquartered  in  Portland,  Oregon,  is  licensed  in  all  states  except  New  York.  The  company  offers  life,  disability  and 
tal  insurance  products  and  retirement  plans.  Product  provisions  and  features  may  vary  by  state.  The  Standard  Life  Insurance  Company  of  New  York, 
headquartered  in  White  Plains,  New  York,  is  licensed  in  the  state  of  New  York  and  offers  group  life,  disability  and  dental  insurance  products. 


front 

CHINA'S  BEST  PLACES  FOR  BUSINESS 


THE  TOP  TEN 

1  Hangzhou 

A  Marco  Polo  favorite  ► 

2  Wuxi 

Industrial  hub  near  Shanghai 

3  Shanghai 

China's  international  business  capital 

4  Dalian 

Popular  among  Japanese  investors 

5  Beijing 

Hosting  the  2008  Summer  Olympics 

6  Suzhou 

Multinational  manufacturing  mecca 

7  Ningbo 

Big  port  rivals  nearby  Shanghai 

8  Nanjing 

Military  city  finds  new  success 

9  Guangzhou 

New  airport  boosts  appeal 

10  Shenzhen 

Booming  Hong  Kong  border  city 

The  thriving  eastern  China  city  of 
Hangzhou's  lush  hills  and  scenic 
lake  plus  a  pro-growth  business  en- 
vironment put  it  atop  FORBES 
CHINA'S  rankings  of  the  country's 
best  places  to  do  business  for  the 
second  year  in  a  row.  The  capital  of 
Zhejiang  province,  Hangzhou  is 


home  to  Internet  firms  including 
Alibaba,  which  just  landed  a  bil- 
lion-dollar-plus investment  from 
Yahoo  for  a  40%  stake.  Several  key 
players  in  China's  thriving  textile 
trade  are  based  there  as  well. 

A  weekend  playground  for 
interlopers  from  Shanghai,  the  city 


also  will  host  a  massive  travel  e:l 
in  2006  that  may  put  it  on  the 
world  map  as  an  exhibition  cen 
FORBES  CHINA'S  city  rankings  a 
based  on  market  size,  transport 
tion  infrastructure,  success  in 
attracting  private  investment  an 
other  factors.      — Russell  Flam 


ANNOYING  MARKETING 

Business  Scents 

Celebrity  fragrances  are  out  of  control.  Why  not 
eaux  de  toilettes  for  executives? 
By  Allison  Fass 

■  N  THE  FUTURE,  TO  PARAPHRASE  THE  LATE  ANDY  WARHOL, 
Bwill  everyone  have  his  or  her  15  minutes  of  ...  fragrance? 
I  These  days  almost  any  annoying  celebrity  merits  his  or  her 
own  scent,  in  an  artsy  bottle  and  sold  with  a  dash  of  cloying 
hyperbole.  Sarah  Jessica  Parker's  Lovely  came  out  last  month, 
described  as  "feminine,"  "classic,"  "romantic"  and  "everlasting." 

Britney  Spears  has  Curious.  In  February  Jennifer  Lopez  put 
out  her  third  perfume,  Miami  Glow.  Celine  Dion  and  Paris 


Hilton  named  smells  after  themselves.  Rumors  are  a  Made 
musk  is  coming. 

Sales  of  celeb  scents  approached  $100  million  last  year, 
of  a  $500  million  market  for  fragrances  linked  to  the  famou 
when  Nicole  Kidman  did  a  TV  commercial  cuddling  u 
Chanel  No.  5.  The  trend  is  so  overdone  that  the  actor  Alan  Ci 
ming  all  but  spoofed  it  with  his  eau  de  toilette,  Cumming 
to  embody  "sex,  Scotch,  cigars  and  Scotland."  Even  Dor 
Trump  has  The  Fragrance,  with  sales  of  more  than  $1  millio: 
its  first  month  last  year. 

Why  can't  other  barons  of  business  have  their  own  see 
too?  Kenneth  Hirst,  who  designed  the  sleek  botdes  for  Cel 
Belong  and  J.  Lo's  Still,  has  concocted  some  "business  i 
grance"  themes  for  Martha  and  Oprah.  We've  added  thi 
others. 


MARTHA  STEWART 


OPRAH  WINFREY 


FOREVER  HUMBLE 

Dandelions  from  prison 
yard.  The  green  of  the 

bottle  is  for  envy, 
wealth— and  gardening. 
The  bottle  also  expresses 
Marthas  penchant  for 
home  decoration  for  the 
holiday  season. 


RICHARD  T.  CLARK, 
Merck 


PHILIP  J.  PURCELL 

ex-Morgan  Stanley 


A  rich  liqueur  and  a 
luscious  fruit,  an 
indulgence  for  someone 
who  can  have  it  all.  Bottle 
has  subtle  variations  in 
glass  thickness 
to  reflect  Oprah's 
fluctuating  weight. 


MORNING  AFTER 

Men's  medicinal  cologne, 

with  hints  of  bourbon, 
eucalyptus  and  tuberose. 
Unusually  large 
pill-shaped  bottle  is 
light  and  precarious 
at  the  same  time. 


CACTUS 
A  prickly  blend  of 
pear,  cedarwood  and 
greenbacks,  for  the 
rugged  climber. 
Bottle,  fittingly,  is  shaped 
like  a  cactus  and  has 
eight  thorns  in  its  side. 


LARRY  PAGE  and 
SERGEY  BRIN,  Googl 


VORACIOUS 

Exultant  mix 
of  grapefruit,  lime, 
apple  and  berries,  fron 
fields  beyond  search. 
Bottle  is  shaped  like 
a  Las  Vegas  slot 
machine. 
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YOU  SEE  A  TAX  BILL. 
WE  SEE  A  TAX  BREAK. 

The  tax-free  leader1  can  help  you  keep  more  of  what  you  earn. 


FRANKLIN 
TAX-FF 


Franklin  tax-free  income  funds  are  designed  to  generate 
monthly  tax-free  income  while  preserving  your  capital." 
They  provide  strong  benefits  for  most  investors  in  the  25% 
federal  income  tax  bracket  or  higher  and,  as  part  of  a  diversified 
portfolio,  can  help  smooth  out  the  effects  of  market  volatility  on  your 
investments. 

As  the  nation's  largest  tax-free  fund  manager,  Franklin  frequently 
gets  first-call  on  new  municipal  bond  issues,  which  often  sell  out 
quickly.  And  because  we've  reviewed  thousands  of  new  debt  issues 
over  the  past  25  years,  we've  developed  a  unique  perspective  on  the 
municipal  bond  market. 

For  information  on  how  to  make  this  perspective  work  for  you, 
see  your  financial  advisor,  call  1-800-FRANKLIN  or  visit 
franklintempleton.com. 


FRANKLIN  TEMPLETON 
INVESTMENTS 

<  GAIN  FROM  OUR  PERSPECTIVE*  > 


I  FRANKLIN  FEDERAL  TAX-FREE 
INCOME  FUND 

jj  omingstar  Overall  Rating1"  7/31/05  -  Claaa  A*** 

Overall  k  k 

but  of  247  U.S.-domiciled  Muni  National  Long  Funds 


Before  investing  in  Franklin  Federal  Tax-Free  Income  Fund,  you  should  carefully  consider  the  fund's 
investment  goals,  risks,  charges  and  expenses.  You'll  find  this  and  other  information  in  the  fund's  prospectus, 
which  you  can  obtain  from  your  financial  advisor.  Please  read  the  prospectus  carefully  before  investing.  Past 
performance  does  not  guarantee  future  results. 

Morningstar  Ratings  measure  risk-adjusted  returns.  The  Overall  Morningstar  Rating""  for  a  fund  is  derived 
from  a  weighted  average  of  the  performance  figures  associated  with  its  3-,  5-  and  10-year  (if  applicable)  rating 
metrics.  The  Fund  was  rated  against  247,  222  and  153  funds  and  received  Morningstar  Ratings  of  4,  4  and  4 
stars  for  the  3-,  5-  and  10-year  periods,  respectively. 

Franklin  Templeton  Distributors,  Inc.,  One  Franklin  Parkway,  San  Mateo,  CA  94403. 


id  prices  generally  move  in  the  opposite  direction  from  interest  rates.  As  the  prices  of  bonds  in  a  fund  adjust  to  a  rise  in  interest  rates,  the  fund's  share  price  may  decline, 
lurce:  Strategic  Insight,  6/30/05.  Based  on  long-term  tax-free  income  fund  assets. 

:or  investors  subject  to  the  alternative  minimum  tax,  a  small  portion  of  fund  dividends  may  be  taxable.  Distributions  of  capital  gains  are  generally  taxable. 

■Source-  MnMMSM  6  7/31/05  For  each  fund  with  at  least  a  3-year  history,  Morningstar  calculates  a  risk-adjusted  return  measure  that  accounts  for  variation  in  a  fund's  monthly  performance 
luding  the  effects  of  all  sales  charges)  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The  top  10%  of  funds  in  each  category  receive  a  Morningstar  Rating" 
_)  stars  the  next  22  5%  receive  4  stars  the  next  35%  receive  3  stars,  the  next  22,5%  receive  2  stars  and  the  bottom  10%  receive  1  star.  (Each  share  class  is  counted  as  a  fraction  of  one  fund  and 
id  separately.)  Morningstar  Rating"  is  for  Class  A  shares  only;  other  share  classes  may  have  different  performance  characteristics.  "2005  Morningstar,  Inc.  All  rights  reserved.  The  information 
itained  herein  is  proprietary  to  Morningstar  and/or  its  content  providers;  may  not  be  copied  or  distributed;  and  is  not  warranted  to  be  accurate,  complete  or  timely.  Neither  Morningstar  nor  its  content 
i/iders  are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 


Technology 


INDUSTRIAL  DESIGN 


FOR  CENTURIES  NOW  THE  SCREW  HAS  HELD  THINGS 
together,  and  for  almost  as  long  it  has  been  frustratingly 
inept  at  its  central  purpose.  Concrete  cracks  when  it  is 
punctured  by  a  screw.  Plastic  creeps  away  from  the  pres- 
sure, sliding  down  the  threads  so  that  even  a  tightened 
screw  loosens  almost  instantly.  Carmakers  have  to  mold  brass 
inserts  into  plastic  parts  to  accept  screws;  otherwise  they  might 
loosen  and  cause  a  dreaded  rattle. 

Kenneth  LeVey  has  a  better  idea.  A  product  development 
director  at  Illinois  Tool  Works,  the  nation's  biggest  screwmaker, 
he  has  reinvented  what  the  company  dubs  the  threaded  fas- 
tener in  a  way  that  lets  it  grip  tight  where  it  used  to  let  loose — 
and  compete  with  cheaper  screws  made  by  offshore  rivals. 

"People  have  been  trying  to  come  up  with  a  new  screw  for 
100  years,  to  the  point  where  you  get  sick  of  hearing  about  it," 
LeVey  says.  "What  we  knew  for  sure  was  that  our  customers 
could  use  more  performance."  Even  then  he  had  a  hard  time 
convincing  his  own  colleagues  inside  the  company  that  his 
effort  was  anything  but  a  screwy  pursuit.  "We  thought  he  was 
out  of  his  mind,"  says  William  Tursky,  a  general  manager  at  an 
Illinois  Tool  Works  factory  outside  of  Chicago  that  turns  out 
6  million  screws  a  day. 

LeVey  usually  carries  with  him  a  laptop  and  a  large  silver 
briefcase  to  make  his  case.  It  holds  a  handful  of  white  plastic 
blocks,  a  motorized  screwdriver  wired  to  torque  sensors  and  a 
bunch  of  his  new  screws,  which  look  pretty  normal.  He  twists 
one  into  a  plastic  block,  and  moments  later  a  graph  on  the  lap- 
top screen  shows  the  screw's  tension  holding  steady,  even  when 
jostled.  A  regular  screw  loses  its  grip  on  the  plastic  right  away. 

Thanks  to  LeVey's  invention,  Illinois  Tool  Works,  which  gets 
$400  million  of  its  $12  billion  in  revenue  from  screws,  can  now 
sculpt  threads  to  match  any  application  a  customer  needs. 
"We've  removed  the  screw  from  the  commodity  realm,"  says 
Eric  Parker,  an  ITW  vice  president. 

The  Glenview,  111.  company  just  landed  an  order  from  Gen- 
eral Motors  for  60  million  annual  units  of  the  new  design,  to  fas- 
ten the  plastic  door  panels  of  GM's  new  pickups  and  SUVs;  a 
decade  ago  ITW  had  lost  GM  to  a  lower-cost  competitor.  ITW's 
sales  of  big  concrete  screws,  three-quarters  of  an  inch  in  diame- 
ter, are  growing  30%  a  year.  The  product  debuted  in  2003. 
The  need  for  a  screw  with  threads  shaped  to  mate  with  the 
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TAMING 
OF  THE 

SCREW 

The  humble  screw  has  changed  little  ii 
2,000  years,  until  a  stubborn  engineer  a 
ILLINOIS  TOOL  WORKS  came  up  with 
fascinating  new  twist 

By  Jonathan  Fahej 

substance  it  is  penetrating  has  always  been  out  there.  But  thl 
screw  is  so  simple  and  cheap — most  cost  less  than  a  pennl 
apiece  to  make — that  it  has  been  easier  to  design  around  it 
deficiencies  than  to  come  up  with  a  better  model.  But  LeVey,  40 
says  he  was  "too  dumb"  to  listen  to  naysayers;  with  his  name  oj 
19  patents  and  with  18  more  pending,  he  thought  it  was  silly  to 
keep  working  around  the  problem  when  he  could  try  makin] 
a  better  screw. 

LeVey's  first  target  was  the  concrete  screw.  He  bought ; 
chisel  at  Home  Depot  and  studied  the  business  end  of  it.  If  onl 
he  could  wrap  teensy  chisel  tips  into  the  threads  of  a  screw,  i| 
could  chip  its  way  into  a  tight  seat  instead  of  compressing  ano 
cracking  the  concrete.  He  traveled  to  ITW  factories  around  tht 
country,  asking  the  wizened  experts  how  it  could  be  done.  "I  go 
laughed  out  the  door,"  LeVey  says. 

Screws  are  made,  oddly  enough,  by  squeezing  metal  rathei 
than  cutting  it.  A  steel  or  alloy  blank,  a  cylinder  with  no  threads) 
is  rolled  between  two  heavy  dies  that  are  grooved  with  diagonal 
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DON'T  LET  YOUR  NEST  EGG  GET  AWAY  FROM  YOU.  With  so  many  complicated  factorj 
consider,  it's  easy  to  allow  your  nest  egg  to  wander  off  in  the  wrong  direction.  That's  why  you  need  the  kind  of  1 


Technology 

BosScreW  (for  plastic) 


LOCK  DOWN 

ITW  can  now  design 
custom  screws  that 
better  grip  their  target. 
Tiny  notches  act  like 
speed  bumps  in  plastic 
irregular  threads  lock 
machine  screws  in 
metal,  and  minichisels 
wrapped  around  a 
screw  hold  it  firmly 
in  concrete. 


lp  ft  ftp? 


TapCOII  (for  concrete) 


lines.  The  blank  is  put  under  so  much  pressure  that  metal  is 
squished  into  the  diagonal  grooves,  forming  a  threaded  spiral. 
Manipulating  the  shape  of  the  threads  using  this  method,  called 
thread-rolling,  was  thought  to  be  impossible  because  it  would 
be  too  hard  to  control  the  structure  of  the  screw  if  metal  oozed 
into  odd  shapes. 

LeVey  considered  stamping  screws  instead,  but  engineers 
couldn't  figure  out  how  to  get  the  threads  all  the  way  around  the 
screw,  and  they  couldn't  make  the  screws  unscrew.  He  dreamed 
up  a  new  way  of  shaping  the  screws,  using  two  spinning  discs  in- 
stead of  dies,  but  it  would  have  required  expensive  new  equipment 
and  the  writeoff  of  millions  of  dollars  in  old  equipment.  So  he 
returned  to  thread-rolling  to  try  to  revamp  a  century-old  process. 

He  was  flabbergasted  by  how  archaic  screw  design  was.  On 
rare  occasions  when  a  new  screw  length  or  width  was  needed, 
an  engineer  would  consult  a  300-page  manual  dating  from  1936 
that  explains  the  relationships  between  certain  heights  and 
pitches  of  threads  and  the  lengths  and  widths  of  the  resulting 
screws.  "They  would  go  do  math  for  a  couple  of  days  and  come 
back  with  an  answer,"  LeVey  says — to  how  the  grooved  dies 
should  look,  how  much  pressure  should  be  applied  to  the  blank, 
and  what  the  diameter  of  the  blank  should  be. 

LeVey  had  a  handful  of  interns  spend  three  months  putting 
the  mummified  math  of  the  old  screw  guide  into  software. 
Meanwhile,  he  grabbed  an  old  thread- rolling  machine  out  of  a 
nearby  factory  and  wired  it  to  operate  very  slowly  to  let  him 
observe  exactly  what  was  happening.  Using  three-dimensional 
solid-modeling  software,  LeVey  gleaned  a  finer  understanding  of 
how  the  metal  moved  when  it  was  squished.  Possibilities  opened 
up.  LeVey  could  design  intricate  dies  that,  on  a  computer  at  least, 
could  wrap  screws  with  a  helix  of  shaped  threads. 

To  make  dies  capable  of  pressing  tiny,  intricate  patterns  onto 
the  threads,  LeVey  had  to  borrow  a  technology  often  used  to  cre- 
ate injection  molds  for  detailed  plastic  parts.  The  pattern  of  the 
die  is  milled  into  a  soft,  graphitelike  carbon.  The  carbon  is 
placed  next  to  the  steel  die  form,  and  very  high  voltage  is  sent 


between  the  carbon  and  the  steel,  creating  a  powerful  ar< 
heat,  which  vaporizes  the  steel  in  the  desired  pattern.  "No 
had  bothered  to  take  advantage  of  all  of  this  new  technol) 
available  to  us  and  apply  it  to  this  very  old  product,"  LeVey  a 

By  2003  LeVey  and  ITW  finally  had  a  product.  The  compj 
under  its  Tapcon  brand,  began  marketing  large-diameter  o 
crete  screws  with  tiny,  arrowhead-shape  chisels  wrapped  aroi 
the  screw,  to  cut  into  concrete  like  sharks'  teeth.  Builders  pr« 
ously  had  to  insert  adhesive  into  predrilled  holes  to  get  screwj 
hold  when  they  attached  wood  framing  to  concrete  foundatic 
now  they  can  just  use  LeVey's  breakthrough. 

Last  year  ITW  introduced  a  plastic  fastener  that  it  calls 
BosScrew.  Its  threads  have  tiny  notches  on  their  upper  surfa 
that  grab  the  plastic  before  it  can  slide  down  the  helix.  Carmak 
no  longer  have  to  mold  a  dozen  or  so  brass  inserts  into  their  pi 
tic  intake  manifolds  to  accept  screws,  at  six  cents  per  fastenei 
BosScrew  costing  a  penny  will  go  direcdy  into  the  plastic 
save  money  by  cutting  out  the  inserts. 

"These  threads  address  major  issues  that  have  plagu 
assemblers,"  says  Charles  Wilson,  the  director  of  engineering 
the  Industrial  Fasteners  Institute,  an  industry-funded  standai 
organization.  "And  it  seems  to  have  a  universal  application 
all  plastics.  It's  a  very  important  development." 

ITW's  Parker  says  that  the  next  application,  finely  thread 
machine  screws,  could  be  the  biggest  of  all.  The  machine  sen 
is  supposed  to  fit  perfectly  because  it  is  screwed  into  a  soc 
expressly  designed  to  accept  it.  But  invariably  there  is  pi 
between  the  threads  of  the  bolt  and  the  female  insert  becau 
the  teeth  don't  fit  perfectly.  Screwmakers  add  nylon  inserts 
keep  fasteners  tight,  but  this  adds  7%  to  10%  to  the  cost  ol 
screw.  ITW's  new  model  works  better  at  no  extra  cost;  it  debu 
later  this  year. 

LeVey  already  has  moved  on  to  other  projects,  chief  amoij 
them  a  capless  refueling  system  for  autos  that  could  banish  foi 
ever  the  plague  of  gas  caps  left  dangling  from  cars.  "Luckily," 
says,  "I  am  given  freedom  to  sit  and  ponder." 
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We 
want 
you  to 
know 


Health  Savings  Accounts 


Sometimes  all  you 
need  is  a  little  help 
getting  started. 

When  you're  ready  to  offer 
consumer-directed  health  insurance 
plans  with  Health  Savings  Accounts, 
Aetna  can  help  the  transition  go 
smoothly.  Before  enrollment,  we'll 
help  your  employees  understand 
how  tax-advantaged  savings 
accounts  work,  and  how  to 
determine  their  HSA  contribution. 
Once  enrolled,  they'll  have  access 
to  easy-to-use  online  tools  that  can 
help  them  estimate  health  care 
costs  and  better  manage  their  plan 
spending.  To  get  started  now,  call 
your  broker,  Aetna  representative, 
or  visit  us  today  at  aetna.com. 


We  want  you  to  know- 


JTAetna 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


©2005  Aetna  Inc.     Plans  and  Health  Savings  Accounts  are  offered  by  Aetna  Lite 
Insurance  Company.  Health  insurance  plans  contain  exclusions  and  limitations.  Policy 
form  numbers  include  GR-29  and  GR-700-W. 
-200525 


Technology  

SEMICONDUCTORS 

Chillin'  Chips 

Soitec's  silicon  technology  takes  some  vicious 
heat  off  the  chip  business  |  By  David  Whelan 


THE  NEWEST  INTEL  PENTIUM 
chip  has  such  densely  packed  cir- 
cuits that  it  consumes  the  same 
power  as  a  100-watt  lightbulh 
with  a  filament  burning  as  hot 
as  4,500  degrees  Fahrenheit — one  you'd 
have  to  wear  mittens  to  unscrew.  Such  high 
temperatures  run  up  utility  bills  and  force 
chip  designers  to  sacrifice  performance  for 
coolness.  Intel  has  warned  that  if  the  heat 
wave  continues,  the  guts  of  a  PC  will  one 
day  generate  the  same  heat — 10,800  de- 
grees— as  the  surface  of  the  sun. 

Challenges  create  opportunities  in  the 
chip  industry,  which  is  why  the  French 
silicon  maker  Soitec  is  flourishing.  Its 
wafers,  dubbed  silicon-on-insulator,  or 
SOI,  can  go  into  standard  chipmaking 
equipment  but  are  engineered  to  reduce 
power  consumption,  and  thus  heat,  by  up 
to  50%.  The  wafers  use  an  insulation  layer 
that  acts  as  a  radiator  under  the  circuits. 
Lab  tests  claim  a  30%  gain  in  perfor- 
mance for  microprocessors. 

Advanced  Micro  Devices  uses  Soitec 
wafers  for  its  Opteron  computer  server 
ch  ips  and  Athlon  64  PC  chips.  A  server 
using  two  AMD  Opteron  chips  consumes 
190  watts  of  power  versus  262  watts  for 
one  using  two  Intel  Xeon  chips,  says  ana- 
lyst Nathan  Brookwood  at  Insight64.  IBM 
and  Freescale  began  using  SOI  for 
PowerPC  chips,  which  run  IBM  servers 
and  Microsoft's  new  Xbox  360.  The  new 
PlayStation  3  also  will  be  cooled  with 
silicon-on-insulator.  Chartered  and 
TSMC,  two  huge  Asian  contract  foundries, 
are  becoming  SOI-ready.  David  Greenlaw, 
AMD's  director  of  process  integration, 
calls  Soitec's  technology  one  of  the  most 
valuable  patents  of  the  1990s. 

"For  the  living  room  battle,  speed, 
power  consumption  and  heat  dissipation 
are  important/'  says  Soitec  Chief  Execu- 
tive Andre-Jacques  Auberton-Herve. 
But  silicon-on-insulator,  first  used  in 


cosdy  satellite  and  military  applications,  is 
practical  for  only  high-end  chips.  The 
largest  SOI  wafers  sell  for  $1,000  each, 
compared  with  $300  for  a  standard  sili- 
con wafer.  Only  3%  of  wafers  are  cur- 
rently SOI,  and  the  world's  biggest  chip- 
maker,  Intel,  is  cool  on  this  cooling 
technique. 

"We  believe  we  can  meet  our  goals 
without  the  complexity  or  cost  of  SOI," 


Cooler  SOI  wafers  boost  chip  speeds  and 
reduce  power  usage.  Soitec's  process  coats 
one  wafer  with  silicon  oxide  insulator  (I)  and 
embeds  in  it  a  tiny  layer  of  hydrogen  atoms 
(2).  That  wafer  is  sandwiched  with  a  blank  one 
and  baked  (3).  The  top  cracks  off  (4)  leaving 
an  insulated  wafer  and  a  reusable  blank  (5). 


says  Intel  Chief  Paul  Otellini.  Intel  is 
with  older  tricks  for  cooling,  incluc 
technology  called  strained  silicon. 

But  Soitec  founders  Auberton-f. 
and  Jean-Michel  Lamure  expect  to 
tinue  growing  rapidly  despite  Intel's 
attitude.  Annual  sales  are  up  55%  ovi 
year- ago  level  to  $194  million.  In  its 
recent  fiscal  year,  ended  in  Man 
showed  $13  million  in  losses.  It  has 
million  in  debt,  much  of  it  borrow 
build  a  cutting-edge  wafer  factoi 
France  in  2002.  Profits  should  ap 
when  its  next  results  are  release 
November. 

The  Paris-listed  stock  has  triplec: 
year  to  pass  the  $15  mark,  though  it 
still  be  cheap.  Its  only  competitor  is 
of  Danvers,  Mass.,  which  has  devel< 
its  own  version  of  SOI.  It  currendy  rr 
$7  million  machines  that  implant  ox 
into  wafers,  and  has  sold  three  so  far. 

Soitec  uses  a  method  knowi 
hydrogen-cleaving  technology.  Auber 
Herve  and  Lamure  left  their  jobs 
French  government  microelectronic: 
in  1992  to  start  Soitec.  They  came  up 
an  approach  they  believed  could  be 
for  mass  production.  The  company  ^ 
public  at  $3.44  in  1999,  and  its  si 
soared  to  $39  amid  hype  that  SOI  w» 
be  adopted  immediately.  It  fell  back  tc 
single  digits  in  2002  when  that  fast  up 
didn't  happen.  Chipmakers  are  gettin; 
board  now  that  wafer-circuitry  has 
rowed  below  90  nanometers,  or  one  i 
thousandth  the  width  of  a  human  ha: 
Soitec  churns  out  800,000  wafers  a 
at  two  factories  in  France,  using  its  elej 
sandwichmaking  technique.  Starting 
two  silicon  wafers,  Soitec  machines  coal 
surface  of  one  with  silicon  dioxide  ins 
tor  and  embed  inside  it  a  thin  fault  lin 
hydrogen  atoms  anywhere  from  IOC 
20,000  nanometers  below  the  surface, 
pending  on  customers'  desired  wafer  th 
ness.  The  coated  wafer  is  laid  on  top  i 
raw  wafer,  with  a  little  water  in  betwe 
and  then  the  sandwich  is  baked  at  1, 
degrees  Fahrenheit.  The  heat  fuses  the  i 
and  excites  the  fault  line  enough  to  cr 
off  any  wafer  sitting  above  it.  What's  le 
machine-ready  silicon  atop  a  layer  of  in 
lator.  The  donor  wafer  can  be  reused 
times  before  it  gets  too  thin. 
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Digital  Tools 


Your  New  PC: 
Be  Very  Afraid 

YOU  SEE  COMPUTER 
prices  dropping.  You 
see  specs  improving. 
You  start  thinking  it's 
time  to  buy  a  new 
machine.  But  lost  in  the  num- 
bers and  the  endless  lists  of  fea- 
tures is  what  hardly  anybody  can 
bear  to  discuss  for  fear  of 
apoplexy:  the  worst  "out-of- 
box"  experience  since  Pandora's. 

At  least  her  box  had  Hope  at 
the  bottom;  with  PCs,  you  have 
to  bring  your  own.  Lately  I 
stumbled  into  the  greatest  run 
of  bad  computer  luck  I  can 
recall:  Four  desktop  computers 
in  a  row  revealed  problems  less 
than  an  hour  out  of  the  box.  One  Dell  machine  sounded  inter- 
esting-— until  I  discovered  that  the  onboard  surround-sound 
system  wouldn't  work  and  that  Windows  was  positive  that  no 
sound  capabilities  actually  existed  on  the  machine. 

Next,  the  Case  of  the  Dead  Mouse.  When  another  Dell 
machine  booted  up,  it  displayed  a  video  mode  so  inappropriate 
that  Windows  popped  up  a  message  recommending  it  be 
changed.  Windows  should  have  been  able  to  do  that  on  its  own, 
but  it  didn't.  And  I  couldn't,  because  the  mouse  wouldn't  move 
the  cursor,  not  even  to  the  Start  button  to — yes — shut  the 
machine  down. 

Eventually  Dell  diagnosed  the  two  problem  PCs.  Restoring 
the  sound  involved  correcting  a  misconfigured  setting  from  a 
panel  you  can  access  only  at  startup — if  you  know  the  secret  key 
to  press.  Restoring  the  mouse  was  a  matter  of  replacing  it  with 
an  old-style  PS/2  model;  for  unexplained  reasons  the  USB  mouse 
that  shipped  with  the  computer  wouldn't  work  with  the  old- 
style  PS/2  keyboard  that  came  in  the  same  box. 

The  first  time  an  HP  Media  Center  modei  booted,  it  refused 
to  recognize  the  cabled  Internet  connection.  A 
reboot  solved  that  problem,  but  the  unit  turned 


Stephen  Manes 


So 


into  the  Machine  That  Would  Not  Turn  Off.  Twice  the  tv 
Center  software  froze  so  hard  I  had  to  hold  down  the  power 
ton  to  restart  the  computer. 

My  Apple  experience  was  better  but  not  trouble-free.  1 1 
a  new  iMac  G5  by  editing  video  from  Sony's  new  high-defin 
camcorder  with  iMovie.  It  worked,  but  when  I  tried  to  us* 
Help  system,  its  screens  came  up  blank.  After  some  flounde 
and  fiddling,  I  eventually  got  them  to  deliver  the  informatio 
been  looking  for,  instead  of  windows  of  white. 

But  at  least  Apple  provides  OS  X  users  a  slick  feature  c 
Setup  Assistant,  which  lets  you  move  everything  from  an 
machine  to  a  new  one  quickly  and  painlessly.  Switching  f 
one  Windows  machine  to  another  is  a  time-wasting,  teeth- 
ting  task.  You  can  transfer  your  files  and  some  settings  relati 
easily,  but  thanks  to  unintelligent  design,  you  generally  hav 
reinstall  your  software,  which  can  create  any  numbe 

headaches — even  if 
can  find  the  orig 
disks  you  need  to 
the  job. 

Computer  mal 
are  so  accustomec 
delivering  unfinis 
products  that  you  nt 
know  what's  going 
be  missing  from 
box.  Nowadays 
manuals  you  get  are 
tie  more  than  inter: 
tionalized  posters  t 
leave  you  puzzled  o 
which  hole  gets 
plug  from  your  spe; 
ers.  And  it's  up  to  y 
to  download  all  the  software  patches  and  fixes  developed  sii 
the  machine  left  the  factory — an  annoying  experience  o 
broadband,  an  infuriating  one  over  dial-up. 

A  friend  who  bought  a  Mac  mini  not  long  ago  was  hande 
disk  with  the  then-new  Tiger  version  of  OS  X  and  instructed 
install  it  himself.  Despite  Apple's  pride  in  the  tight  integrati 
between  its  hardware  and  software,  the  company  wasn't  ab 
to  upgrade  all  the  old  machines  on  the  shelves  when  a  supply 
free  labor — customers — was  readily  available.  After  that, 
course,  came  the  inevitable  online  upgrade  of  bits  that  did 
make  it  onto  the  rushed-out  CD — a  long  download  followed 
a  reboot,  and  sometimes  an  additional  download  and  reboot 
two  to  get  stuff  enabled  in  the  previous  cycle. 

At  least  new  Macs  urge  you  to  use  their  Software  Upda 
program  right  away.  Windows  machines  have  so  many  upd 
options  that  you  can't  be  sure  when,  how,  or  even  if  updatii 
will  happen — though  you  can  be  sure  you  need  it  when  yc 
start  your  new  machine  and  at  least  once  a  month  thereaftt 
and  you  can  expect  a  productivity-sapping  reboot  will 


fV}f l)f*C  I  Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo,  which 

appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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The  completely  renovated 
Shangri-La  Hotel,  Beijing 

It  was  the  very  first  Shangri-La  hotel  in  the  city. 
And  as  the  renewal  of  this  magnificent  property  was  completed, 
so  too  was  the  restoration  of  its  glorious  place  in  history. 
www.shangri-la.com 


e  c  h  n  o  I  o  g  y 


Cleaner  fuels.  Advanced  fuels.  Liquefied  natural  gas.  Converting  gas  fuels  into 
liquids.  3-D  seismic  technology  for  the  discovery  of  new  fuels.  Ultra-deepwater 
drilling  and  production  technology  to  access  once  unreachable  sources  of  fuels. 
Shall  we  go  on?  When  it  comes  to  energy  technologies,  our  answer  to  that 
question  is,  "yes  we  will."  Because  at  ConocoPhillips,  discovering  and  innovatin 
new  technologies  is  just  another  way  we  elevate. 


ConocoPhillips  ^  ^ 

e  lev  ate  -«JS£^r-*&<  rz^ 


conocophillips.com  . 

.■©  2.004.  ConocoPhillips.  All  righfs  reserved. 


Two  venerable  admen  aim  to  introduce  big  brands  to  newfangled  marketing 
in  blogs,  hospitals  and  hotels— for  a  price  |  By  Melanie  Wells 

Sal  HB  ■■HEN  MARTIN  PURIS  PENNED  BMW'S 
H  Bfflk  mm  now-famous  tagline  30  years  ago— "The 
^ft  Hflik  Mm  Ultimate  Driving  Machine" — he  made  a 

■III  big  splash  with  an  $800,000  ad  campaign 
iHf    nV    that  ran  in  only  a  tew  big  magazines  I  he 

■  iHF  carmaker  moved  into  ["V  commercials 
just  several  years  later.  Thinking  back  to  that  simpler  time, 
Puris  howls:  "Wow!  We  had  an  idea,  and  we  had  one  place 
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to  execute  it — and  that  was  it." 

The  same  assignment  today  would 
require  individual  executions  for  a  dozen, 
or  more  media  outlets,  says  the  founder 
of  the  old  Ammirati  &  Puris,  an  agency 
known  for  some  of  Madison  Avenue's 
most  clever  slogans.  There  would  be 
online  ads  for  Google  and  other  search 
engines.  To  engage  executives,  new  cars 
would  be  on  display  inside  the  lobbies  of 
office  towers.  Puris  also  would  need  to  tap 
online  communities  of 
BMW  nuts.  A  select  group 
would  be  invited  for  an 

exclusive  test  drive  Com  people's  lives  in  a  meaningful  and  acceptable  wa 


career  on  Madison  Avenue,  Puris,  66, 
says  he  is  turning  his  back  on  "the  dead 
zone"  of  TV  ads  and  the  antiquated 
approach  of  total  saturation.  Working 
with  another  venerable  name  in  adver- 
tising— John  L.  Bernbach,  61,  son  of  the 
cofounder  of  the  hallowed  ad  shop 
Doyle  Dane  Bernbach — Puris  pushes 
big  marketers  to  make  the  move  from 
mass  marketing  to  microwooing:  deftly 
targeted  appeals  to  a  subset  of  the  most 


of  innovative  fledglings,  and  thel 
guys  don't  know  the  big  guys.  Pur: 
Bernbach  now  know  both  worlds! 
ing  met  with  465  small  media  oil 
including  "a  lot  of  not-so-good  cl 
Puris  says.  "Ads  in  washrooms,  to  n|| 
a  little  looney." 

Some  good  ones:  Gawker  N'l 
which  owns  the  Gawker  media-gl 
site,  and  Wonkette  and  Fleshbot  t| 
FreeCar  Media,  which  turns  sedan 


"The  new  world  is  about  involving  your  brand  ir 


mercials,  if  any  were  cre- 
ated at  all,  might  be  as  likely  to  appear  on 
the  Internet  or  on  cell  phones  as  on  net- 
work TV.  "The  new  world  is  about  involv- 
ing your  brand  in  people's  lives  in  a 
meaningful  and  acceptable  way,"  he  says. 

And  the  new  world  of  advertising  is 
what  Puris  pitches  now.  After  creating 
hundreds  of  commercials  in  his  40-year 


keenly  interested  consumers. 

The  two  graying  admen  have  formed 
Not  Traditional  Media,  a  teensy  startup 
with  $2  million  in  revenue,  to  introduce 
old-line  clients  to  a  new  wave  of  experts 
in  online  and  in-place  marketing.  Cor- 
porate giants  have  no  idea  how  to  reach 
out  to  and  choose  from  among  hundreds 


Marketing:  If  s  Everywhere  You  Want  to  Be 

Companies  are  broadcasting  their  messages  in  some  unexpected  places. 


CU    U\3 

<    ■■  a  purine!  1   _  b  o 

faulB  planer  tou\a 

0  1-96  B 


Home  o. 


ELEVATORS  Brands  are  going  along  for  the  ride. 


SCOREBOARDS  Marketers  head  back  to  school. 


SUBWAYS  Train  windows  turn  into  commercials.  CAR  WRAPS  Vehicles  are  now  rolling  billboards. 


SUVs  into  rolling  billboards  with 
"wraps";  Captivate  Network,  a  Gail 
unit  that  puts  ads  on  screens  in  elevsj 
and  The  Knot,  a  wedding  media  com] 
with  a  database  of  6  million  brides. 

Puris  has  knitted  together  a  nef| 
of  32  new-media  agencies  to  offer 
services  to  the  kind  of  big-brand  ell 
he  took  care  of  for  decades 
charges  his  small  allies  a  bid 
15%  to  25%  of  the  total  bill 
he  brings  them  and  the  sam< 
for  any  extra  work  they  get  1 1 
the  client  for  up  to  two  years, 
in  an  era  when  the  world's  t| 
powerful  ad  agency  giants  h<| 
hard  time  getting  10%. 

But    do  marketers 
upstarts  really  need  a  coupll 
long-in-the-tooth  middlenj 
"I'm  not  sure  I  understand 
new-media  companies  nee'l 
pay  to  get  big  companies  to 
attention  to  them,"  says  Dav 
Baiter,  founder  of  BzzAgerl 
word-of-mouth  marketer  I 
Puris  approached  about  joir| 
up.  Their  chat  fizzled,  the 
Puris  says,  "We  like  them.' 

The  world's  biggest  brarl 
however,  must  find  promisl 
new  ways  to  pitch  their  produ| 
Standard  TV  commercials 
threatened  by  dwindling  brol 
cast  audiences  and  the  inst 
!  ad-zapping  of  digital  vicj 
recorders;  customers  are  tired 
in-your-face  appeals.  Procter 
Gamble,  one  of  the  few  lead  I 
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I  control  the  path  of  every  dollar  at  my  company. 
I  control  spending  differently  for  each  employee. 
I  control  all  the  Cards,  and  I  can  do  it  online. 

Control  is  a  powerful  thing. 


Take  greater  control  of  employee  spending. 
Express"  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 

CALL  877-AXP-2892  OR  VISIT  CORRAMERICANEXPRESS.COM/MIDSIZE 


©2005  American  Express  Company.  Terms,  conditions  and  restrictions  apply. 


Marketing 


the  charge,  dabbles  in  targeted  "viral" 
marketing  efforts  and  tries  new  forms  of 
outdoor  advertising.  Others  are  clueless 
and  besieged  by  new-media  providers — 
some  legitimate,  some  fly-by-night — 
clamoring  for  their  attention. 

Allstate  Insurance  asked  Puris'  firm, 
NTM,  to  help  pull  off  a  "surgical  strike"  in 
Chicago  earlier  this  year.  It  wanted  to 
interact  with  Hispanic  car  buffs,  and 
Puris  and  Bernbach  suggested  spreading 
the  word  among  car  clubs.  They  intro- 
duced the  insurance  giant  to  Community 
Centric,  a  Portland,  Ore.  upstart,  which 
contacted  car-lover  clubs  and  online  out- 
lets such  as  carjunky.com  to  persuade 
members  to  help  promote  an  Allstate  car 
photo  contest.  The  effort  attracted  proud 
car  owners  and  drove  8,000  visitors  to  an 
Allstate  Web  site — a  small  crowd,  but  a 
keenly  interested  one. 

Kmart  turned  to  NTM  recently  to 
raise  its  profile  in  nine  markets,  including 
Burbank,  Calif,  and  Silver  Spring,  Md. 
Puris  and  Bernbach  hooked  Kmart  up 
with  the  Active  Network  of  San  Diego, 
which  provides  online  registration  and 
Web  services  to  sports  and  recreation 
departments.  Through  its  marketing  unit, 
the  firm  got  Kmart  involved  in  donating 
to  a  dozen  community  improvement 
projects,  including  the  overhaul  of  a  teen 
center  in  Goleta,  Calif,  and  a  new  score- 
board for  the  gym  at  Ridgewood  High 
School  in  Norridge,  111.  The  efforts  put 
Kmart's  name  out  to  85,200  people  and 
cost  less  than  $500,000. 

"Fragmented  media  and  fragmented 
consumers  mean  companies  need  a  lot  of 
arms  and  legs,"  says  Tom  K.  Murphy,  vice 
president  of  U.S.  marketing  at  Kmart. 

"We're  inventing  a  future,  and  it's 
not  for  the  faint  of  heart,"  says  Star- 
wood Hotels  Chief  Executive  Steven  J. 
Heyer,  who  has  asked  NTM  to  identify 
new  ways  to  lure  guests  to  Starwood 
Hotels  with  the  distribution  of  enter- 
tainment and  technology.  Several  shops 
in  the  NTM  lineup  "can  become  impor- 
tant channels  for  messaging  and  trans- 
actions," he  says. 

Puris  and  Bernbach  together  own  a 


By  the  Numbers 


Thinking  Small 

Increasingly,  big  marketers  are  using 
very  targeted  appeals  to  zero  in  on 
smaller  consumer  segments. 


Amount  Procter 
&  Gamble,  the  largest  U.S.  advertiser, 
spent  on  network  TV  ads  in  the  first  six 
months  of  2005,  down  20%  from  the 
same  period  a  year  ago.  Internet  ad 
spending  rose  50%  to  $9  million. 


The  number 
of  pizza  boxes  that  Allstate 
Insurance  used  recently  as  a 
way  to  promote  renters 
insurance  in  six  markets. 


The  number  of  SUVs 
sporting  a  promotional 
wrap  for  Coca-Cola's  new  Vault 
beverage.  (Car  owners  are  being 
paid  up  to  $600  a  month  for  the 
promotion.) 


Sources:  TNS  Media  Intelligence/CMR;  Allstate 
Insurance;  FreeCar  Media. 


controlling  stake  in  NTM.  RRE  Ventures 
tossed  in  $3  million  last  year  for  a  one- 
third  stake,  and  media  investment  bank 
Allen  &  Co.  also  is  an  investor.  Puris  says 
his  firm  should  turn  a  profit  next  year  as 
more  projects  take  shape. 

Among  them:  funding  new  media 
outlets.  NTM  in  July  took  a  49%  stake  in 
Patient  Portal,  a  company  that  provides 
TV  and  telephone  service  to  4  million 
patients  a  year.  That  outfit,  an  affiliate  of 
TMS  Services  of  Syracuse,  N.Y.,  will  hook 
marketers  up  with  bored,  bedridden 
folks — the  ultimate  captive  audience.  "If 
a  marketer  wants  to  reach  Hispanic 
women  who  just  had  babies,"  says  Puris, 
"we  can  program  that." 

The  matchmaking  flows  the  other 
way,  too.  John  Ceriale,  a  consultant  to 
Blackstone  Real  Estate  Partners,  has 
asked  NTM  to  find  marketers  that  want 
to  direct  TV  ads  and  product  samples  to 
people  who  check  into  Blackstone's  670- 


unit  Extended  Stay  Hotels.  A  custc 
stay  lasts  for  an  average  of  19  cons! 
tive  nights,  and  Ceriale  thinks  earn 
ers  and  packaged-goods  purveyors 
a  natural  fit. 

Puris  was  urging  clients  to  1 
beyond  the  30-second  TV  ad  almos 
years  ago.  Bernbach  spent  years  a 
executive  at  DDB,  and  in  the  Nin^ 
served  on  the  board  of  Omnicom, 
ent  of  the  agency  now  known  as  I 
Worldwide. 

Initially  they  planned  to  invesi 
new-media  startups.  Puris  already 
backed  Submedia  Advertising.  It 
light  boxes  and  im 
cards  installed  in  s 
way  tunnels  to  cr 
fly-by,  15-second  cc 
mercials  that  fill  the  vi 
dows  of  a  train  as  it  pa 
by.  (Submedia,  now 
NTM  affiliate,  adapted 
American  Express  spot 
year  for  trains  between  New  Jersey 
Manhattan.) 

Ultimately,  though,  the  duo  deci 
it  was  less  risky  to  represent  myriad 
media  providers  and  fund  only  a 
They  say  their  roster  could  grow  to 
Even  the  geekiest  tech  company — sa 
startup  that  runs  videogames  for  an 
line — is  now  in  the  communicatic 
business,  Bernbach  argues.  "If 
accept  the  new  definition  that  market 
is  anything  that  touches  the  consum 
particularly  when  it  is  a  well-defin 
audience,  is  that  not  a  media  compani 
he  says. 

One  firm  Puris  passed  on  made  a  t 
impression.  "There  was  a  guy  who  hai 
machine  that  could  put  company  log 
on  the  sand  at  beaches  and  in  sand  tra 
on  golf  courses,"  he  says.  "It  was  a  fun 
idea,  but  it  was  too  far-out  for  us." 

Several  NTM  agents,  including  pu 
licly  held  The  Knot  and  Noise,  a  woi 
of-mouth  company,  haven't  yet  clos 
new  deals  through  NTM.  After  decade* 
doing  business  the  same  way,  Bernba 
says,  "it  takes  a  long  time  to  chan 
habits." 


Please  turn  the  page  for  our  Mavericks  foldout 
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:omagination 

e  if  we  suddenly  discovered  a  new  resource.  An  inexhaustible  resource.  A  readily  available 
:e.  One  that  could  help  solve  the  problems  of  an  energy-hungry  world.  At  GE,  we  think  we've 
»red  just  that.  It's  imagination.  But  maybe  it's  more  appropriate  to  call  it  ecomagination. 
jutting  ideas  into  action  by  creating  some  very  forward-looking  technology  that  does  the  job 
eater  fuel  efficiency,  lower  emissions,  and  reduced  noise.  At  the  same  time,  we  provide  servia 
i  upgrade  our  customers'  existing  technologies  for  better  environmental  performance.  Maybe, 
\  we  can  help  make  the  water  a  little  clearer,  the  trees  a  little  happier,  the  sky  a  little  bluer,  an 
rid  a  little  closer  to  the  way  it  was  made.  Just  imagine  it. 


onor  the  Mavericks  out  there,  we  created  a  few  bold  ideas  of  our  own. 
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aN  A  BREEZY  SUMMW  in  front.  It  holds  37  air  bag 
pher  Godsall  stantfi  to  the  tree  and  inflates  them, 
middle  of  Ootsa  Ldeep  as  300  feet. 
Columbia  wildegust  2002  on  Ootsa  Lake,  was 
foot-long  black  *he  forests.  Air  bags  took  off  W 
huge  black  air  bag,  rockets  ded  underwater.  So  Godsall 
freezes  in  midair  and  splashirge  and  a  tug  and  moved  to  a  4 
never  get  bored  of  this  sight  He  gathered  old  maps  of  res^ 
The  fir  was  cut  from  the  id  out  where  the  old  logging 
by  a  remote-controlled  subfen.  Slowly  he  got  the  Sawfish 
fish,  the  world's  first  deepwa60.  Today  Godsall  is  cutting  10' 
underwater  trees  per  shiftf  expects  to  gross  $2  million  in 
merged  forest,  flooded  half  iells  his  wood  to  a  lumber  whoi 
hydroelectric  dam.  The  lajat  cuts  the  logs,  dries  the  boar< 
underwater  forests  around  flln  and  sells  them  to  manufac 
36,  intends  to  cut  down  as  ^laminated  construction  beams 
That  could  alter  the  p.,  Japan  and  Canada.  For  exa 
lakebeds  of  British  Columbktco   customers   in  Seattle 
feet  of  quality  timber  worth  jioenix  can  buy  furniture  made 
sail  doesn't  have  to  pay  any  dwfish  cuts, 
billion  board  feet  of  timber    Godsall,  who  hopes  to  turn  a  pi 
enough  to  add  30%  to  knovf  o  years,  is  looking  for  backers  to 


Unlike  normal  trees,  sun 
for  decades,  shielded  from  t~*" 
and  atmospheric  oxygen.  C 
towed  by  tug  to  a  sawmill,  a' 
expensive  roads  and  clear-J 
sides.  Mill  workers  say  wate 
firmer  and  easier  to  cut,  an 
to  stain  better.  It  costs  Go 
tree,  about  the  same  as  on 
uct  commands  a  green  prerr 
up  to  three  times  the  comi 
you  can  package  a  distinctrj 


fleet  of  six  sub 
now,  though, 
his  hands  ful 
in  British  Coll 
we  could 
million 
feet  ever 
for  the  ne 
years.'' 


j  will  markedly  reduce  emis 
its  while  taking  advantage  c 
ch  means  cleaner  air  for  e\ 
ght  coal  could  be  so  beautifi 


Can  technology  and  the  environment 
peacefully  coexist? 

Ecomagination  answers  yes  with  the  Evolution™  Series 
locomotive.  Who  would  have  dreamed  that  a  415,000  lb. 
diesel  locomotive  could  have  an  environmental  conscience? 
The  Evolution  locomotive  is  designed  to  be  more  fuel  efficient 
and  more  powerful  while  it  exceeds  stringent  EPA  emissions 
standards,  making  the  air  cleaner  and  clearer  for  all. 
No  small  technological  feat.  This  is  the  "little"  engine 
that  could.  And  will. 


Iflsf!  imagination  at  work 


Deep  Tree  Fishing 

Triton  Logging's  Sawfish  is  opening  up  the  vast  sunken  forests  of  dammed  river 
valleys.  It  can  clear  100  firs  per  eight-hour  shift,  without  a  treehugger  in  sight. 


Are  we  letting  one  of  the  world's  cleanest  and  most  renewable 
power  sources  slip  through  our  fingers?  GE  is  one  of  the  world's 
leading  suppliers  of  wind  energy  products.  Not  only  is  wind 
energy  renewable  and  easy  to  harvest,  but  one  GE  wind  turbine 
can  produce  enough  electricity  for  about  400  homes  each  year. 


Entrepreneurs 


IT'S  10  P.M.  ON  A  MONDAY  IN 
Cancun,  Mexico,  and  the  party  at 
Senor  Frog's  restaurant  and  bar  is 
revving  up.  "Free  shots  for  every- 
one on  the  conga  line,"  booms 
the  burly  emcee  from  New 
Orleans.  This,  on  the  heels  of  a 
beer-drinking  contest  that  pitted  an  Amer- 
ican against  a  Canadian  and  a  guy  from 
the  U.K.  The  loser — the  Brit — climbs  into 
an  enclosed  waterslide  that  snakes  along 
the  restaurant's  ceiling  and  sloshes  into  the 
lagoon  outside. 

Just  another  raucous  night  at  the  most 
successful  of  Grupo  Anderson's  56  restau- 
rants. The  group's  14  other  Senor  Frog's 
locales  in  Mexico  and  the  Caribbean  also 
pull  in  the  crowds — mostly  young,  foreign 
tourists  looking  to  eat,  drink,  let  ^^^^^ 
loose  and  commemorate  the 
event  with  Senor  Frog's  T  shirts. 
Last  year  the  privately  owned 
parent  had  operating  income 
(earnings  before  interest,  taxes, 
depreciation  and  amortization) 
of  $21  million  on  systemwide 
sales  of  $94  million. 

Now  David  Krouham,  the  architect  of 
most  antics  and  the  45-year-old  chief 
executive  of  the  chain,  has  embarked  on  a 
$25  million  bet  to  take  Mister  Frog  state- 
side. In  June  he  opened  a  restaurant  in  the 
Broadway  at  the  Beach  entertainment 
complex  in  Myrtle  Beach,  S.C.  Next  year 
he  plans  openings  in  Honolulu  and  Las 
Vegas.  "You  go  to  Senor  Frog's  when 
you're  on  vacation,  if  you  want  to  get  crazy 
and  nobody  knows  you,"  he  says. 

This  vida  loca  got  its  start  in  1963  from 
Carlos  Anderson,  a  Mexican  entrepreneur 
and  chef.  Anderson's  restaurant  in  Mexico 
City  was  the  kind  of  place  where  patrons' 
neckties  were  cut  off  and  stapled  to  the 
wall  along  widi  their  business  cards.  With 
his  partner,  Carlos  (Charlie)  Skipsey, 
Anderson  opened  joints  at  resorts 
throughout  the  country,  under  a  variety  of 
names,  including  Carlos  'n  Charlie's  and 
El  Shrimp  Bucket,  all  of  them  fun-loving 
dining  establishments  goosed  by  pitchers 
of  margaritas.  It  wasn't  long  before  Amer- 
ican tourists  discovered  them.  In  the  early 
1970s  the  Carlos  'n  Charlie's  in  Acapulco 


BRAND  EXPANSION 


Fiesta 

Central 


Mexico's  largest 
restaurant  chain 
thrives  on  party-loving 
tourists.  Can 
it  work  up  north? 
By  Kerry  A.  Dolan 


became  a  hot  spot  for  vacationing  Holly- 
wood types;  Yanquis  waited  in  line  for 
hours  to  get  in. 

Krouham,  a  Mexico  City  native  with  a 
degree  in  business  administration,  joined 
Grupo  Anderson's  as  a  busboy  in  1986.  He 
quickly  worked  his  way  up  to  manager.  In 
1989  the  group  had  just  one  Senor  Frog's 
restaurant,  in  Mazadan.  Krouham  wanted 
to  convert  a  struggling  Cancun  restaurant 
owned  by  the  group  into  a  Senor  Frog's. 
Carlos  Anderson  reluctandy  gave  him  the 
go-ahead  but  not  the  money.  So  Krouham 
got  a  $100,000  loan  from  Corona  beer 


maker  Grupo  Modelo  and  set  toi 
putting  his  stamp  on  the  new 
Frog's.  He  brought  in  a  Jamaican 
band,  a  karaoke  system  and  an  em 
get  the  crowd  up  and  dancing.  He 
serving  drinks  in  16-inch-tall  glasse 
hold  just  shy  of  a  quart. 

Anderson  died  in  a  plane  en 
1990,  leaving  the  group  directio 
Skipsey  and  six  partners  took  ovi 
without  much  drive  to  grow.  Im 
Krouham  proposed  expanding  the 
into  the  U.S.,  but  Skipsey  and  the  pa 
weren't  interested.  Instead  thev  oi 


88     FORBES"  September  19,  2005 


)uham  a  60-year  contract  to  run  the 
iiness  so  long  as  Krouham  gave  them 
Vo  of  the  royalties  he  charged  his 
ispective  franchisees.  Grupo  Ander- 
i's  handles  the  legal  battles  every  time 
neone  tries  to  open  a  nonlicensed 
lor  Frog's. 

This  odd  arrangement  required  the 
ation  of  an  operating  company,  Oper- 
>ra  Anderson's,  to  oversee  the  restau- 
rs and  train  management.  It's  owned 
16  investors,  all  employees  of  Grupo 
derson's,  including  Krouham,  who  has 
5%  stake.  Operadora  charges  each 


restaurant  a  one-time  $75,000  franchise 
fee,  plus  a  6%  cut  of  annual  revenues. 
Some  Operadora  partners  also  own  stakes 
in  the  franchisees. 

Franchising  got  off  to  a  rocky  start. 
Forays  by  Sehor  Frog's  and  Carlos  'n 
Charlie's  in  Guatemala,  Costa  Rica  and 
Panama  fizzled.  "There  was  no  competi- 
tion, but  not  enough  business,  either," 
Krouham  sighs.  One  of  the  restaurants 
brought  in  just  $700,000  a  year.  Within 
three  years  he  terminated  the  deals. 

The  real  money  came  from  trapping 
U.S.  vacationers  in  places  like  Aruba, 


Nassau,  the  Bahamas  and  San  Juan, 
P.R. — where  the  cruise  ships  stopped. 
To  ensure  quality,  Krouham  awarded 
Sehor  Frog's  and  Carlos  'n  Charlie's 
franchises  only  to  existing  restaurant 
managers,  then  spent  several  weeks 
working  with  them.  That's  helped 
the  Caribbean  units  pull  in  an  aver- 
age of  $5  million  in  annual  revenues, 
which,  in  turn,  have  boosted  Oper- 
adora Anderson's  results:  Last  year 
it  netted  $900,000  on  revenue  of 
$5.3  million,  up  from  $200,000  on 
$1.2  million  in  sales  in  2000. 

Senor  Frog's  in  Puerto  Rico  has 
proved  a  decent  training  ground  for 
U.S.  laws,  customs  and  costs. 
Because  beer-drinking  contests 
aren't  allowed  in  some  states,  there 
are  activities  like  chicken-dance 
contests  for  kids  during  the  early 
evening  and  electric-slide  dances 
later  on  at  night.  Krouham's  man- 
agers have  to  be  more  concerned 
about  issues  like  sexual  harass- 
ment, liability  insurance  and  job 
contracts.  When  Krouham  asked 
a  waiter  at  the  San  Juan  Senor 
Frog's  to  empty  an  ashtray,  the 
server  told  him  it  wasn't  in  his 
job  description.  So  Krouham 
had  that  language  added  into 
U.S.  contracts,  as  well  as  a 
requirement  that  the  waitstaff 
sing  and  dance. 

Because  higher  alcohol  and 
payroll  costs  in  the  U.S.  will 
bite  into  margins,  Krouham  must  be 
inventive  with  expenses.  Furniture  and 
kitchen  equipment  will  be  made  in  Mex- 
ico, at  about  one-third  the  price  of  buy- 
ing them  here,  and  shipped  north.  T 
shirts  and  other  Senor  Frog's  parapher- 
nalia come  into  the  U.S.  duty-free  from 
south  of  the  border.  That  should  help 
squeeze  better  returns  from  the  average 
check:  $33,  compared  with  $22  at  the 
Hard  Rock  Cafe. 

Sam  B.  Rovit,  a  partner  at  Bain  &  Co., 
offers  a  caution:  "Companies  routinely 
underestimate  how  hard  it  is  to  take  an 
existing  business  model  and  ship  it  over- 
seas." Booze  and  food  are  tricky.  But  how 
tough  can  it  be  to  import  fun?  F 
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AUTO  REVIVAL 


A  Living  Legend 

The  last  DeLorean  rolled  off  the  assembly  line  23  years  ago.  But  Stephen 
Wynne  can  build  you  one,  better  than  new  |  By  Christopher  Helman 


JOHN  Z.  DELOREAN  DIED  IN 
March,  23  years  after  his  sports 
car  venture  bit  the  dust.  Yet 
DeLorean  Motor  Co.  survives 
today,  in  ghostly  form.  This 
zombie  was  resurrected  by  Stephen 
Wynne,  who  acquired  the  name  and  the 
spare-parts  inventory  of  the  bankrupted 
company.  He  has  a  waiting  list  of  fans 
eager  to  pay  $40,000  for  an  overhauled 
specimen — renowned  for  its  stainless-steel 
body  and  gull-wing  doors — and  a  ware- 


house piled  high  with  enough  stuff  to 
build  500  cars  from  scratch.  It's  still  a  small 
business.  Wynne,  49,  earns  an  estimated 
$700,000  pretax  on  sales  of  $2.5  million. 
But  there's  plenty  of  room  for  growth. 

In  1 98 1  DeLorean  buyers  were  drivers 
sensitive  to  style  but  not  to  price  tags  (the 
$27,500  is  equivalent  to  today's  $61,500). 
Fans  these  days  tend  to  be  geekier  types 
whose  first  exposure  to  the  car  was  in  the 
Back  to  the  Future  movies.  Cool,  yes; 
speedy,  no.  One  way  to  bring  more  cus- 


ebody  who's  psycho  enough":  Wyn 


tomers  into  the  fold  is  to  boost  hor 
power.  At  135hp  the  DeLorean  is  I 
peppy  than  the  average  family  sed 
Wynne  now  charges  an  extra  $5,300 
soup  up  a  model  to  195hp.  After  a  rec 
meeting  with  Gildo  Pallanca  Pastor,  ra 
car  driver  and  owner  of  a  tiny  car  co 
pany  in  Monaco  called  Venturi,  Wyr 
will  soon  be  able  to  move  up  to  a  30C 
engine  with  better  turbochargers  an< 
wider  exhaust  system.  That  might  cost 
owner  $10,000.  "In  time,"  says  Wyn; 


90     FORBES*  September  19,  2005 


Only  Monster  has  the  hiring  solutions  you  need  to  connect  with  the  people  you  want. 

We  offer  all  the  best  hiring  practices.  No  practice  required.  Post  jobs  easily.  Keyword-search 
specific  resume  criteria.  Start  reviewing  the  top  local  candidates  instantly.  Whatever  your  hiring 
needs,  we've  got  tools  to  meet  them,  fast.  So  you  always  find  the  right  person  for  the  job. 
Like  Jenny  who  starts  after  lunch. 

monster 

Call  I.888.MONSTER  or  visit  monster.com.  today's  the  day" 


trepreneurs 


R     I  ED 

Back  to  the  future:  Novel  in  design,  the  DeLorean  was  overproduced  and  expensive.  Now  you  can  buy  a  cheaper,  reconditioned  model 


"we  could  even  do  400hp  for  somebody 
who's  psycho  enough." 

Some  might  say  the  same  of  Wynne.  In 
1980  he  immigrated  to  Los  Angeles  from 
Liverpool  in  the  U.K.  to  help  run  a  Euro- 
pean car  repair  shop.  A  year  later 
DeLorean  launched  his  car  factory  in 
Dunmurry,  Northern  Ireland — and  prob- 
lems, like  melted  electrical  systems,  quickly 
emerged.  "Because  of  a  lack  of  competi- 
tion we  were  doing  good  business  [servic- 
ing DeLoreans],"  says  Wynne.  Even  after 
the  motor  company  went  bankrupt  in 
1982,  Wynne  and  his  partner  had  their 
hands  full.  They  renamed  the  shop 
"DeLorean  One"  and  opened  a  second 
garage  in  Houston  in  1987.  When  the 
partnership  soured  eight  years  later, 
Wynne  went  his  own  way. 

What  to  call  the  new  shop?  Wynne  dis- 
covered that  while  DeLorean  Motor  was 
still  tied  up  in  Chapter  1 1,  registration  of 
the  company  name  had  lapsed.  Before 
grabbing  the  name  and  logo,  he  called  John 
DeLorean,  who  told  him,  "I  hope  that  you 
have  better  luck  with  it  than  I  did." 

Then  he  hit  the  jackpot.  Like  all 
DeLorean  mechanics,  Wynne  had  been 
buying  replacement  parts  from  Kapac  Co., 
which  had  acquired  the  liquidated  inven- 
tory from  the  Dunmurry  factory.  By  1996 


Kapac  decided  to  get  out  of  the  business, 
and  Wynne  started  scraping  together  a 
bid.  With  a  wealthy  brother-in-law  like 
John  Hargreaves — who  founded  British 
retailer  Matalan  and  taught  Wynne  how  to 
run  a  business — Wynne  thought  he'd 
have  it  made.  But  when  Hargreaves  didn't 
bite,  Wynne  talked  a  friend  into  investing, 
and  in  1997  they  acquired  the  entire  ware- 

"Unless  you've  got 
the  marketing  to  do 

something,  it's 
$1  million  of  trash." 

house  and  contents,  in  Columbus,  Ohio, 
for  less  than  $  1  million.  The  retail  value  of 
those  parts,  Wynne  says,  is  $35  million. 

He  moved  all  those  parts — 50  truck- 
loads'  worth — to  Houston  three  years  ago, 
where  they  sit  in  a  new  40,000-square-foot 
warehouse.  Financed  with  family  money 
and  cash  flow,  the  move  and  construction 
cost  Wynne  $1.2  million.  Even  with 
annual  carrying  costs  of  $100,000  a  year 
(including  interest  payments,  property 
taxes  and  utilities),  every  sale  of  parts  is 
virtually  found  money.  A  fully  overhauled 


car  that  Wynne  sells  for  $40,000  starts 1 
a  dilapidated  DeLorean,  for  which  he  ] 
maybe  $10,000.  Then  his  mechanics  in 
parts  that  cost  Wynne  $6,000  or  so.  Th 
in  $7,000  in  labor  costs,  plus  overhi 
and  Wynne's  gross  profit  on  a  reb 
model  approaches  $17,000.  He  can  < 
make  money  on  junked  DeLoreans 
which  his  guys  put  just  enough  worl 
get  them  running.  Price:  around  $10,0 

But  you've  still  got  to  bring  in  the  i 
tomers.  "Everything  we  do  is  gea 
toward  selling  more  parts,"  says  Wyr 
"Unless  you've  got  the  marketing  to 
something  with  it,  it's  a  million  dollar 
trash."  That  marketing  consists 
www.delorean.com,  a  showroom,  w; 
house  tours  and  a  quarterly  magaz 
called  DeLoreans,  which  gives  owners  si 
by-step  photographic  instructions  on  h 
to  install  various  parts  themselves.  Wyi 
has  also  licensed  the  DeLorean  image  i 
logo  to  Sony  for  use  in  the  videoga 
Gran  Turismo  4. 

There  will  be  other  markets  for 
those  parts.  In  March  Wynne  sold  his  f 
DeLorean  franchise  to  a  customer 
Florida  whom  he's  known  for  years.  S 
the  move  initially  made  him  a  tad  n 
vous:  "It  was  like  letting  somebody  ti 
your  wife  out  to  dinner." 
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There  are  no  maps  to  the  sweet  spot  of  the 
market.  But  we  know  a  heck  of  a  guide. 


MidCap  Spiders  let  you  own  the  market's  middle  with  just  one  trade. 

You've  built  a  portfolio  with  a  solid  blue  chip  foundation.  Now  you're  considering  more  diversification 
and  a  different  balance  of  upside  potential  and  risk. 


Meet  the  MidCap  SPDR:  A  smart  way  to  tap  the 
potential  of  the  sweet  spot  of  the  market.  With 
every  share,  this  exchange  traded  fund  (ETF)  repre- 
sents the  entire  S&P  MidCap  400,  middle  market 
companies  that  have  matured  to  achieve  $1-4 
billion  in  market  cap.  While  mid-cap  securities  are 
subject  to  greater  risk  than  large-caps,  mid-cap 
companies  are  less  volatile  than  companies  in  the 
often  uncertain  start-up  phase. 

MidCap  SPDRs  trade  just  like  stocks  throughout 
the  trading  day.  So  they're  flexible  enough  to  accom- 
modate a  range  of  investment  strategies.  And  low 
fees  make  MidCap  Spiders  a  cost-efficient  way  to 
invest.  (Your  usual  brokerage  commission  applies.) 

Want  to  learn  more?  Ask  your  advisor.  And  see  if  MidCap 
Spiders  could  be  a  sweet  addition  to  your  portfolio. 


Over  the  last  five  years  MidCap  Spiders  delivered  a  cumulative 
return  of  nearly  50%.  Not  bad  for  a  middleweight. 

And  since  inception,  average  annual  total  returns  have 
been  approximately  15%. 


Average  annual 
total  return  of  MDY 
as  of  6/30/05 

Based  on 
NAV 

Based  on 
Market  Price 


One 
Year 


Five 
Years 


Ten 
Years 


Since 
Inception 


13  99%  8.22%  14.24%  14.68% 
14.22%     8.14%     14.19%  14.69% 


Total  returns  are  calculated'  quarterly  using  the  daily  4  00  p.m.  net  asset 
value  (NAV).  Distributions,  if  any,  are  assumed  to  be  reinvested  back  into 
the  fund  on  the  pay  date  at  the  NAV  on  that  date.  Performance  data  quot- 
ed represents  past  performance  and  is  no  guarantee  of  future  results. 
Current  performance  ma\  he  lower  or  higher  than  quoted.  The  investment 
return  and  principal  value  of  an  investment  will  fluctuate  so  thai  an 
investor's  shares,  when  sold  or  redeemed,  are  subject  to  market  volatility. 
They  may  be  worth  more  or  less  than  their  original  cost.  MDY  shares  are 
bought  and  sold  at  market  price  (not  NAV)  and  are  not  individual^ 
redeemed  from  the  fund.  Brokerage  commissions  will  reduce  rentms.  To 
obtain  most  recent  montA-end  performance,  please  call  I  -800-THE  AMEX 
or  visit  www.MidCapSPDR.com. 


www.MidCapSPDR.com     Ticker  symbol  Amex:MDY 


SVlidOap 


AMERICAN 

STOCK  EXCHANGE" 

An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  carefully  before 
investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.MidCapSPDR.com  or  call  1-800- 
THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  Past  performance  is  no  guarantee  of  future  results.  S&.P 
MidCap  400®  and  MidCap  SPDR®  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  PDR  Services  LLC  and 
American  Stock  Exchange  LLC.  MidCap  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  &.  Poor's  and  S&.P  makes 
no  representation  regarding  the  advisability  of  investing  in  MidCap  SPDRs.  ©2005  American  Stock  Exchange  LLC. 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  MidCap  SPDR  Trust,  a  unit  investment  trust. 


The  best  service  anticipates  your  needs.  To  help  you  arrive  feeling  ready  for  business,  our  Arrivals  Lounge  at  Heat 
has  the  services  of  a  spa.  You  can  step  off  the  plane  and  straight  into  a  shower,  a  robe,  even  a  Molton  Brown  facial -all  \ 
your  suit  is  being  pressed.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  whd 
you're  enjoying  a  gourmet  meal,  or  our  infinitely  more  comfortable  flat  bed,  we  think  you'll  find  our  business  class  like  no  o 


Visitba.com/clubworld  Business  class  is  different  on  BRITISH  AIRWAYS 
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Frequent  travel  programs  aren't  just 
about  points  and  miles  anymore.  Hotels 
and  airlines  are  using  the  plans  to  allow 
their  most  loyal  customers  to  customize 
their  travel  experiences.  And  that,  in  turn, 
convinces  travelers  to  remain  loyal. 


"~ "V     hen  the  era  of  fre- 

Wquent  travel  pro- 
grams began  in  1981, 
the  plans  essentially 

 I     functioned  as  loyalty 

schemes  aimed  at 
keeping  busy  corporate  travelers  in  the 
fold.  During  the  25  successive  years, 
frequency  programs  have  morphed  into 
competitive  tools,  revenue  generators, 


travel-marketing  plans,  general  market- 
ing vehicles  and,  in  the  dark  days  imme- 
diately after  9/11,  a  financial  lifeline  for 
their  hard-pressed  sponsors. 

Lately,  however,  the  wheel  has 
turned  once  more  and  the  best  fre- 
quent flyer  and  frequent  guest  pro- 
grams are  again  largely  viewed  as  loy- 
alty propositions.  Both  travel  industry 
sponsors    and    business  travelers 


understand  the  basic  equation:  I 
breeds  unique  perks,  special 
ment,  wonderful  rewards  and 
old-fashioned,  personalized  serv 

"The  key  to  any  business,  w 
it's  a  mom-and-pop  grocery  stt 
an  airline  or  a  big  hotel  company, 
sonal  attention,"  explains  Adam 
senior  vice  president  and  mar 
director  of  Hilton  H Honors®  Work 
"Greet  customers  by  name,  givei 
exactly  what  they  want  when  the^ 
it.  We've  always  known  that,  t 
airlines  and  hotels  got  bigger,  i 
harder  and  harder  to  do. 

"But  with  programs  like 
HHonors®,  we  have  the  technoloc 
the  ability  to  get  back  to  the  ki 
customized  experience  that  g 
prefer.  We've  worked  hard  and 
made  the  technological  investme 
that  no  matter  which  hotel  brani 
which  property  our  guest  choose, 
staff  has  all  the  information  they 
to  give  guests  exactly  the  exper 
they  want." 

The  ability  of  the  underlying  tec 
ogy  of  frequency  programs  to 
travel  companies  give  old-fashic 
personalized  service  even  as 
expand  has  a  related  side  effe 
allows  them  to  grow  even  larger 
more  business  travelers  get  a  fe< 
the  customized  travel  experience 
more  places  they  want  to  use 
the  more  the  travel  industry  spc 
looks  to  expand. 


The  new  Hilton  HHonors. 

As  individual  as  you  are. 

)m  the  way  you  pack  your  suitcase  to  the  way  you  order  your  coffee,  you've  got 
tyle  all  your  own.  And  now,  to  match  it,  the  new  Hilton  HHonors®  offers  you 
Dre  flexibility  than  ever  before-so  you  can  Double  Dip®  your  way 


ints  and  Variable  Miles: 


ints  and  Fixed  Miles: 


ints  and  Points: 


10  HHonors  Base  points  +  1  airline  mile  per  eligible  dollar  spent 


10  HHonors  Base  points  per  eligible  dollar  spent  +  500  miles  per 
stay  (100  miles  at  Hampton®  and  Scandic) 


15  HHonors  points  per  eligible  dollar  spent 


st  select  the  option  you  prefer,  in  your  Hilton  HHonors  membership  profile 
tline,  at  hiltonhhonors.com/myway.  The  new  Hilton  HHonors.  You  keep  being 
u.  We'll  keep  being  what  you  want. 

hiltonhhonors.com/ myway 


Hilton  HHonors* 

Fbinls&Milcs* 


Hilton 


CONRAD' 

-H.llorr 

DoubleTree- 


]  Hilton 

Hiardenlnn 


HOMEWOOD 
SUITES 


Scandic 

by  Ihltun 


TheHiltbn  Family 


mplete  details,  visit  hiltonhhonors.com/myway.  Hilton  HHonors  membership,  earning  of  Points  &  Miles*  and  redemption  ot  points  are  subject  to  HHonors  Terms  and  Conditions.  ©2005  Hilton  HHonors  Worldwide 
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"Loyalty  is  a  two-way  street.  By 
rewarding  our  members  with  flexibility, 
we  believe  we'll  gain  even  greater 
loyalty  and  more  repeat  business." 

-  Steve  Sickel,  Senior  Vice  President  of 
Priority  Club"  Rewards,  Intercontinental  Hotels  Group 


Take  Mileage  Plus®, 
the  frequent  flyer  pro- 
gram   sponsored  by 
United  Airlines.  United 
is  already  the  nation's  second-l 
carrier,  but  over  the  years  it  has 
able  to  expand  Mileage  Plus®  far  b 
its  own  extensive  global  flight  ne 
No  fewer  than  two  dozen  other  a 
participate  in  Mileage  Plus®  now, 
ing  Lufthansa,  Air  Canada,  Air 
Zealand,  Singapore  Airlines  ana 
Scandinavian.  That  allows  loyal 
Airlines  customers  to  earn  mile 
claim  rewards  on  the  largest  ne 
of  carriers  in  the  world.  Ma 
the  Mileage  Plus®  perks  at  the 
levels  —  most  notably,  airport 
access  —  extend  worldwide,  too 

This  desire  to  expand  to  best 
business  travelers  manifests  its 
increasingly   innovative  ways. 
Priority  Club®  Rewards,  the  fre 
guest  program  of  the  InterCont 
Hotels  Group.  It  recently  introc 
what  is  literally  the  ultimate  lo 
reward:  free  stays  at  any  hotel 
where  in  the  world. 

Priority  Club®  Rewards,  the  indu 
largest  hotel-loyalty  program,  ah 
includes  a  wide  range  of  option 
point  redemption  at  more  than  ' 
Intercontinental  hotels  worldwide, 
includes  Intercontinental  Hotels,  Cr< 
Plaza  Hotels,  Holiday  Inn  and  Holida 
Express,  and  the  Staybridge 
Candlewood  Suites  extended-stay  bn 

But  that  wasn't  enough,  accordir 
Steve  Sickel,  senior  vice  presider 
Priority  Club®  Rewards. 

"Even  though  we  are  the  largest 
company  in  the  world,  we  can't  be  e 
where,"  he  says.  "So  we  want  to  givi 
members  the  flexibility  to  redeem 
points  toward  stays  at  any  hotel,  ret 
less  of  brand  affiliation.  Loyalty  is  a 
way  street.  By  rewarding  our  mem 
with  this  flexibility,  we  believe  we'll 
even  greater  loyalty  and  more  re 
business  from  them." 

The  vehicle  that  Priority  Club®  us0 
offer  its  members  reward  stays  at  rj 
than  500,000  lodgings  worldwide 
American  Express-branded  prepaid 
ing  card.  Available  in  denominations  va 
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THE  BUSINESS-TRAVEL  BUZZ... 
IN  CHICAGO 

TWO  ANCHORS  AND  A  LOT  OF  RIBS 

When  you  need  to  impress  a  client,  Chicago  has  plenty  of  famous  restaurants 
and  dining  rooms  fronted  by  big-name  chefs.  But  when  you  want  to  show 
folks  that  you  really  "get"  Chicago,  take  them  to  theTwin  Anchors,  an  icon  of 
a  neighborhood  tavern  that  serves  what  are  arguably  the  best  ribs  in  town. 
The  70-year-old  joint  isn't  fancy  —  Formica-topped  tables  and  place  mats  is 
the  design  motif  —  but  the  ribs  are  fall-off-the-bone  tender  and  served  with 
generous  sides  of  coleslaw  and  onion  rings  or  fries.  It's  located  at  the  corner 
of  North  Sedgwick  and  West  Eugenie  and  serves  every  evening  until  about 
11  p.m.  (www.twinanchorsribs.com) 


ONE  SINGULAR  SENSATION  AT  O'HARE 

Every  major  airport  has  an  airport  hotel,  of  course,  but  the  Hilton  Chicago 
O'Hare  is  the  prototype  for  all  of  the  great  ones.  It's  the  only  hotel  directly 
connected  to  three  O'Hare  terminals,  and  its  convenience  is  matched  by  its 
extraordinary  facilities:  43  meeting  rooms,  an  elaborate  fitness  center,  a 
collection  of  casual  and  fine-dining  restaurants,  and  an  airline  check-in  kiosk  in 
the  lobby. The  guest  rooms  and  suites  are  equipped  with  high-speed 
Internet  connections,  coffeemakers,  refreshment  centers,  executive  desks  and 
the  new  Hilton  easy-to-set  alarm  clock  that  also  connects  to  your  iPod,  CD 
player  or  other  portable  music  device.  All  of  the  rooms  are  outfitted  with 
ilton's  new  Suite  Dreams  bedding  program,  which  includes  a  plush-top  mat- 
tress, 250-thread-count  linens  and  piles  of  pillows,  (www.ohare.hilton.com) 

BUSINESS-FRIENDLY  IN  CHICAGO 

O'Hare  Airport  is  the  home  of  United  Airlines,  and  business  travelers  using  the 
sprawling  facility  can  concentrate  on  work,  thanks  to  United's  new  Businessl 
program.  It  offers  the  most  convenient  gates:  Businessl  flights  will  depart  from 
the  B-Concourse  to  Boston/Logan,  Dallas/Fort  Worth,  Minneapolis/St.  Paul, 
Newark,  New  York/La  Guardia,  Philadelphia  and  Washington/Reagan  National. 
Businessl  also  offers  guaranteed  arrival  times  to  those  destinations.  On  the  off 
chance  that  your  flight  is  more  than  30  minutes  late,  you'll  receive  500  Mileage 
Plus  miles  (registration  is  required).  Businessl  also  offers  complimentary 
newspapers  on  weekday  morning  flights. before  10:00  a.m.  A  complimentary 
meal  will  also  be  served  during  mealtimes  in  United  First  Class  on  most 
Businessl  flights,  (www.united.com/business1) 


Dyalty  to  an  airline  worth  it?  Stretch  out,  relax,  and  think  it  over. 


ited,  we  feel  a  rewards  program  should  be  just  that — rewarding.  That's  why  we  are  the  only  airline  with  Economy  Plus'5' 
jhout  our  fleet.  It's  a  special  section  up  front  where  our  most  frequent  flyers  can  enjoy  up  to  five  inches  of  extra  legroom. 
"Best  Premium  Economy  Class  in  the  World"  by  the  readers  of  Business  Traveler,  it's  just  one  of  the  many  ways  we 

°     a  "UNITED 


ICOm     A  STAR  ALLIANCE  MEMBER 


It's  time  to  fly. 
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between  $100  and  $250,  the  card  can  be 
claimed  as  a  reward  by  Priority  Club® 
members  and  then  used  as  payment  at. 
any  lodging  establishment  where  the 
American  Express  Card  is  accepted. 

The  prepaid  lodging  card  is  a  form  of 
cash  rebate,  of  course,  but  Sickel  says 
"the  emotion  of  it"  is  compelling  for  busi- 
ness travelers.  "People  want  travel  more 
than  they  want  rebates,"  he  explains. 
"This  is  our  way  of  telling  them  we  value 
their  lodging  business.  And  it's  another 


reason  to  stay  with  us  and  consolidate 
their  stays"  with  Intercontinental. 

Consolidation  of  loyalty  is  one  of  the 
factors  that  has  fueled  the  fast  growth 
of  Hilton  HHonors®  When  the  Hilton 
family  of  brands  was  largely  limited  to 
Hilton  Hotels  and  the  Hilton  Garden 
Inn  brand,  Burke  says  Hilton  only 
claimed  about  a  40%  "share  of  wallet" 
of  Hilton  HHonors®  members. 

But  several  years  ago,  when  Hilton  added 
additional,  appealing  lodging  brands  — 


including  Embassy  Suites,  VgBM 
Hampton  Inns  and  Suites,  I 
Homewood  Suites  and  I 
Doubletree  hotels  —  the  VHM 
loyalty  of  Hilton  HHonors®  ml 
skyrocketed.  Now  that  Hilton  Hhl 
represents  more  than  2,500  hotels! 
the  world,  Burke  says  HHonors®'  s| 
wallet  exceeds  60%. 

"And  our  share  of  wallell 
HHonors6  elite  members  is  I 
80%,"  he  adds.  "That's  because 
a  true  loyalty  program.  We  allc 
guests  to  control  the  experienc 
about  wherever  they  are  in  the 
That's  a  vitally  important  lifesty 
tor.  It's  at  the  heart  of  why  peop 
ticipate  in  loyalty  programs." 

Of  course,  ubiquity  isn't  ever' 
Discerning  business  travelers  war 
loyalty  programs  to  offer  much 
And  the  best  ones  do.  HHonor: 
example,  offers  points  and  r 
nights  at  Conrad  Hotels,  one  of  tfi 
luxury  hotel  groups  to  participate 
major  lodging  loyalty  program. 

And  at  United  Airlines,  Mi 
Plus®  Elite  members  have  the  op 
nity  to  upgrade  at  no  cost  on  al 
come,  first-served  basis  to  L 
Economy  Plus,  the  best  coach  s 
the  skies.  Economy  Plus  offers  p 
um  seating  with  up  to  five  more  I 
of  leg  room  at  the  front  of  Unl 
Economy  cabins. 

As  an  additional  perk  to  its  I 
Mileage  Plus®  members,  Ecoil 
Plus  is  widely  available  throucl 
United's  system.  In  fact,  United  I 
only  major  U.S.  airline  to  offer  pi 
um  economy  seating  throughoil 
mainline  fleet.  Economy  Plus  is 
able  on  all  United  andTed  flights  a 
currently  being  installed  in  all  70 
United  Express  regional  jets. 

"It's  the  most  comfortable  seal 
.can  have  in  coach,"  declares  W 
Peters,  a  United  Mileage  Plus® 
member.  "You  can  stretch  out  and 
and  get  work  done.  It's  what  keep: 
loyal  to  United.  They  recognize  tl 
spend  a  lot  of  money  with  them  d« 
the  year,  and  they  reward  me  with  a 
ter  seat  almost  every  time  I  fly.  V 
could  be  better?" 
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THE  BUSINESS-TRAVEL  BUZZ... 
IN  LONDON 

SUP  AND  SLEEP  WHILE  FLYING  ACROSS  THE  SEA 

British  Airways  is  making  the  most  of  the  flat  beds  in  its  award-winning 
Club  World  business  class  with  a  new  Sleeper  Service.  On  selected 
evening  flights  to  London,  Club  World  passengers  are  offered  a  preflight 
supper  in  BA's Terraces  lounges  before  departure. That  allows  travelers  to 
maximize  their  sleep  time  on  board  the  overnight  transatlantic  flights.  And 
for  a  more  peaceful  journey,  the  overnight  flights  offer  a  quieter  and  darker 
cabin  ambience  with  reduced  trolley  movements.  After  the  flight.  Club 
World  passengers  can  prepare  for  the  day  ahead  at  BA's  London  Heathrow 
Arrivals  Lounge,  where  shower  facilities,  hearty  breakfasts,  massages  and 
mini-facials  are  available.  Sleeper  Service  is  available  on  evening  depar- 
tures from  New  York/Kennedy,  Newark,  Boston,  Philadelphia, 
Chicago/O'Hare  and  Toronto,  (www.ba.com/thesleeperservice) 

PUB  GRUB  DONE  TO  PERFECTION  NEAR  WATERLOO 

Waterloo  Station  is  London's  largest  terminal.  Besides  Underground 
service,  it  offers  regional  trains  to  southeast  England  and  is  home  to 
the  Eurostar  train  to  Brussels  and  Paris.  Just  a  few  steps  from  all  of 
Waterloo's  bustle  is  the  White  Hart,  a  once-decrepit  bar  that  has  been 
gloriously  transformed  into  one  of  London's  most  stylish  "gastro- 
pubs."  There  are  comfy  sofas  and  brasserie-style  outdoor  tables,  great 
beer  and  ale  on  tap,  and  a  wide  variety  of  bottled  beers  from  around 
Europe,  some  quite  rare. The  menu  boasts  fabulous  burgers,  salads, 
pastas  and  fish  dishes.  "A  smart  little  venue,"  raved  the  usually  hyper- 
critical Time  Out  London  magazine  this  summer.  The  White  Hart  is 
located  at  29  Cornwall  Rd.,  SE1  8TJ;  telephone:  020  7401  7151. 

AN  URBAN  MAKEOVER  OF  OLYMPIC  PROPORTIONS 

The  rush  of  events  in  July  cut  short  the  celebrations,  but  London's 
selection  as  host  of  the  2012  Summer  Olympic  Games  means  the  start  of 
a  massive  makeover  for  huge  swaths  of  the  sprawling  city.  A  500-acre 
lpic  Park  will  be  built  in  the  borough  of  Newham,  and  it  will 
jde  several  new  sports  stadiums,  a  velodrome,  an  aquatic  center, 
arena,  an  athletes'  village  and  even  a  baseball  park.  A  River 
)ng  theThames  will  stretch  as  far  east  as  Greenwich. The 
Sames  organizers  have  even  produced  self-guided  walking 
the  Olympic  areas  so  visitors  can  get  a  sense  of  the  scope  of 
)ming  makeover,  (www.london2012.com) 


Earn  here. 

Intercontinental* 
Crowne  Plaza® 
Hotel  Indigo" 
Holiday  Inn* 
Holiday  Inn  Express' 
Staybridge  Suites" 
Candlewood  Suites1 


Now  redeem 
us  for  any 

Redeem  at  any  hotel. 

Choose  any  of  our  hotels. 
Or  choose  any  competitive 
hotel,  anywhere.  That's 
over  half  of  a  million 
hotels  worldwide. 


the  points  you  earn  with 
hotel.  Even  our  rivals' 


Introducing  the  only  hotel  rewards  program  that  gives  you  the  freedom  of 
choice.  Simply  earn  points  at  one  of  our  hotels.  And  redeem  them  to  stay 
wherever  you  want.  Our  hotels.  Their  hotels. 
Anywhere.  Any  time.  Now  that's  freedom. 


For  details,  visit  priorityclub.com/anyhotel 
or  call  1-888-211-9874. 


©  2005  Intercontinental  Hotels  Group.  All  rights  reserved.  Most  hotels  are  independently  owned  and/or 
operated.  Redeem  your  Priority  Club'  Rewards  points  for  a  prepaid  lodging  card,  which  can  be  used  at  any 
lodging  establishment  where  the  American  Express"  Card  is  welcome. 


PRIORITY 

CLUB 

It's  easier. 
.  

Enjoy."" 
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theBESTofth 

ROADRIGHTNCTM 


E 


ife  on  the  road  rarely  brings  out  the  best  in  travelers 
or  the  travel  industry.  But  smart  marketers  are  creating 


the  kinds  of  useful  products  and  exceptional  services  that 
build  loyalty  among  discerning  business  travelers. 

This  is  turning  out  to  be  a  record  year  for  travel,  with  more  people  flying 
and  more  hotel  stays  than  in  any  year  in  history.  But  as  most  business 
travelers  will  attest,  life  on  the  road  isn't  the  proverbial  bowl  of  cherries. 

For  the  first  time  in  years,  however,  some  segments  of  the  travel 
industry  are  working  to  improve  life  on  the  road  for  corporate  travelers. 
It's  now  possible  to  say  that  there  are  substantive  differences  in  the 
way  some  airlines,  hotels  and  car-rental  firms  treat  their  customers. 
Travelers  who  seek  a  better  experience  when  they  are  on  the  road 
can  actually  find  one. 

What's  best  in  business  travel  right  now?  Here's  a  look  at  the  state-of- 
the-art  offerings  of  on-the-road  comfort. 


THE  BEST  CARS 
ON  THE  ROAD 

Car  rentals  get  the  least  attention  of  all 
the  major  facets  of  business  travel 
because  there  is  very  little  difference  in 
the  products  offered  by  the  major  car- 
rental  firms.  But  Hertz  has  shattered  that 
conventional  wisdom  with  a  ground- 
breaking program  called  the  Hertz 
Prestige  Collection.  Literally  everything 
about  the  Prestige  Collection  is  unique. 

It  all  starts  with  the  cars.  At  more 
than  60  locations  in  the  United  States 
and  Canada,  Hertz  offers  the  cream  of 
the  crop  of  the  world's  motorcars: 
Audis,  Cadillacs,  Hummers,  Infinitis, 
Jaguars,  Land  Rovers,  Lincolns  and 
Volvos.  But  unlike  standard  rentals  of 
more    pedestrian    cars,    the  Hertz 


Prestige  Collection  stocks  several  mod- 
els of  each  vehicle  —  and  renters  can 
specify  the  model  they  want  to  drive 
and  reserve  it  in  advance. 

Layered  on  top  of  the  special  cars  is 
a  raft  of  special  services.  Hertz  will  pick 
up  Prestige  Collection  renters  from  hotels 
and  resorts  within  a  15-mile  radius  of  the 
specific  Hertz  location.  Prestige  Collection 
vehicles  are  waiting  in  a  weather- 
protected  area,  and  renters  receive  expe- 
dited service  when  they  return  the  car. 
Prestige  Collection  renters  also  receive  a 
one-year,  fee-waived  membership  in  Hertz 
#1  Club  Gold.  There's  even  a  special  toll- 
free  number  for  Prestige  Collection 
renters  (800-654-2250),  staffed  by  Hertz 
representatives  who  can  answer  ques- 
tions about  the  automobiles.  And  each 
Prestige  Collection  vehicle  is  outfitted 
with  the  Hertz  NeverLost  In-Car 
Navigation  System,  an  advanced  GPS 
satellite  console  that  guides  renters  turn 
by  turn  to  their  destinations. 


THE  BEST  BEDS 
IN  THE  SKY 

Business  class  is  different  on 
Airways,  and  it's  no  surprise:  BA 
the  first  carrier  to  offer  lie-flat  be 
business  class,  and  the  airline's  e> 
dinary  Club  World  service  is  now 
able  on  flights  to  Britain  from  ec 
BA's  North  American  gateways. 

BA's  Club  World  seat  reclines 
fully  flat,  6-foot-long  bed.  BA  rec 
enhanced  the  flat  bed  with  adva 
cushioning  technology  similar  to 
used  in  the  latest  premium  house 
mattresses,  providing  travelers 
more  comfort  and  increased  ergo 
ic  support.  Passengers  also  re« 
large  pillows  and  thick,  high-qi 
blankets,  plus  an  amenities  bag 
with  specialty  products  from  M' 
Brown.  Each  passenger  has  his  o 
own  footstool  and  a  personal  rea 
light  that  offers  three  brightness 
tings.  Each  seat  bed  is  also  outf 
with  an  8.4-inch  personal  video  sc 
that  swivels  for  comfortable  vie" 
whether  you're  seated  or  lying  in 
The  entertainment  system  offei 
choice  of  16  games  and  up  to  18  c 
nels  of  film  and  TV,  as  well  as  12  c 
nels  of  audio  programs.  Each  seat 
also  has  a  privacy  screen 
.  "Our  multi-award-winning  Club  \A 
product  has  led  the  way  in  busm 
class  travel  for  several  years,"  expl 
Martin  George,  commercial  directo 
British  Airways,  who  helped  over 
the  nearly  $400  million  developmen 
the  beds  and  BA's  Lounge  in  the 
business-class  concept.  "In  the  I 
year,  you  can  expect  to  see  furl 
investment  in  Club  World." 


OPEN:  The  Small  Business  Network  from  American  Express  and  Hertz  have  joined  together 
to  save  your  company  money.  Now  it's  easy  to  save  even  more  at  Hertz.  Just  pay  with  an  American 
Express®  Business  Card  and  save  an  extra  5%  off  your  total  rental  charges,  including  surcharges  and 
taxes.  The  extra  5%  savings  will  automatically  appear  on  your  American  Express  statement  and  is 
combinable  with  any  Hertz  GDP. 

The  savings  continue  to  add  up  when  you  use  Hertz  CDP#306613  for  up  to  20%  off  Hertz  Business  Travel 
Rates.  Plus,  as  an  American  Express  Business  Gardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1 
Club  Gold®  membership,  our  fastest  way  to  rent  a  car.  For  details,  go  to  http://www.hertz.com/open. 


To  make  a  reservation,  go  to  hertz.com,  call  1-800-654-3131  or  contact  your  travel  professional. 
To  learn  more  or  apply  for  an  American  Express  Business  Card,  call  1-888-473-5816  or  visit 
open  .americanexpress.  com/hertz 


FOR  BUSINESS  Rent  Wisely. 

ey  word:  hertz 

rents  Fords  and  other  fine  cars.  ®  Reg.  u  s.  Pat.  off.  ©  2005  Hertz  System,  inc. 

YOUR  INFORMATION:  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express®  Business  Card.  Savings 
able  only  at  participating  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice.  Hertz  terms  and  conditions 
1.  For  more  information  please  visit  open.americanexpress.com/savings. 


YouVe  Got  Some  Friends 
Homewood  Suites  by  Hilto 

Homewood  Suites  by  Hilton  wows  business  travelers,  families  and  vacationers  with  spac 
fully  equipped  suite  accommodations,  complimentary  hot  breakfasts  and  light  evening  m 
But  you'll  feel  closer  to  home  because  the  people  genuinely  care  about  you. 


Tami  Long  knows  how  to  make  travelers 
happy:  Save  them  a  meatball  sub. 

"We  work  awfully  hard  to  make  both 
short-term  and  long-term  guests  feel  at 
home,"  says  Long,  the  general  manager  of 
the  Homewood  Suites  by  Hilton  Colorado 
Springs-North  in  Colorado.  "But  sometimes  it's  as  simple  as 
having  a  guest  feeling  comfortable  enough  to  call  me  and  say, 
'Hey,  I'm  running  late.  Could  you  save  me  a  meatball  sub?' 
from  the  Welcome  Home  reception." 

Long  has  saved  her  share  of  meatball  subs  for  guests.  And 
she's  convinced  that  the  truly  personal  touch  is  at  least  as 
important  as  the  thoughtful  perks  and  privileges  offered  at  all 
of  the  more  than  150  Homewood  Suites  by  Hilton  locations 
in  the  United  States  and  Canada. 

Brett  Sechrist,  general  manager  of  the  Homewood  Suites 
Harrisburg-West  (Hershey  Area)  in  Pennsylvania,  agrees. 
"We  have  people  who  'get  it,'"  he  says  about  his  hotel's 
staff.  "My  people  never  tell  a  guest,  'Sorry,  it's  not  our  pol- 
icy.' They  take  care  of  the  guest,  do  what  the  guest  needs. 
If  they  have  to,  they  can  ask  me  for  forgiveness  later." 

That  kind  of  dedication  is  what  sets  Homewood  Suites 
by  Hilton  apart.  Travelers  know  that  Homewood  Suites  is  as 
close  as  you  can  get  to  a  home  on  the  road.  The  facilities  are 
comfortable  and  comforting.  The  conveniences  are  carefully 
attuned  to  helping  travelers  maximize  their  business  or  leisure 
time.  And  the  people  are  genuinely  interested  in  the  welfare 
of  the  traveler. 

"We  hire  for  personality  and  the  desire  to  care  for  guests," 
explains  Long.  "And  once  we  get  a  traveler  into  a  Homewood 
Suites  hotel,  we  make  a  friend,  and  that  makes  them  a  long- 
term,  repeat  customer." 

The  upscale,  all-suite  residential-style  Homewood  Suites 
by  Hilton  hotels  target  travelers  who  are  on  the  road  for 
a  few  nights  or  longer.  Every  Homewood  Suites  by  Hilton 
hotel  is  designed  to  make  guests  feel  closer  to  home, 
providing  them  with  all  the  comforts,  convenience  and 
privacy  of  home  for  the  price  of  a  traditional  hotel  room. 

"The  all-suite  philosophy  is  brilliant,"  says  Scott  Tripoli,  general 
manager  of  the  Homewood  Suites  Orlando-International  Drive/ 
Convention  Center  hotel.  "Once  you  walk  into  your  room  and  see 
that  there's  another  room  in  there,  well,  you  just  go,  'wow!'" 

And  Homewood  Suites  by  Hilton  certainly  does  have 
the  "wow  factor."  Unlike  the  cramped  surroundings  of  a 
traditional  hotel,  the  Homewood  Suites  brand's  spacious 


studio,  one-  and/or  two-bedroom  suites  offer  sep 
sleeping  and  living  areas.  Every  accommodation  offe 
fully  equipped  kitchen,  complete  with  microwave  oveni 
size  refrigerator,  twin-burner  stove,  toaster,  coffeem 
utensils  and  place  setting  for  four.  There's  ample  v 
space,  two  telephones  with  voice  mail,  a  remote-contr 
television  with  videocassette  player  and/or  on-den 
movies  and  a  premium  cable  channel.  There's  an  iron 
ironing  board,  too. 

Homewood  Suites  by  Hilton  guests  also  enjoy  a  con 
mentary  Suite  Start™  hot  breakfast  daily  and  a  Welc 
Home®  reception*  featuring  a  light  meal  and  beverc 
Monday  through  Thursday  evenings. 

"Everyone  loves  the  breakfast  and  the  reception," 
Sechrist.  "And  quite  honestly,  you  can  make  a  meal  out  of  all 
items  we  offer  in  the  evening." 

Sechrist  should  know.  He's  often  the  barbecue  chef  wher 
hotel  hosts  evening  cookouts.  "I  just  love  doing  the  hot  dogs 
burgers,"  he  says.  "The  guests  know  I'm  accessible  and 
take  serving  them  seriously." 

Although  the  average  Homewood  Suites  guest  is  a  b 
ness  traveler  who  spends  more  than  five  nights  at  a  prope 
many  stay  for  weeks  or  months  at  a  time  when  working 
project,  relocating  or  while  in  training.  But  the  combinatioi 
spacious  accommodations  and  extraordinary  services  £ 
appeals  to  families  on  holiday  —  or  just  about  anyone  v| 
wants  to  feel  like  they're  at  home  while  traveling. 

This  just-like-home  feel  of  a  Homewood  Suites  hotel  is  a 
mented  by  a  smartly  designed  package  of  services  that  appq 
to  a  wide  range  of  travelers.  There  is  complimentary  high-sra 


et  access  in  guest  suites  as  well  as  wireless  access  in 
public  areas.  A  copy  of  USA  Todaf  is  delivered  to  the 
;ach  weekday  morning.  There's  a  complimentary  grocery- 
ing  service**  and  most  locations  have  a  swimming  pool, 
se  center  and  sports  court,  in  addition  to  a  business  cen- 
d  a  small,  private  meeting  room.  Most  locations  also  offer 
site,  24-hour  Suite  Shop®  convenience  store  and  guest- 
y  services.  Guests  also  receive  Points  &  Miles®  for  each 
i  one  of  the  richest  frequent-travel  programs  in  the  world, 
HHonors®. 

mds  like  the  best  of  home  and  road  all  in  one  place,  right? 
omewood  Suites  enhances  those  benefits  with  its  unique 
ality  center  called  The  Lodge.  It's  a  central  area  off  the  main 
where  guests  can  relax,  eat  and  socialize,  and  it  features  a 
room  area  and  a  comfortable  living  room.  The  Lodge  is  also 
|  guests  can  partake  of  the  daily  complimentary  Suite  Start  " 
eakfast  and  the  Welcome  Home®  reception. 
i  Homewood  Suites  recently  introduced  the  Homewood 
3Ctions"  program.  It  helps  business  families  stay  in 
—  and  even  provides  tips  for  bringing  kids  along  on 
ess  trips.  Among  the  components  of  Homewood 
jctions  are  the  Homewood  Connections  Cyber-Speak 

Guide;  special  family-oriented 
grocery-shopping  service;  and 
online  tips  from  family  travel 
VCOHHCCUC>hy^    expert  Eileen  Ogintz. 


^  HOMEWOOD 


Or  as  Scott  Tripoli  of  the  Homewood  Suites 
Orlando-International  Drive/Convention 
Center  hotel  says  with  pride,  "Once  you  stay  | 
here,  you  love  it.  I  see  people  visiting  us  two 
or  three  times  a  year  or  more.  That's  how  I 
know  people  love  it:  when  they  come  back." 

To  make  a  reservation  at  any  Homewood  Suites  by  Hilton 
hotel,  visit  homewoodsuites.com  or  call  1-800-CALL-HOME9. 

*Subject  to  state  and  local  laws.  **Guest  pays  for  groceries. 
Other  restrictions  apply.  Hilton  HHonors®  membership,  earning  of 
Points  &  Miles®,  and  redemption  of  points  are  subject  to  HHonors 
Terms  and  Conditions.  ©2005  Hilton  Hospitality,  Inc. 


My  Homewood. 

A  living  room,  separate  bedroom* 
fully  equipped  kitchen  and 
complimentary  high-speed 
Internet  access  at  all  U.S. 
locations.  A  complimentary  hot 
breakfast  every  morning  and  a 
Manager's  Reception*  every 
weeknight.  So  you  can  feel  at 
home  even  when  you're  not. 
All  for  less  than  you  might  think. 
Visit  homewoodsuites.com, 
or  dial  l-SOO-CALL-HOME.* 


MAKE  YOURSELF  AT  HOME.1 


a  space  I  can 
of  kick-starting 


union  railing 
on  HHonors 


su* 


3  hotels  have  studio  suites  tMondny  through  Thursday,  subject  to  state  and  local 
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THE  BEST  NEW 
BUSINESS-TRAVEL  WEB  SITE 

Airlines  outfit  their  planes  in  a 
bewildering  variety  of  configurations, 
and  formerly  the  only  way  business 
travelers  could  find  out  where  their 
seats  were  located  was  to  drill  deep 
down  into  each  carrier's  respective 


Web  site.  SeatGuru.com  is  one  of 
those  why-didn't-l-think-of-that  ideas: 
It  gathers  the  seat  maps  of  more  than 
two  dozen  of  the  world's  most  popular 
airlines  in  one  place.  Every  configura- 
tion of  each  carrier's  planes  is  listed 
with  a  detailed  seat-map  graphic. 
The  site  also  incorporates  in-depth 
remarks  and  observations,  a  color- 
coded  system  to  help  identify  superior 
and  substandard  seats,  and  icons  to 
highlight  amenities  such  as  laptop 
power  and  audio/video  entertainment. 


i 


THE  BEST  HOTEL 
ALARM  CLOCK 

Business  travelers  sneer  a 
alarm  clocks,  and  it's  not  hard  tc 
stand  why.  The  alarms  are  impos 
set,  visitors  to  a  city  never  kno\ 
stations  are  available,  and  the  s< 
always  awful. 

But  the  Hilton  Family  of  Hotels 
includes  the  Hilton,  Homewood 
Embassy  Suites,  Hilton  Garden  I 
Doubletree  brands,  has  solved  th 
lem.  It  custom-designed  its  owr 
clock,  which  includes  an  eas> 
alarm,  stereo  speakers,  station  p 
and  a  revolutionary  feature  that 
MP3  players  and  other  portable 
devices  to  use  the  alarm  clock's  sp 

The  sleekly  designed  system 
big,  bright  LCD  panel  to  display  th 
and  the  alarm  setting.  Setting  the 
requires  just  three  easy  steps  - 
steps  are  printed  right  on  the  front 
device.  The  four  station  presets  ai 
sen  by  the  hotel  and  have  big,  be 
tons  with  appropriate  graphics  so 
can  instantly  tune  to  news,  spor 
popular  musical  genres.  The  built-in 
speakers  deliver  high-quality  bro. 
sound,  and  an  integrated  connectior 
plugs  into  a  guest's  portable  music 
so  that  one  can  play  one's  own 
through  the  alarm  clock's  speakers. 


Joe  Brancatelli  is  editor  and  publish| 
JoeSentMe.com,  a  noncommercial 
Web  site  for  business  travelers. 

WEB  DIRECTORY 

British  Airways  www.ba.com 

Hertz  www.hertz.com 

Hilton  HHonors*  www.hiltonfamily.coi 

Homewood  Suites  by  Hilton 
www.homewoodsuites.com 

Intercontinental  Hotels  Group  or  Crc 
Plaza  Hotels:  Priority  Club  Rewards 
www.priorityclub.com 

United  Airlines  www.united.com 
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THE  BUSINESS-TRAVEL  BUZZ... 
IN  HONG  KONG 

A  MAKEOVER  FOR  A  MASTERPIECE 

The  Intercontinental  Hong  Kong  was  acclaimed  as  a  masterpiece  the 
moment  it  opened  25  years  ago,  and  now  the  Kowloon  landmark  is  getting 
a  fabulous  makeover. There's  a  state-of-the-art  executive  lounge,  an 
expanded  fitness  center  and  a  new  spa.  Super-chef  Alain  Ducasse  has 
opened  a  branch  of  SPOON  to  complement  the  hotel's  seven  other  food 
and  beverage  outlets.  Next  comes  a  renovation  of  most  of  the  hotel's  495 
rooms  and  92  suites. To  emphasize  the  signature  views  of  Hong  Kong  and 
Victoria  Harbour,  guest  rooms  are  being  outfitted  with  soft,  warm  colors, 
curved  desks,  37-inch  LCD  televisions  and  Bose  CD/DVD  systems. The 
centerpiece:  an  awe-inspiring  7,000-square-foot  Presidential  Suite  with  a 
duplex  atrium  entrance  hall  and  living  room  featuring  two-story  plate-glass 
windows  with  panoramic  views  of  the  harbor  and  Hong  Kong  Island. 
The  suite  will  also  offer  a  2,500-foot  terrace  and  a  rooftop  Infinity 
swimming  pool  and  Jacuzzi,  (www.hongkong-ic.intercontinental.com) 

A  CANTONESE  CLASSIC  IN  CENTRAL 

Hotel  dining  in  Hong  Kong  is  so  good  and  so  diversified  that  many 
business  travelers  never  venture  out  into  the  admittedly  bewildering, 
but  unbelievably  satisfying,  world  of  cuisine  in  Hong  Kong's  independent 
restaurants.  But  if  you  don't  get  out  of  your  hotel,  you  won't  find  Yung  Kee, 
the  60-year-old  grande  dame  of  Hong  Kong  Cantonese  restaurants. 
Foodies  from  around  the  world  dote  on  the  succulent  roast  goose  and 
barbecued  pork.  Located  on  Wellington  Street  in  the  bustling  Central 
district,  the  restaurant  reflects  all  the  energy  and  frenzy  of  Hong  Kong, 
but  Yung  Kee  also  makes  it  easy  for  visitors.  There  are  English-language 
menus  and  four  set  meals  that  offer  a  spot-on  sampling  of  classic 
Cantonese  cooking,  (www.yungkee.com.hk/history/history-e.php) 

SHOP  (AND  SHOP  AND  SHOP)  AND  FLY 

Hong  Kong's  position  as  the  world's  preeminent  shopping  city  is  unchal- 
lenged, but  business  travelers  rarely  have  the  spare  time  to  prowl  the 
city  and  haggle  with  the  merchants,  who  love  to  bargain  as  much  as  sell. 
Not  to  worry.  Hong  Kong  International  is  as  much  gentrified  shopping 
mall  as  airport.  Want  watches  and  fine  jewelry  at  surprising  discounts  off 
their  U.S.  prices?  Carrier, Tiffany  and  Bulgari  are  all  located  on  Level  6  of 
the  airport.  Looking  for  world-class  clothing?  Dunhill,  Burberry,  Zegna, 
Celine,  Bally,  Dior,  Ferragamo,  Prada,  Hermes,  Hugo  Boss  and  Ralph 
Lauren  are  on  Level  6,  too.  (www.hongkongairport.com) 
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edicine 


New  tiny  sensors  spot 
disease  before  it  occurs. 

By  Robert  Langreth 


w 


Fhen  doctors  need 

to  peek  at  mysterious 
goings-on  inside  the 
human  body,  they  can. 
skip  the  scalpel  and 
rely  on  MRIs  and  CT  scans.  These 
state-of-the-art  imaging  technologies, 
successors  to  the  X  ray,  reveal  exquis- 
itely detailed  pictures  of  various  tis- 
sues, organs  and  other  anatomy. 

Yet  some  of  the  most  important 
details  are  invisible  to  MRI  (magnetic 
resonance  imaging)  and  CT  (conv 
puted  tomography).  They  can't 
reveal  the  molecular  defects  that  indi- 
cate whether  an  abnormal  Tump  is 
cancerous  or  benign.  They  can't  tell 
doctors  which  bad  genes  are  active  in 
a  patient's  tumor  or  whether  a  drug 
is  reaching  its  intended  target.  The 
result,  says  Stanford  University  imag- 
ing researcher  Dr.  Sanjiv  Gambhir: 
"Everyone  is  shooting  blindly."  . 

But  a  new  generation  of  far 
sharper  imaging  is  on  the  way, 
deploying  the  emerging  science  of 
nanotechnology  and  other  advanced 
methods  to  reveal  invisible  workings 
at  a  molecular  and  cellular  level.  Some 
techniques  have  just  come  into  use; 
others  are  in  patient  trials  (or  about 


This  combined  PET/CT  scan  from 
GE  spots  two  likely  bowel 
tumors  (purple)  in  a  patient. 
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to  begin  them);  some  of  the  most  daring 
are  still  in  the  lab. 

In  five  to  ten  years  a  flurry  of  new 
imaging  agents — injected  into  the  body 
to  seek  out  and  latch  on  to  defective  pro- 
teins in  tumor  cells,  brain  plaque  in 
Alzheimer's  patients,  molecular  flaws 
causing  rheumatoid  arthritis  or  small 
blood  clots  hidden  in  the  brains  of  people 
who  are  about  to  have  a  stroke — may 
emerge.  These  "molecular  beacons,"  as 
one  researcher  calls  them,  would  work 
with  MRIs  and  CT  scans  to  better  pinpoint 
the  presence  of  disease. 

HoyiLaPEL&canner  Works 


Weissleder,  who  runs  a  big  imaging  lab  at 
Massachusetts  General  Hospital.  "A  lot  of 
times  we  are  looking  at  shadows  that  are 
hard  to  interpret,"  adds  Washington  Uni- 
versity cardiologist  Samuel  A.  Wickline, 
cofounder  of  the  drug  startup  Kereos.  "In 
the  future  we  will  look  at  unique  molecu- 
lar beacons"  that  signal  disease. 

The  science  is  coming  into  place,  but 
a  big  uncertainty  remains.  "It's  not  clear 
what  the  business  case  is,"  says  Daniel 
Sullivan,  head  of  the  National  Cancer 
Institute's  imaging  program.  Agents  can 
cost  half  as  much  to  develop  as  therapeu- 


1.  Radioactive  fluoride-18  is  made  in  a  particle  accelerator  called  a  cyclotron. 

2.  The  isotope  is  used  to  synthesize  a  radioactive  sugar  called  FDG. 

3.  FDG  is  injected  into  a  patient. 

4.  The  FDG  goes  to  tumor  cells,  releasing  radioactive 
positrons,  which  in  turn  generate  gamma  rays. 

5.  The  scanner  uses  these  rays  to 
construct  a  map  of  "hot  spots," 
high  concentrations  of  FDG, 
which  usually  correspond 
to  tumors. 


Ultimately  these  advances  may  let 
doctors  spot  disease-causing  abnormali- 
ties long  before  any  symptoms  surface. 
Molecular  imaging  agents  could  speed 
the  advent  of  a  new  era  of  personalized 
medicine,  in  which  therapies  are  tailored 
to  patients'  individual  gene  maps  and 
doctors  can  monitor  the  treatments' 
impacts  on  a  molecular  scale. 

"We  are  trying  to  revolutionize  the 
way  we  look  at  the  body,"  says  Dr.  Ralph 


Sources:  GE:  Jack  White  Design. 


tic  drugs,  but  they  may  bring  in  only  one- 
tenth  the  revenue,  $50  million  to  $100 
million  annually  per  agent,  Sullivan  says. 
Most  big  drugmakers  have  ignored  the 
area,  leaving  the  field  to  midsize  firms 
such  as  Germany's  Schering  and  bou- 
tiques like  Advanced  Magnetics. 

Still  the  dramatic  promise  of  molecu- 
lar imaging  has  attracted  a  raft  of  startups 
and  big  guns  such  as  General  Electric  and 
Siemens.  "We  want  to  be  able  to  see  the 


molecular  signature  of  disease,"  sa;l 
lecular  biologist  Michael  Montalul 
sleuths  for  new  brain-imaging  agerl 
GE  lab  in  Niskayuna,  N.Y. 

GE  spent  $9.4  billion  last  y<| 
acquire  the  British  molecular  diagil 
firm  Amersham  and  its  line  of  irr| 
agents  used  for  CT  and  MRI  scans. 
Siemens  of  Germany  paid  $1  billi<| 
CTI  Molecular  Imaging  in  Kno: 
Tenn.,  a  leader  in  PET  (or  positron 
sion  tomography)  scans,  which  dete| 
lular  metabolism. 

PET  scans,  invented  in  the  1970s! 
were  the  neglected  sibling  of  MRI  ail 
scans.  But  in  the  past  five  years  thel 
has  exploded,  and  the  earliest  examp I 
new  molecular  agents  are  showirl 
here.  While  MRI  and  CT  capture  ima  I 
anatomy,  PET  measures  body  chemis| 
involves  injecting  tiny  amounts 
radioactive  sugar  called  FDG  into  pa  | 
to  spot  areas  of  rapid  metabolism, 
growing  tumors  gobble  up  the  ghl 
more  quickly  and  show  up  as  hot 
on  the  resulting  scan. 

PET  technology  was  confined  t<| 
lab  for  many  years  but  took  off 
Medicare  started  covering  the  scanl 
cancer  patients  in  2000.  More  than  a 
lion  PET  scans  were  done  last  year, 
their  number  is  growing  upwards  of 
annually.  In  2003  a  study  showed  F 
strengths.  Assessing  a  tumor's  sprea 
lung  cancer  patients  by  using  PET  an' 
combined  was  far  more  accurate  1 
using  either  technique  alone,  researc 
reported  in  the  New  England  Journi 
Medicine.  PET  finds  the  hot  spots,  anc 
maps  their  anatomical  location. 

Now  scientists  are  working  on 
radioactive  tracers  that  bind  to  diffe: 
types  of  cellular  structures.  One  tra 
FLT,  being  tested  by  the  National  Car 
Institute  and  GE  detects  the  DNA  synl 
sis  that  occurs  when  a  cell  divides, 
may  help  oncologists  get  an  immed 
readout  on  whether  cancer  drugs 
working,  instead  of  having  to  wa: 
month  or  more  for  tumor  shrinkage 
show  up  on  a  CT  scan.  (GE  produ 
equipment  that  hospitals  use  to  synt 
size  the  substance.) 

One  promising  PET  pursuit  invol 
tracers  that  can  monitor  the  buildup 
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Which  is  why  a  farmer  is  har7esting  corn.  And  why 
a  train  is  transporting  that  corn. 


west  of  Topeka,  someor. 


And  why  ADM  is  turning  corn  into  ethanol, 
a  renewable,  cleaner-burning  fuel. 


Somewhere  west  of  Topeka,  someone's  getting  out  for  a  breath  of  fresh  air. 


And  a  lot  of  us  at  ADM  are  working  to  help  make  sure 
that  fresh  air  is  actually  —  fresh. 


ADM 

RESOURCEFUL  BY  NATURE" 


Scanning  for  Alzheimer's  Disease 


PET  scans  show  brain  plaque  highlighted  by  an  experimental  drug  from  the  University  of  Pittsburgh.  A  healthy  brain 
(far  left)  has  no  plaque;  the  brain  of  an  Alzheimer's  patient  (far  right)  is  full  of  it,  shown  in  red.  The  other  scans  are  of 
patients  with  mild  cognitive  impairment. 


toxic  amyloid  protein  fragments  in  the 
brains  of  Alzheimer's  patients.  They  are  a 
hallmark  of  the  disease  and  may  cause 
brain-cell  death.  But  until  now  the  only 
way  to  verify  their  presence  has  been 
postmortem,  during  an  autopsy,  and  this 
has  held  back  research  for  a  cure. 

Both  GE  and  Siemens  are  testing  PET 
agents  that  can  detect  plaque  buildup  while 
patients  still  are  alive — and  perhaps  even 
before  they  develop  symptoms.  GE's  agent, 
licensed  from  the  University  of  Pittsburgh, 
is  a  radioactive  version  of  one  of  the  chem- 
ical dyes  used  by  pathologists  to  spot  amy- 
loid during  autopsies.  It  was  devised  by  the 
school's  William  Klunk,  a  geriatric  psychi- 
atrist, and  radiochemist  Chester  Mathis. 
Klunk  says  one  day  a  brain-plaque  screen- 
ing could  do  for  Alzheimer's  disease  what 
tests  of  blood  pressure  and  cholesterol  lev- 
els did  for  heart  disease. 

The  Pittsburgh  compound,  injected 
into  the  body,  filters  into  the  brain,  gloms 
on  to  amyloid  protein  present  in  the  cor- 
tex and  sends  out  a  radioactive  signal  that 
can  be  detected  by  a  PET  scanner.  In  a 
study  of  25  patients,  researchers  were  able 
to  clearly  distinguish  plaque  levels  in  16 
with  mild  Alzheimer's  versus  9  healthy 
controls,  they  wrote  in  a  study  in  Annals 
of  Neurology  in  2004. 

Siemens  is  testing  a  plaque  detector 
from  UCLA  called  FDDNP;  it  homes  in  on 
both  plaques  and  another  Alzheimer's 
pathology  called  neurofibrillary  tangles. 
In  tests  of  the  agent  on  patients  with  mild 
cognitive  impairment,  PET  scans  have 
shown  how  amyloid  deposits  slowly 
spread  as  the  disease  progresses  to  full- 
blown Alzheimer's,  says  Jorge  R.  Barrio,  a 


molecular  pharmacologist  at  UCLA. 

Initially  the  Alzheimer's  PET  tests  will 
help  drug  firms  get  an  early  readout  on 
whether  their  experimental  antiplaque 
drugs  are  working.  Roche  and  Eli  Lilly 
have  such  compounds  in  early  tests,  and 
they  recently  hooked  up  with  GE.  One  day 
people  at  high  risk  for  the  disease,  instead 
of  waiting  for  signs  of  dementia  to  emerge, 
could  be  screened  at  age  65  or  70  for  traces 
of  amyloid  buildup  in  the  brain  and  start 
taking  antiamyloid  drugs  to  stave  off  de- 
mentia, says  researcher  Klunk. 

Many  doctors  would  like  to  be  able  to 
detect  molecular  abnormalities  directly 
on  MRI  machines,  which  provide  crisp 
anatomical  detail  and  don't  involve  radia- 
tion. But  designing  targeted  imaging 
agents  for  MRI  requires  tricky  chemical 
engineering.  Huge  quantities  of  magnetic 
material  have  to  bind  to  a  body  target  in 
order  to  generate  a  signal  strong  enough 
for  an  MRI  to  detect.  (PET  tracers  require 
only  tiny  amounts  of  radioactivity  to  cre- 
ate a  good  signal,  making  the  chemistry 
simpler.) 

Kereos,  an  upstart  shop  in  St.  Louis, 
Mo.,  solves  this  by  using  200-nanometer 
droplets  of  inert  perfluorocarbons  as 
molecular  pincushions  to  hold  a  payload 
of  up  to  100,000  gadolinium  molecules. 
To  this  the  company  attaches  a  smart 
drug  that  clamps  on  to  a  receptor  called 
alpha(v)beta(3)  integrin,  which  is  abun- 
dant on  tumor  blood  vessels.  Kereos  pre- 
dicts the  resulting  drug  will  reliably  "light 
up"  tumors  as  small  as  1  millimeter  in 
diameter  on  MRI  versus  5  millimeters  for 
today's  scans.  "There's  nothing  out  there 
todav  that  can  find  1-  and  2-millimeter 


tumors,"  says  Chief  Executive  I 
Beardsley.  The  nanodroplets  also  ca 
used  to  deliver  concentrated  doses  ol 
chemo  drug  Taxol  directly  to  turn 
bypassing  healthy  tissue.  Human  tria 
both  versions  are  slated  for  next  year. 

Further  along  is  a  nanoparticle 
helps  MRIs  spot  tiny  clumps  of  tui 
cells  that  have  spread  to  the  lyrj 
nodes.  It's  already  at  the  Food  &  C 
Administration  for  approval,  but  the 
has  delayed  a  ruling  and  requested  rr 
data.  Devised  by  researchers  at  Ma 
chusetts  General  Hospital  and  Advan 
Magnetics,  a  publicly  held  outfit  in  C; 
bridge,  Mass.,  the  nanoparticle  con 
of  balls  of  8,000  iron  molecules  h 
together  with  a  sugary  coating.  Ab 
half  the  size  of  a  virus,  the  nanoparti 
are  sucked  up  by  healthy  lymph  node 
but  not  by  malfunctioning  cancer 
ones.  In  a  test  on  80  prostate  can 
patients,  the  nanoparticles  enabled 
scans  to  spot  more  than  95%  of  lym] 
node  metastases  (confirmed  later 
biopsies).  Old  MRI  scans  could  find  fe 
than  half  of  them. 

But  how  to  turn  these  advances  inl 
profitable  business?  The  new  imag 
may  have  to  go  beyond  diagnosing  o 
symptomatic  patients  to  find  a  big 
rharket,  as  a  routine  test  akin  to  chol 
terol  screening  in  millions  of  heall 
people.  To  accelerate  the  imaging  revo 
tion,  researchers  say,  the  FDA  shoi 
adopt  a  sleeker  and  less-cosdy  appro 
process  for  new  agents.  To  that  recipe 
a  dollop  of  magic:  a  few  big  successes 
human  trials  to  prove  their  healt 
altering  potential. 
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Give  a  heart  at 


WHAT  IT  DESERVES. 


Introducing  St.  Joseph  Companion  Aspirin.  It's  the  only  aspirin  in  a  portable  pouch  with 
two  81mg  chewable  aspirin — a  dose  that  may  help  save  your  life  in  the  first  few  critical  moments 
of  a  heart  attack.  Remember,  if  you're  having  a  heart  attack,  call  911.  Don't  delay  calling  for 
emergency  help  just  because  you've  taken  aspirin.  Aspirin  alone  won't  treat  a  heart  attack. 
For  more  information,  visit  www.srjosephaspirin.com. 


Use  as  directed  by  your  doctor,  ©mcnbii  ppc,  inc.  7005 
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MONEY  &  RELIGION 

Between 
tort  lawsuits 
and 
declining 
attendance, 


CATHOLICS 


IN 


CRISIS 


WHAT  WOULD  A  TURN- 
around  artist  do  with 
an  $8.6  billion  (sales) 
organization  with 
133,000  employees, 
falling  market  share  and  a  mountain 
of  multimillion-dollar  lawsuits? 

You  can't  break  it  up  into  pieces 
or  sell  off  the  whole  shebang.  This, 
after  all,  is  the  American  Roman 
Catholic  Church.  But  Geoffrey  T. 
Boisi,  a  veteran  Wall  Streeter  and 
devout  Catholic,  has  an  answer:  Rationalize  the 
assets  and  look  for  a  better  return,  just  as  you 
would  in  any  business.  First,  says  Boisi,  58,  "we're 
recommending  a  rigorous  analysis  of  how  all 
parishes  and  dioceses  in  this  country  are  being 
managed.  The  laity  is  now  offering  up  its  exper- 


the  Roman 
Catholic 
Church  in 

North 
America  is  a 
financial 

mess. 
Some  Wall 
Streeters 
think  they 
can  clean 
it  up. 


BY  PHYLLIS  BERMAN 
AND 
LEA  GOLDMAN 


tise  to  help  the  Church  through  a 
very  difficult  time."  But  ultimately, 
he  concedes,  "we  have  to  face  the 
realities  that  some  parishes  will  have 
to  go.  Some  schools  will  need  to  be 
shut  down.  There  is  no  other  way." 

A  pitched  battle  is  shaping  up 
between  reformers  and  traditional- 
ists within  the  U.S.  Catholic  Church. 
On  the  one  side  are  businesspeople 
  like  Boisi  and  former  baseball  com- 
missioner Fay  Vincent.  They  have 
few  if  any  disagreements  with  the  Pope  on  mat- 
ters of  dogma.  But  they  are  openly  defiant  of  the 
Church  authorities  on  matters  of  money.  The 
rebels  argue  that  better  financial  management 
by  an  informed  laity  is  the  only  way  to  reinvigo- 
rate  the  fallen-away  faithful.  "How  could  anyone 
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Money  &  religion 


FORMI 


The  Traditionalists 


One  Church, 
Two  Visions 


Change  doesn't  come  easily  to 
an  authoritarian  institu- 
tion. The  last  guy  who 
really  pushed  it  with  the  Vat- 
ican kicked  off  the  Refor- 
mation. At  the  same  time 
it's  tough  for  people  living 
in  a  democracy  to  accept 
absolute  authority.  The 
current  dispute  centers 
on  how  much  power  an 
informed  laity  should  have 
in  the  day-to-day  manage- 
ment of  the  Church,  given 
the  parlous  state  of  its 
finances.  Reformists,  among 
the  most  powerful  Catholics  in 
America,  insist  their  push  for  par- 
ticipation is  not  a  challenge  to 
dogma  or  to  bishops.  Traditionalists, 
made  up  of  prominent  and  influen- 
tial religious  officials  and  patrons, 
view  their  opponents  as  a  threat  to 
the  very  foundations  of  the  Church. 
On  this  iteration  of  an  old  debate, 
the  Vatican  has,  to  date,  been  silent. 


Richard  Syron  ,  v-«i>  ^ 
Chief  Executive,  Freddie  MaA  JS  V| 


,    0,TCter  Lynch.      Sk^SSW  * 


Frederick  Gluck  f 
Ex-Mg.  Dir.,  McKinsey  &  Co. 


wm 


Theodore  Forstmann 
LBO  kingpin 


.y'  ^arfher  C.  John  McCloskey 
A/1,,^  SeanO^aHey •* 

m  •  j 


Fabian  W.  Bruskewitz 
Bishop,  Lincoln,  Neb. 


Patrick  t.  Harker 
Dean,  the  Wharton  School 


Tom  Monaghan 
Domino's  Pizza  founder 


in  Rome  argue  it  wouldn't  be  better  if  the  Church  were  run 
more  efficiently?"  asks  Vincent. 

On  the  other  side  of  the  aisle  are  powerful  organizations  like 
Opus  Dei,  which  has  a  direct  line  to  the  Vatican,  and  large  \ 
donors  like  Domino's  Pizza  founder  Thomas  Monaghan.  They 
see  any  change  as  a  direct  threat  to  the  long-established  order  of 
things.  '"You  don't  need  modern  management  techniques,"  says  I 
William  Donohue,  president  of  the  Catholic  League.  "You  need 
a  return  to  orthodoxy."  This  is  a  struggle  over  authority  and 
money— and  the  outcome  will  change  forever  the  lives  of  the  65 
million  Catholics  in  the  U.S. 

No  one  denies  the  American  Church  is  in  trouble.  Over  the 
past  four  decades  regular  attendance  at  Mass  has  collapsed  from 
75%  of  those  who  professed  to  be  Catholic  to  40%  today.  Nearly 
one  in  five  churches  doesn't  have  a  resident  priest.  In  those  that 


do,  parishioners  are  increasingly  likely  to  hear  Mass  said  in  th 
accented  English  by  a  prelate  from  Nigeria  or  the  Philipp 
Many  parishioners  are  still  furious  about  the  sex-abuse  scanda 
as  well  as  the  coverups  and  sizable  payouts  that  followed — c 
paring  their  impact  to  the  shock  of  Sept.  1 1.  "Once  that  ble\* 
Catholics  realized  just  how  little  say  they  had  in  their  churc 
and  they  were  incensed  about  it,"  says  Robert  Beloin,  the  Cat! 
chaplain  of  Yale  University. 

They  have  expressed  their  rage  with  their  pocketbooks.  C 
household  basis,  Catholics,  who  are  now  just  as  well-educated 
upwardly  mobile  as  Protestants,  donate  less  than  half  as  muc 
their  parishes:  $550  a  year,  compared  with  $1,300  for  the  tyj 
Protestant.  Since  the  pedophilia  cases  broke  in  2002,  annual  gi' 
at  the  parish  level  has  inched  up  an  average  4.6%  a  year  to  an 
mated  $6  billion.  But  bishops  have  been  hit  much  hardei 
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Boston,  giving  to  the  archdiocese  dropped  43%  from  $14  million 
in  2002  to  $8  million  in  2003.  The  Spokane,  Wash,  archdiocese, 
saddled  with  a  reported  $77  million  in  sex-abuse  settlement 
claims,  saw  donations  to  its  annual  appeal  plunge  from  $1.9  mil- 
lion in  2002  to  $45,000  a  year  later.  In  the  Diocese  of  Rockville 
Centre,  N.Y.,  the  bishop's  take  fell  28%  to  $7.3  million  after  a 
2003  grand  jury  report  found  the  diocese  protected  abusive 
priests  by  shuffling  them  from  parish  to  parish. 

Why,  parishioners  ask,  should  a  chunk  of  the  collection  plate 
end  up  in  the  hands  of  defense  lawyers  and  insurance  compa- 
nies when  that  money  is  so  desperately  needed  to  maintain 
schools,  keep  churches  open,  hire  more  qualified  priests  and  ad- 
ministrators and  expand  charitable  works?  The  revenue  squeeze 
is  on,  just  as  the  cost  side  of  the  ledger  is  going  haywire.  The  pool 
of  almost-free  labor — priests  and  nuns  taking  poverty-level 
salaries — is  drying  up,  forcing  the  hiring  of  more  salaried  lay 
workers.  (The  Church  has  3,308  seminarians  now  studying  to  be 


cutter,  Boisi  fired  9,000  employees  over  two  years  starting  ini 
i  in  2002  he  himself  was  forced  out.  Since  then  he  has  de( 
much  of  his  time  to  matters  of  faith,  building  the  Boisi  G| 
I  for  Religion  &  American  Public  Life  at  Boston  College. 

He  has  drawn  an  impressive  following.  Among  his  acc 
William  P.  Frank,  senior  partner  at  Skadden,  Arps,  ! 
Meagher  &  Flom;  Frederick  Gluck,  former  managing  direc: 
McKinsey  &  Co.;  Thomas  J.  Healey,  onetime  partner  at  fl 
man  Sachs  and  Assistant  Treasury  Secretary  in  the  Re 
Administration;  Jonathan  O'Herron,  partner  at  Lazard  F: 
Gerard  Roche,  chairman  of  Heidrick  &  Struggles  Internati 
and  Richard  Syron,  chief  executive  of  Freddie  Mac. 

What  do  these  guys  want?  A  reorganization  of  hov 
American  Church  is  run,  from  requiring  annual  reports 
five-year  strategic  plans  in  each  parish  to  SWAT  teams  a 
accountants,  lawyers,  psychologists  and  consultants  to  deal 
crises  and  other  management  problems.  Among  the  goals: 


RECKONING 

Overall  the  Church  spends  $102 
billion  a  year  on  its  U.S.  opera- 
tions, including  hospitals, 
schools,  seminaries,  social  ser- 
vices—and legal  settlements. 
There  is  an  ongoing  funding  cri- 
sis. Since  July  2004  three  dio- 
ceses have  gone  bankrupt. 
Donations  to  bishops  have 
taken  a  hit,  too.  But  the 
congregation  is  still  giving 

to  its  local  churches.  / 

M 

Here,  on  a  consoli- 
dated basis,  is  the 
financial  condition 
of  America's  parishes 


Other1 


CURRENT  ASSETS 


Hi 


REVENUES  IN  MILLIONS 


Offertory  collections 


$6,327 


Investments 

Unknown4 

Property 

At  least  $28  billion5 

$2,340 


TOTAL 

EXPENSES  IN  MILLIONS 

Staffing,  salaries,  benefits 


$8,667 


LIABILITIES 


Sex-abuse  claims 

$06 

Outstanding  debts 

At  least  $28  billion7 

$2,825 


Operations 


$1,777 


Facilities 
Schools 


$1,023 


$919 


Diocesan  assessment2 
Programming 
Charitable  causes 
Other3 


$624 


$520 


$503 


$476 


Includes  bequests,  investment  income,  etc. 
2Between  8%  and  10%  of  offertory  collections. 
3Debt  service,  advertising,  etc.  4Not  public  infor- 
mation. Includes  cash  from  endowments,  ceme- 
tery funds,  campaign  pledges,  etc.  5Estimate.  Real 
estate  not  assessed  for  tax  purposes.  6Paid  pri- 
marily by  dioceses  and  insurers.  'Estimate 
includes  loans  to  dioceses  and  banks,  and  accrued 
postretirement  costs  of  priests  and  nuns. 

Sources:  Joseph  Claude  Harris,  former  chief 
financial  officer  for  St.  Vincent  de  Paul  Society  of 

Seattle;  Charles  Zech,  professor  of  economics, 

Villanova  University;  Forbes. 


priests,  down  from  8,325  four  decades  ago.)  In  the  view  of  the  dis- 
sidents (and  even  the  quiet  majority  still  putting  bills  into  the 
collection  basket),  the  Church's  inept  supervision  of  the 
pedophilia  cases  exemplifies  problems  throughout  the  dioceses: 
arrogance,  secrecy,  poor  judgment  bordering  on  corruption,  lack 
of  accountability  and  oversight. 

Boisi  is  an  unlikely  critic  of  the  Church.  He  is  a  member  of  the 
exclusive  Knights  of  Malta,  a  conservative  Catholic  fraternal  or- 
ganization, and  a  Steward  of  St.  Peter,  an  honorific  conferred  on 
those  who  donate  at  least  $1  million  to  the  Papal  Foundation.  But 
he  is  also  something  of  a  bare-knuckle  businessman,  who  earned 
his  first  notch  on  Wall  Street  as  the  youngest  partner  in  Goldman 
Sachs  history  (he  was  31)  before  founding  Beacon  Group,  a  bou- 
tique M&A  outfit,  in  1993.  Seven  years  later  he  cashed  out  Beacon 
to  Chase  Manhattan  for  an  estimated  $500  million  and  stayed  on 
to  become  J.R  Morgan  Chase's  vice  chairman.  A  ruthless  cost- 


•  Establish  better  recruitment  and  training  of  the  nation's  31,0 
lay  ministers — 80%  of  whom  are  women — as  well  as  ann 
performance  reviews. 
•Encourage  more  lay  involvement  in  parish  finance  committe 
whose  decisions  would  carry  weight  with  priests  and  bishops 

•  Streamline  dioceses,  which  control  parishes,  even  if  it  mea 
closing  redundant  churches,  seminaries  and  schools. 

•  Cut  costs  by,  for  example,  buying  Bibles,  paper  towels,  candl 
and  clerical  garments  in  bulk. 

•  Introduce  "best-practices"  programs,  like  those  of  the  Chicai 
archdiocese,  to  achieve  accountability  in  the  other  dioceses. 

To  spread  his  gospel,  Boisi  has  held  annual  conferences  tl} 
draw  prominent  legal  scholars,  theologians,  judges,  corpora 
types — even  bishops.  The  first,  in  2003,  was  a  small,  invitatioi 
only  gathering  at  the  Pope  John  Paul  II  Center  in  Washingto 
D.C.  Up  for  discussion:  the  Church's  financial  woes  and,  by  son 
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accounts,  lay  participation  in  the  selection  of  bishops  and  priests. 
Enraged  critics  charged  that  Boisi  was  debating  Church  doc- 
trine. (He  denies  this.)  Washington,  D.C.  Archbishop  Theodore 
McCarrick  later  claimed  he'd  been  hoodwinked  into  attending. 
"Why  on  earth  would  high-ranking  bishops  entertain  a  meeting 
with  such  known  liberals  and  dissenters?"  wrote  Deal  Hudson, 
former  head  of  the  Republican  National  Committee's  Catholic 
Outreach,  in  an  e-letter  to  subscribers  of  Crisis  magazine,  a 
monthly  he  once  edited.  Says  Kerry  Robinson,  executive  director 
of  the  National  Leadership  Roundtable  on  Church  Management, 
a  group  founded  by  Boisi,  and  a  prominent  fundraiser  for 
Catholic  causes:  "Those  who  oppose  what  Geoff  is  trying  to  do 
simply  fear  change.  He  just  wants  to 
restore  trust  between  the  Church  and 
the  laity." 

Boisi  tried  to  head  off  detractors 
by  publicizing  his  next  conference,  a 
two-day  roundtable  at  his  alma  mater, 
the  University  of  Pennsylvania's 
Wharton  School,  in  July  2004.  But  he 
still  couldn't  avoid  a  firestorm — not 
after  he  recalled  for  attendees  an 
exchange  he  once  had  with  Wal-Mart 
founder  Sam  Walton  about  how  to 
run  a  successful  company.  "  'Listen  to 
the  customers,'"  Boisi  says  Walton 
stressed.  "  'Reassure  them  that  this  is 
their  company,  too.  Give  them  confi- 
dence to  speak  up,  because 
they  will  come  up  with  the 
solution  to  almost  any 
problem.'" 

For  an  organization 
as  hierarchical  as  the 
Church,  run  by  a  man 
who  is  (according  to  doc- 
trine since  1870)  infalli- 
ble, the  talk  about  "cus- 
tomers" borders  on  heresy.  "The 
Church  is  not  a  business,  and 
Catholics  in  the  pews  shouldn't  be  considered  customers," 
insists  Denis  Coleman,  onetime  chairman  of  Covenant  House 
and  a  former  director  at  Bear  Stearns.  He  says  he's  not  against 
transparency.  But,  "if  you  follow  Boisi's  logic,  then  Catholics 
ultimately  can  choose  who  becomes  a  cardinal — or  even  the 
Pope."  Other  powerful  conservative  Catholics  are  lining  up  on 
Coleman's  side.  Among  them  is  Father  C.  John  McCloskey,  a 
former  stockbroker  for  Merrill  Lynch  who  is  a  leading  cleric  in 
Opus  Dei,  and  Bishop  Fabian  W.  Bruskewitz  of  Lincoln,  Neb. 
The  call  for  reform,  they  fear,  is  really  a  Trojan  horse  to  subvert 
the  authority  of  the  Church.  "If  Boisi  and  his  group  are  any- 
thing like  Voice  of  the  Faithful,"  says  a  prominent  member  of 
Opus  Dei,  referring  to  a  group  calling  for  more  financial  dis- 
closure and  lay  involvement  in  running  the  Church,  "that  would 
be  a  sign  of  their  intent  for  a  putsch,  a  takeover."  Voice  of  the 


Faithful,  whose  motto  is  "Keep  the  faith,  change  the  Churq 
denies  that  characterization. 

There  has  long  been  a  struggle  for  authority  between  the  \ 
ican  and  its  North  American  minions.  From  the  late  18th  cent) 
to  the  1 820s,  immigrant  Catholics  built  and  financed  their  < 
churches  in  the  U.S.  and  even  hired  their  own  priests.  By  182* 
creasingly  powerful  bishops  appointed  by  the  Holy  See  clashed 
lay  trustee  boards — and  soon  banned  them.  By  the  1 880s  Americj 
became  the  largest  donors  to  Peter's  Pence,  the  Pope's  perscl 
fundraising  arm,  and  to  the  Vatican's  missionary  efforts  in  Afti 
Even  so,  Rome  couldn't  resist  chastising  American  Catholics 
1899  for  their  "unrestrained  capitalistic  individualism." 

More  recently  the  Vj 
can  has  picked  up  the  a 
gel  against  parish  paste 
councils,  lay  advisi 
groups  created  by  the  9 
ond  Vatican  Council  in 
mid-1960s.  After  a  li 
Synod  on  the  Laity,  Pd 
John  Paul  II  wanj 
against  "equating  the  co| 
mon  priesthood  and 
ministerial  priesthood"* 
hard  line  strengthens 
decade  later  in  a  rul 
from  Rome  making 
"unlawful"  for  the  laity 
hold  any  position 
authority  in  a  parish.  N(j 
of  the  sex  scandals,  case 
ing  in  2002,  did  little 
break  the  hold  of  cleri) 
authority.  When  Bosto 
Parish  Finance  Cour 
recommended  a  way 
handle  the  sex-abuse  cas 
Cardinal  Bernard  La 
Boston's  then-archbishop,  simply  ignoi 
their  input. 

Still,  democratization  is  starting  to  take  root.  While  bishc 
still  have  final  say  over  all  parish  matters,  some  churchgoers 
pushing  back — with  their  wallets.  As  a  result  of  the  sex  scand 
and  setdements,  "some  people  on  the  finance  committee  [of  t 
Boston  archdiocese]  were  angry  with  [Archbishop  Bernai 
Law,"  says  John  A.  Shaughnessy,  a  large  donor  to  Catholic  chi 
ities  and  retired  chairman  of  Shaughnessy  &  Ahern  Co.,  a  trui 
ing-and-rigging  outfit  and  major  subcontractor  for  Bosto 
Big  Dig.  "And  [they]  withheld  giving."  Appalled  by  the  way 
diocese  mishandled  its  pedophile  cases,  West  Palm  Beach,  F 
attorney  Edward  Ricci  is  sitting  on  the  $100,000  he  promised 
parish.  Last  summer  a  small  group  of  congregants  of  the  Hi 
Disciples  parish  in  Puyallup,  Wash,  held  back  on  $2,500 
monthly  donations  to  compel  the  Seattle  archdiocese  to  get : 
of  their  overly  paternalistic  priest.  (Eventually  he  was  replaci 
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'he  biggest  source  of  funds  for 
parish  operations  is  still  the 
weekly  collection  plate.  Here's 
what  happens  to  every  Sunday  dollar 
Reformers  insist  the  resources  could 
be  put  to  more  efficient  uses. 


but  not  with  the  parishioners'  first  choice.) 

If  the  mishandling  of  the  abuse  cases  failed  to  incense  some 
parishioners,  the  Church's  flagrant  nose-thumbing  afterward 
certainly  did.  In  April  Boston's  Cardinal  Law,  forced  to  resign  as 
archbishop  in  the  wake  of  accusations  that  he  harbored  child- 
molesting  priests,  was  chosen  to  preside  over  a  requiem  Mass  for 
Pope  John  Paul  II.  A  month  later  Father 

Thomas  J.  Reese  was  ousted  by  the  Vatican   A/V^T-Tp  T)  "C  HPT  TJ7 
as  editor  of  America,  a  Jesuit  weekly,  pur-     »  ▼  X  HjIVIj    X  J.  J.  J_j 
portedly  because  the  magazine  questioned   A  yf  /^\"KTT7\7"  {~^f~\~CQ 
the  Church's  position  on  such  issues  as  gay   .IV JL  v^l  >l  Hi  X    vJVJ  J_0 

marriage  and  stem-cell  research.  That  did  it 
for  onetime  baseball  commissioner  Vin- 
cent. Shordy  after,  he  says,  "I  pulled  out  of  a 
lot  of  my  Catholic  commitments,"  cutting 
off  giving  to  Fairfield  University,  a  Catholic 
institution,  and  turning  down  an  honorary 
degree  from  Sacred  Heart  University  in 
Fairfield. 

The  Church  has  other  means  to  fill 
those  financial  gaps — from  wealthy  donors 
who  are  deeply  invested  in  the  status  quo 
and  have  little  interest  in  shaking  up  the 
system.  In  Boston,  Archbishop  Sean 
O'Malley  turns  to  stalwart  patrons  like 
John  A.  Kaneb,  chief  executive  of  the 
megadairy  HP  Hood.  New  York's  archdio- 
cese frequently  calls  on  Theodore 
Forstmann,  the  buyout  king.  And  in 
Detroit,  Domino's  Monaghan — who  also 
founded  Legatus,  an  elite  group  of  Catholic 
business  leaders — has  contributed  millions 
of  dollars  to  the  Church.  In  return  these 
donors  enjoy  rare  opportunities  to  "rub  the 
red,"  or  fraternize,  with  the  likes  of  cardi- 
nals and  other  high  Church  officials.  But 
no  matter  how  deep  these  pockets  go,  they 
can't  singlehandedly  support  the  dioceses. 
"That  business  model  just  isn't  sustain- 
able," says  Boisi. 

Which  is  one  reason  that  Opus  Dei,  the 
ultraexclusive  lay  organization,  plays  such  an 
important  role  in  American  dioceses.  While 
only  3,000  of  its  86,000  members  worldwide 
are  in  the  U.S.,  Opus  Dei  can  still  easily  raise 
$49  million  or  so  every  year  in  this  country, 
according  to  John  L.  Allen,  author  of  die  up- 
coming Opus  Dei  (Doubleday,  November  2005).  Most  of  that  is 
spent  on  social  services  stateside — school  programs,  retreats  and 
religion  classes.  Change,  in  Opus  Dei's  view,  is  not  a  good  thing— 
unless  it  means  the  departure  of  dissidents.  "If  people  leave  [the 
Church]  because  they  disagree  with  the  program,  that's  sad,  but  it's 
better  than  them  staying  in,"  says  a  high-ranking  leader  in  Opus 
Dei.  "Seems  far-fetched  that  just  because  some  guy  from  Goldman 
Sachs  comes  along,  the  bishops  are  going  to  give  over  financial 


34% 


25% 

Other,  including  capital 

expenditures,  debt  repayment, 

donations  to  other  charities 

12% 

Paying  the  water  and  utility  bills, 

repairs 
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Subsidies  for  parochial  schools 
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Rectory  expenses 

Based  on  random  sampling.  Sources.  Forbes; 
professor  Charles  Zech  of  Villanova  University. 


control  of  the  Church  to  him  and  others  like  him." 

But  Boisi  has  some  powerful  converts-in-the-making,  si: 
donors  who  routinely  rub  the  red.  Money  manager  Peter  L 
gives  millions  of  dollars  a  year  to  Catholic  causes  and  sits  oj 
financial  council  of  the  Boston  archdiocese.  Bishops  ai 
trained  to  solve  financial  crises,  he  says.  "You've  got  wedd 
funerals  and  baptisms.  Now  you've  g 
worry  about  paying  the  heating  bill?  Tl 
a  business,"  Lynch  continues.  "The  cl 
are  talented  people,  working  long  hours 
they  need  help  from  a  high-qualit> 
staff — like  the  kind  that  run  hospitals 
universities." 

Boston  construction  magnate 
Shaughnessy  Sr.  is  hardly  a  radical  and, 
Lynch,  has  never  attended  Boisi's  cor 
ences.  But  he  is  sympathetic  to  the  cau; 
financial  reform.  "That  doesn't  mean  tl 
want  to  see  people  elect  their  own  bishc 
he  says.  "I  don't  want  homosexual  marr; 
But  I  think  the  laity  can  participate  and 
their  time,  talent  and  treasure  withoi 
having  any  effect  on  doctrinal  issues." 

Is  that  possible  with  such  an  autoci 
body,  so  jealous  of  its  ancient  author 
Look  what  happened  near  the  site  of 
Boston  Tea  Party.  Armed  with  pillows 
comforters,  500  or  so  men,  women 
children  last  summer  began  packing 
pews  at  the  church  of  St.  Albert  the  G 
in  Weymouth,  Mass.  It  was  one  of 
parishes  in  the  state  Boston  Archbisl 
O'Malley  had  threatened  to  close  and  sel 
in  order  to  raise  $400  million  to  fill  dv 
dling  church  coffers.  Hoping  to  save  tl 
place  of  worship,  the  parishioners  showec 
day  after  day  for  306  days.  Finally,  in  Ji 
Archbishop  O'Malley  relented.  St.  Albe 
one  of  20-plus  churches  awaiting  the  wre 
ing  ball,  was  saved. 

Still,  a  showdown  seems  inevitable.  I 
the  Vatican,  which  has  so  far  maintaine 
serene  distance,  will  probably  get  mi 
involved.  Pope  Benedict  XVI  has  made 
secret  of  his  willingness  to  accept  a  sma 
and  more  ideologically  pure  Church.  But 
reeendy  made  an  intriguing  choice  in  his  c 
replacement,  in  May  naming  San  Francisco  Archbishop  Williai 
Levada  to  his  old  post  as  head  of  the  Vatican's  Congregation  for 
Doctrine  of  Faith.  Levada,  now  one  of  the  Church's  top  cops,  sp> 
at  Boisi's  conference  last  year  at  Wharton,  declaring  that  the 
has  an  important  role  to  play.  "Issues  of  governance  and  accou 
ability  should  prompt  an  open  dialogue  wthin  a  Church  that 
both  human  and  divine  elements,"  he  told  attendees. 
Is  Anyone  up  there  listening? 


Hiring  of  priests,  deacons  and 
lay  people;  includes  benefits, 
insurance,  pensions 
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>82-hp,  8-passenger  Sequoia  can  help  you  and  your  family  find  a  place  far  from  distractions.  And  you'll  QTdi  JR 

:omfortably  and  confidently,  with  its  set  of  five  standard  safety  features  called  the  Star  Safety  System™  safety  system 
jsively  from  Toyota.  Who  knows,  you  might  just  discover  the  road  back  to  each  other,  toyota.com 

ihown  with  available  equipment.  &20O5  Toyota  Motor  Sales,  U.S.A.,  Inc. 
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cover  story^THE  PATRIOTS 


No  superstars, 
please:  Tom  Brady 
leads  a  team  8! 
selfless  player 


FOR  ROBERT  KRAFT  IT  ALL  STARTED  IN  1971  ON  THE  COLD,  HARD  METAL  BENCHES  Ol 
sad-sack  football  stadium  in  Foxboro,  Mass.  "Section  217,  row  23,  seats  one  through  si: 
says  the  Boston-born  businessman,  who  would  bundle  up  his  four  boys  and  a  few 
their  friends  to  watch  the  Patriots  lose  another  game  on  Sunday  afternoons.  They  woi 
squeeze  eight  or  nine  butts  into  his  six  season-ticket  seats. 

"We  were  fans;  we  knew  all  the  tricks,"  says  Kraft,  64.  It  hardly  mattered  how  ma; 
people  sneaked  in:  The  Patriots  never  sold  out  Foxboro  (then  called  Sullivan  Stadiur 
and  lost  hundreds  of  games  on  the  field  and  millions  of  dollars  off  of  it.  "I  used  to  sit 
those  benches  and  dream  about  what  I  would  do  if  I  owned  the  team,"  he  says. 


Some  20  years  later  Kraft,  who  made  his  fortune  buying  out 
and  building  up  his  father-in-law's  product-packaging  business, 
delivered  on  that  cold,  hard  dream.  In  1994  he  paid  a  then- 
unheard-of  $172  million  to  buy  a  faltering,  moneylosing  fran- 
chise that  had  won  less  than  half  of  its  games  (225  of  510)  since 
its  founding  in  1959.  Since  then  Kraft  has  transformed  the  Patri- 
ots into  one  of  the  most  valuable  sports  franchises  in  the  world. 

This  year,  for  the  first  time,  the  New  England  Patriots  join 
the  exclusive  billion-dollar  club  in  sports.  The  FORBES  2005 
National  Football  League  team  value  rankings  put  the  Pats  at 
number  three,  at  $1  billion,  trailing  only  the  Washington  Red- 
skins and  the  Dallas  Cowboys.  Elsewhere  in  sports  only  Man- 
chester United,  the  U.K.  soccer  team,  carries  a  billion-dollar 
price  tag. 

The  team  brings  in  $236  million  a  year  in  revenue  (after  pay- 
ing down  stadium  debt)  and  clears  $50  million  in  earnings 
(before  interest,  taxes  and  depreciation),  according  to  FORBES' 
estimates.  But  for  Kraft  the  bottom  line  is  hardly  the  point.  He 
has  created  an  improbable  dynasty  in  an  NFL  era  of  parity-by- 
design.  The  Patriots  won  Super  Bowl  XXXIX  in  February,  their 
third  championship  in  four  years.  As  they  begin  the  new  season 


on  Sept.  8  against  the  Oakland  Raiders,  they  aim  to  make  H 
tory — to  win  a  fourth  Super  Bowl  trophy  within  five  years.  T 
would  surpass  even  the  Pittsburgh  Steelers'  four  wins  in  six  si 
sons  in  the  1970s. 

Kraft  has  performed  this  remarkable  feat  by  mixing  shre 
business  sense  with  the  blind  faith  of  the  diehard  fan.  The  Pa 
ots  work,  he  says,  because  he  treats  the  property  "just  like  c 
other  businesses.  I  hire  good  people  I  can  trust."  No  superst 
he  says.  "No  Lone  Rangers.  If  you  keep  the  turkeys  out  of  yc 
life,  then  good  things  can  happen." 

But  the  Patriots'  success  will  make  it  difficult  for  this  dynai 
to  last.  With  TV  revenue- sharing,  free  agency  and  a  hard  sal; 
cap,  the  NFL  is  designed  to  prevent  a  reign  akin  to  that  of  bai 
ball's  New  York  Yankees.  Kraft  "has  done  a  great  job  of  keepi 
one  consistent  system  intact  for  a  few  years  now,  from  the  exec 
tives  to  the  coaches,"  says  Dallas  Cowboys  owner  Jerry  Jones.  E 
now  everyone  wants  a  piece  of  the  Pats.  Two  of  the  team's  b 
coaches  were  poached  after  last  year's  Super  Bowl  win.  Kraft 
had  to  pay  up  to  hold  on  to  executives  wooed  by  other  teams, 

And  quarterback  Tom  Brady,  the  kind  of  team  player  tl 
Kraft  prizes,  suddenly  is  a  superstar.  The  once  lightly  regard 


124     FORBES-  September  19,  2005 


versity  of  Michigan  quarterback,  who  wasn't  tapped  until 
sixth  round  of  the  2000  draft  and  went  on  to  lead  the  team 
i  Super  Bowl  win  in  his  second  season,  just  signed  a  new  six- 
I  $60  million  contract  that  amounts  to  a  43%  average  annual 
|  He  still  makes  less  than  Peyton  Manning  of  the  Colts  (see 
33),  but  the  bump  may  undermine  the  tenuous  "no  super- 
is"  policy  that  has  served  the  Patriots  so  well.  "Dynasties 
't  last  long,"  says  Denver  Broncos  owner  Pat  Bowlen.  "It's 
easy  to  get  there,  and  even  harder  to  keep  it  together.  You 
itually  lose  players  and  coaches  and  games  you  should  win." 
I.  in  the  NFL,  winning  is  everything. 

*      #  * 

Kraft  grew  up  in  an  observant  Jewish  family  in  the  Boston 
iirb  of  Brookline,  Mass.  and  as  a  boy  was  a  fierce  sports  fan. 
his  father,  a  dressmaker  of  modest  means  in  the  Chinatown 
fon  of  Boston,  discouraged  Kraft  from  playing  sports,  pre- 
ing  instead  that  the  youngster  study  to  become  a  rabbi.  The 
eventually  got  his  way — sort  of — by  playing  halfback  and 
ty  at  Columbia  University,  albeit  in  a  league  for  players  who 
ghed  less  than  150  pounds.  He  graduated  from  Harvard 
iness  School  in  1965  and  married  Myra  Hiatt,  whose  father, 
b,  owned  Rand-Whitney,  which  converted  paper  into  pack- 
jg  for  cosmetics,  food  and  toys.  In  1968,  in  a  leveraged  buy- 
,  Kraft  acquired  half  the  company.  A  few  years  later  he 
ght  the  rest. 


ever  heard  her  yell  at  him,"  he  says.  (Kraft  has  been  married  to 
Myra  for  42  years;  three  sons  work  with  him). 

In  business,  Kraft  picked  up  methods  he  later  would  apply  to 
the  team.  "I  like  connecting  the  dots  and  having  as  many  things 
integrated  as  I  can,"  he  says.  "That  way  we  can  bring  value  and 
get  revenues  at  every  step."  In  1972,  aiming  to  offset  volatility  in 
the  paper  business,  he  started  International  Forest  Products  to 
control  the  transportation,  marketing,  sales  and,  eventually, 
manufacturing  of  the  paper  his  packaging  business  used.  Thus 
he  ran  one  of  the  few  fully  integrated  companies  in  the  industry. 

The  closely  held  Kraft  Group  today  has  more  than  $1  billion 
in  annual  sales  and  also  owns  an  Israeli  packaging  company,  a 
money  management  firm  and  Major  League  Soccer's  New  Eng- 
land Revolution.  (The  Patriots  are  owned  separately  by  Kraft 
himself,  as  NFL  rules  ban  corporate  ownership.) 

In  1975  Kraft  bought  his  first  sports  franchise,  the  Boston 
Lobsters,  a  tennis  team  that  featured  a  young  Martina 
Navratilova.  The  Lobsters  played  at  Boston  University's  Walter 
Brown  Arena,  and  when  the  league  folded  three  years  later,  Kraft 
learned  an  early  lesson.  "Here  I  was  doing  all  the  advertising  and 
legwork  to  get  fans  into  the  arena,  and  Boston  University  was 
getting  all  of  the  revenues  from  parking  and  concessions,"  he 
says.  "I  realized  that,  with  a  sports  team,  I  had  to  do  what  I  did 
with  my  businesses  and  control  all  of  the  revenue  streams." 

Kraft  later  tried  to  buy  baseball's  Red  Sox.  He  made  inquiries 


fiftN  PURSUING  THE  TEAM,  I  PROBABLY  BROKE 
EVERY  ONE  OF  MY  PERSONAL  FINANCIAL  RULES.)) 


In  1971  Kraft  brought  home  a  present  for  his  four  sons: 
on  tickets  for  the  Patriots.  Section  217,  row  23  was  among 
cheap  seats  in  the  end  zone,  but  his  eldest  son,  Jonathan, 
lembers  hearing,  late  that  night,  his  mother  upbraiding  his 
er  for  spending  the  money  recklessly.  "It  was  the  only  time  I 


about  the  NBAs  Celtics.  But  "my  first  love  was  always  the  Patri- 
ots. I  knew  it  would  be  a  long  shot.  I  mean,  what  are  the  odds  of 
owning  a  team  in  your  hometown?"  In  1985  he  embarked  on  a 
calculated  but  risky  plan  to  chase  his  dream. 

He  wanted  to  own  not  only  the  team  but  also  its  stadium 
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The  Patriots  have  won  three  Super  Bowls  in  four  seasons,  a  feat  matched  only  by  the 
Cowboys  in  the  1990s.  If  they  can  win  it  all  this  season— a  fourth  time  in  five  years— 
they  will  surpass  even  the  1970s  Steelers'  four  wins  in  six  seasons. 


England  Patriots 

years 


gfljlas  Cowboys 


|ft^sburgh  Steelers 


:rancisco  49ers 


fjj^nd/  L.A.  Raiders 
j^jliqgton  Redskins 


and  all  the  surrounding  land.  He  started  by  locking  up  purchase 
rights  to  300  acres  around  the  stadium  in  Foxboro,  Mass.  The 
Sullivan  family,  founding  owners  of  the  Patriots,  owned  the 
team  and  the  stadium  but  not  the  surrounding  land.  In  1985 
Kraft  bought  a  ten-year  option  on  the  property,  paying  a  group 
of  Boston  businessmen  $1  million  a  year  for  first  dibs  to  buy  the 
land  someday  for  $  1 8  million.  It  was  risky,  but  "the  option  gave 
me  ten  years  to  try  to  figure  out  how  to  get  the  team,"  he  says. 

In  1986  the  Sullivan  family  put  the  team  up  for  sale — but 
held  on  to  the  stadium.  Kraft  passed.  "It  just  didn't  feel  right,  but 
looking  back,  I  should  have  bought  the  team  then,"  he  says  now. 
"It  was  a  much  more  reasonable  price."  The  late  Victor  Kiam, 
owner  of  Remington  shavers,  picked  up  the  Pats  for  $87  million. 
"It  was  frustrating,"  Kraft  says. 

But  two  years  later  he  snagged  the  second  piece  of  the  puzzle — 
thanks  to  singer  Michael  Jackson.  In  1988  Kraft  and  a  partner  put 
up  $25  million  to  buy  the  Foxboro  stadium  from  the  Sullivan 
family,  besting  a  $16  million  offer  from  the  Pats'  owner,  Kiam. 
(Kraft  would  buy  out  his  50-50  partner  for  a  small  premium  five 
years  later.)  Charles  Sullivan  had  used  the  stadium  as  collateral  to 
fund  the  Jackson  brothers'  Victory  Tour  back  in  1984. 
Overleveraged,  Sullivan  went  bankrupt  and  was  forced 
to  sell  the  arena.  To  this  day  Kraft's  collection  of  photos 
and  mementos  includes  a  poster  from  the  ill-fated  tour. 

By  the  end  of  1988  Kraft  had  rights  to  the  land,  and 
with  the  stadium  he  controlled  $2  million  a  year  from 
parking,  concessions  and  signage.  More  important,  the 
stadium  held  an  operating  covenant  that  required  the 
Patriots  to  stay  put  until  2001.  "Now  I  had  13  years  to 
try  to  figure  out  how  to  get  the  team." 

In  1992  the  Patriots  were  put  up  for  sale  again.  Kiam 
was  in  financial  trouble,  but  again  Kraft  sat  on  the  bench.  Kiam  sold 
to  James  Busch  Orthwein,  who  a  year  later  decided  he  wanted  to 
either  move  the  team  to  St.  Louis  or  sell  it.  Bids  came  in  from  cur- 
rent Eagles  owner  Jeffrey  Lurie  and  the  novelist  Tom  Clancy,  but 
Kraft  held  the  ace:  the  stadium's  operating  covenant.  Anyone  who 
wanted  to  buy  the  team  had  to  negotiate  with  him  first. 

So  he  flew  to  St.  Louis  in  early  1994  to  meet  with  Orthwein 
and  make  him  an  offer.  Orthwein  played  tough,  but  Kraft  the  fan 
couldn't  let  go.  His  investment  bankers  had  told  him  that  $115 


million,  though  steep,  would  be  a  fair  price.  He  ended  up  pa; 
50%  more  than  that — $172  million,  then  the  highest  price  < 
paid  for  a  sports  franchise.  "In  pursuing  the  team  I  prob; 
broke  every  one  of  my  personal  financial  rules,"  he  says.  (A] 
later,  in  the  final  year  of  his  ten-year  option  on  the  stadium  la 
he  exercised  it  for  $18  million.) 

Kraft  had  paid  a  princely  sum  for  a  miserable  franchise. ' 
team  had  just  finished  last  in  revenue  and  had  the  cheapest  r. 
roll  in  the  NFL.  In  the  four  seasons  before  he  did  the  deal.i 
Patriots  had  posted  the  worst  win-loss  record  in  the  NFL,  fin 
ing  last  or  second-to-last  in  their  division  and  racking  up  c 
14  wins  against  50  losses. 

The  Patriots,  so  named  in  a  popular  vote  when  they  vl 
formed  in  1959  as  the  old  American  Football  League's  eig 
and  final  franchise,  had  bounced  around  five  stadiums  in  tl 
first  12  years.  The  team  had  bled  money  in  most  seasons 
had  made  it  to  the  Super  Bowl  only  once  in  34  years.  Ever 
that  winning  season  of  1985  the  team  ran  a  $4  million  loss,  u 
mately  getting  clobbered  46-10  by  the  Chicago  Bears,  the  wo 
ever  Super  Bowl  defeat  at  the  time. 


Hi  hire  good  people  i  ca 

TRUST.  NO  LONE  RANGERS.  I 
YOU  KEEP  THE  TURKEYS  OU 
OF  YOUR  LIFE,  THEN  GOO 
THINGS  CAN  HAPPEN.  J 


Before  Kraft  took  over,  the  Patriots  had  never  sold  o 
forcing  TV  broadcasters  to  black  out  the  team's  home  garr 
in  New  England,  now  the  fifth-largest  market  in  the  count 
Then  Kraft  stepped  in.  He  initiated  a  marketing  campai 
that  promised  to  bring  a  championship  to  New  England.  T 
new  owner  rode  around  in  a  golf  cart  before  home  gam 
high-fiving  fans  at  tailgate  parties.  Before  the  season  began, 
had  sold  40,000  season  tickets,  a  franchise  record.  He  has  sc 
out  every  home  game  since — and  has  a  waiting  list  of  50,01 
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irsico  Funds,  the  investments  we  value  most  reach  beyond  the  financial 
For  you  and  for  us,  sharing  hopes  and  dreams  with  family  is  what 
latters.  That's  why  we  invest  in  our  funds  right  alongside  you.  Because 
us  want  to  experience  more*  of  what  we  truly  value  in  life.  Life  itself. 
hould  consider  the  Funds'  investment  objectives,  risks  and  charges 
xpenses  carefully  before  investing.  For  a  prospectus,  which  contains 
nd  other  information  about  the  Funds,  call  888-860-8686  or  visit 
cofunds.com.  Please  read  the  prospectus  carefully  before  investing. 
1/  fund  investing  involves  risks,  including  the  possible  loss  of  principal, 
cker  symbols  are  fictitious  and  do  not  refer  to  existing  securities. 
5  Mdrsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distributor. 
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Robert  Kraft's  $350  million  gamble  on  the  new  Gillette  Stadium  is  already  paying  off,  with  revenue  of  more 
than  $90  million  a  year  from  sponsorships,  6,000  club  seats  and  80  suites  for  the  swells. 


people  seeking  future  season  tickets. 

One  problem:  He  inherited  the  team's  head  coach,  Bill  Par- 
cells,  a  two-time  Super  Bowl  winner  and  one  of  the  best  coaches 
in  the  league — but  the  big-ego,  Lone  Ranger  type  that  Kraft  tries 
to  avoid.  Two  years  later,  in  1996,  Parcells  took  the  Patriots  to  the 
Super  Bowl  (they  lost  to  the  Green  Bay  Packers).  Then  he  quit  to 
join  the  Jets  (and  ended  up  at  the  Dallas  Cowboys).  After  three 
unspectacular  years  under  coach  Pete  Carroll,  the  Patriots  hired 
a  Parcells  assistant  whom  Kraft  long  had  admired:  Bill  Belichick. 

"People  were  calling  us  from  the  league  office  and  saying  we 
were  crazy,"  says  team  president  Jonathan  Kraft.  "They  said  that  he 
was  a  difficult  guy  and  definitely  not  a  head  coach  candidate."  But 
Bob  Kraft  liked  Belichick  as  a  tactician  who  could  play  the  salary 
cap.  "Good  managers  in  every  business  understand  value,"  he  says. 

Analytically  minded  Belichick  fit  right  in.  At  Kraft's  behest 
the  team  had  compiled  a  database  of  stats  for  every  position  in 
the  NFL  going  back  25  years.  Belichick,  with  Scott  Pioli,  who 
runs  player  personnel,  put  together  procedural  manuals  for  the 
off-season,  the  draft,  training  camp  and  every  other  phase  of  the 
season.  They  are  team  players  who  essentially  have  free  rein. 
"Robert  asks  us  questions;  he  doesn't  question  us,"  Pioli  says. 

With  his  on-field  team  in  place,  Kraft  set  out  to  build  a  new 
stadium.  "We  needed  to  get  that  done  to  stay  competitive,"  he 
says.  "If  we  couldn't  do  it,  then  I  might  as  well  have  sold  the 
team."  The  old  Foxboro  Stadium,  unfriendly  and  uncomfort- 
able, had  no  higher-priced  club  seats  and  only  38  suites;  it 
brought  in  barely  enough  money  to  service  Kraft's  debt.  Ulti- 
mately he  chose  to  stay  in  Foxboro  and  build  a  new  arena  right 
alongside  the  old  one.  Construction  began  in  2000. 

In  2001  the  Patriots  won  their  first  Super  Bowl,  led  by  a  cast 
of  selfless  team  players  including  quarterback  Tom  Brady  and 
wide  receiver  Troy  Brown,  an  eighth-round  selection  in  1993. 
The  next  year  the  team  moved  into  Kraft's  new  Gillette  Stadium, 
with  80  posh  suites  that  rent  for  $165,000  apiece  per  season,  6,000 
club  seats  and  two  club  rooms,  which  are  rented  out  most  every 
day  of  the  year  for  weddings,  business  meetings  and  bar  mitzvahs. 


Revenue  is  up  50-fold  over  old  Foxboro  to  more  than  $90  mil 
As  for  the  cold,  hard  seats  he  had  back  at  the  old  place,  Krs 
storing  them  for  a  planned  museum.  "Old  Foxboro  was 
with  $6  million,"  he  says.  "The  bathrooms  in  our  new  stad 
cost  $20  million."  The  new  site  cost  $350  million  to  build,  a 
which  is  privately  financed.  The  Patriots  are  one  of  only  four 
teams  that  own  their  stadiums  (Carolina,  Miami  and  Wash 
ton  are  the  others). 

More  success  followed.  The  Patriots  just  missed  the  play 
in  2002  but  came  back  strong  to  win  the  Super  Bowl  agar. 
2003  and  2004.  They  will  have  to  keep  on  winning,  a  lotj 
Kraft's  investment  to  keep  paying  off.  His  debt  from  buying 
team  and  building  the  new  stadium  still  is  at  a  daunting  $ 
million,  and  in  the  NFL  all  glory  is  fleeting.  "Debt  has  kept 
entrepreneurial,"  he  says. 

Kraft  has  three  Super  Bowl  rings  to  wear  thus  far- 
make  that  two.  He  gave  up  the  third,  his  2005  ring,  in  a  bizj 
moment  earlier  this  year  in  Russia.  Kraft,  Citigroup  Chairn 
Sanford  Weill  and  News  Corp.'s  Rupert  Murdoch  were  atte 
ing  a  business  confab  with  the  Russian  president,  Vladii 
Putin.  "Sandy  suggested  I  show  Putin  the  ring,"  says  Kraft. 

The  Russian  president  admired  it  with  its  124  diamon 
tried  it  on — then  put  it  in  his  pocket  and  walked  away,  assumi 
it  was  a  gift.  The  ring  now  resides  in  the  Kremlin  Museu 
Kraft's  friends  tease  him  about  the  incident.  "I  gave  it  to  hirr 
a  present,"  he  insists  with  a  grin.  After  all,  he  still  owns  two, 
he's  feeling  pretty  confident  that  more  are  on  the  way. 


Gridiron 


Please  turn  the  page  for  our  special  foldout  'The  NFL's  Richest  FanchiS 


128     FORBES"  September  19,  2005 


ootball  Team  Valu, 


1999 
Daniel  Snyder 
Washington  Redskins 
and  stadium 
$750  MILLION 


ndiron 

Kurt  Badenhausen,  Jack  Gage,  l\J  „ 
laya  Roney  and  Jamie  Sundheim 


>TRATI0NS  BY  ULLA  PUGGAARD  FOR  FORBES 


2000 
Robert  Johnson 
New  York  Jets 
$635  MILLION 


1999 
Robert  McNair 
Houston  Texans 
(expansion  franchise) 
$700  MILLION 


2001 
Arthur  Blank 
Atlanta  Falcons 
$545  MILLION 


2005 
Zygmunt  Wilf 
Minnesota  Vikings 
$600  MILLION 


GAME  OF  EQUALS 

In  1969  the  Jets  upset 
the  Colts  in  Super  Bowl 
III,  legitimizing  the 
{merger  of  the  afl  and 
[NFL  in  1970. 


1994 

Jeffrey  Lurie 
iladelphia  Eagles 
$185  MILLION 


SHOWTIME 

Last  season's  Super 
Bowl,  between 
the  Eagles  and  the 
Patriots,  was  viewed 
in  a  record  222 
countries. 


MOUNT  PAID  FOR  FRANCHISE 


197: 

Georgia  Fro 
LARa 

$19  MIL 


STADIUM  SALE 

In  1989  Jerry  Jones 
buys  the  Cowboys  and 
creates  the  blueprint  for 
stadium  economics  by 
adding  premium  seating 
and  sponsorships 
with  Nike,  Pepsi  and 
American  Express. 


J  L 


INUALIZED  %  RETURN  AS  OF  2005  7% 

<  TEAM  PURCHASE,  ADJUSTED  FOR  INFLATION) 


:ROM  EITHER  END. 


ODGE  MAGNUM  R/T,  OPEN  IT  UP  FROM  EITHER  END.  Up  front,  a  best-in-class*  340-horsepower  5.7-liter  HEMP 
8  for  tire-smoking  performance.  And  in  back,  up  to  71.6  cubic  feet  of  cargo  space  for  maximum  versatility, 
ow  when  you  hear,  "What  do  you  got  in  that  thing?*'  you  can  show  them  in  more  ways  than  one.  Visit 

s  at  (Ux'ivvj.inu  or  call  BliO-  /;/vt >f  Jl     .  .  !  ■  .'/'.V 

iased  on  Ward's  2005  Middle  Cross/Utility  vehicle  segmentation.  Properly  secure  all  cargo, 
jor  more  information  about  Chrysler  Financial,  ask  your  local  dealer. 


THE  2006  DODGE  MAGNUM, 
STARTING  AT  $22,995. 


VELOCITY 

•  AVAILABLE  5.7L  HEMI®  V8  ENGINE 

Best-in-class*  340  horsepower 
Best-in-class*  390  Ib-ft  of  torque 

•  3.5L  HIGH  OUTPUT  V6  ENGINE  ON  SXT 

•  2.7LV6  ENGINE  ON  SE 

•  AVAILABLE  ALL-WHEEL  DRIVE  (SXT,  R/T) 

•  AVAILABLE  5-SPEED 
AUTOSTICK®  TRANSMISSION 

•  FOUR-WHEEL  INDEPENDENT 
SUSPENSION  FOR  WORLD-CLASS  HANDLING 

•  AVAILABLE  ELECTRONIC  STABILITY 
PROGRAM  WITH  BRAKE  ASSIST 

•  AVAILABLE  ALL-SPEED  TRACTION 
CONTROL  WITH  FOUR-WHEEL  DISC 
ANT1LOCK  BRAKE  SYSTEM 

•  STANDARD  18-INCH  POLISHED 
ALUMINUM  WHEELS  (R/T) 

17-inch  wheels  (SE,  SXT) 

•  MULTI-DISPLACEMENT  SYSTEM  (V8) 

Seamlessly  switches  between  four-  and  eight- 
cylinder  mode  for  improved  fuel  economy*  . 


VERSATILITY 

•  SEATING  FOR  UP  TO  FIVE 

•  60/40  SPLIT-FOLD  REAR  SEATS 

Provides  up  to  71.6  cu  ft  of 
cargo  volume 

•  UP  AND  AWAY  REAR  LIFTGATE 

•  REMOVABLE/REVERSIBLE  TRI-FOLD 
CARGO  FLOOR 

Bi-level  with  deep  side  cargo  wells 

•  OPTIONAL  FRONT  AND  REAR 
SIDE-CURTAIN  AIR  BAGS5 

•  OPTIONAL  SIRIUS  SATELLITE  RADIO 
AND  BOSTON  ACOUSTICS® 
SOUND  SYSTEM 

Six  speakers,  276-watt 
digital  amplifier 

•  AVAILABLE  IN-DASH  DVD-BASED  GPS 
NAVIGATION  SYSTEM 

•  AVAILABLE  UCONNECT™  BLUETOOTH® 
VOICE-ACTIVATED,  HANDS-FREE 
COMMUNICATION  SYSTEM 

•  AVAILABLE  POWER  ADJUSTABLE  PEDALS 

•  AVAILABLE  INFRARED  DUAL  ZONE 
AUTOMATIC  TEMPERATURE  CONTROL 


GRAB  LIFE  BY  THE  HORNS 


□  ODGI 


★  ★  ★  ★  *  HIGHEST  GOVERNMENT 
FIVE-STAR      FRONTAL  CRASH  TEST  RATING 


*Based  on  Ward's  2005  Middle  Cross/Utility  Vehicle  Segmentation.  fNo  system,  no  matter  how  sophisticated,  can  repeal  the  laws  of  physics 
-  or  overcome  careless  driving  actions.  Performance  is  limited  by  available  traction,  which  snow,  ice  and  other  conditions  can  affect.  When  ESP 
warning  lamp  in  the  speedometer  flashes,  the  driver  needs  to  use  less  throttle  and  adapt  speed  and  driving  behavior  to  prevailing  road  conditions. 
Always  drive  carefully,  consistent  with  conditions.  Please  always  wear  your  seat  belt.  *17  EPAest  city-mpg,  25  EPA  est  hwy  mpg  for  5.7L  HEMI 
V8,  depending  on  driving  habits.  ^Always  use  seat  belts.  Remember,  a  backseat  is  the  safest  place  for  children  12  and  under.  "SIRIUS"  and  the 
SIRIUS  dog  logo  are  registered  trademarks  of  SIRIUS  Satellite  Radio  Inc.  Monthly  subscriptions  may  apply.  Programming  is  subject  to  change. 
Not  available  in  Hawaii  and  Alaska.  For  full  Terms  and  Conditions,  visit  sirius.com  For  more  information  about  Chrysler  Financial,  ask  your 
local  dealer.  Dodge  and  HEMI  are  registered  trademarks  of  DaimlerChrysler  Corporation. 


je  canny  Ctrip  gang  has  thwarted  Barry  Diller 
|d  spawned  a  revolution  in  China's  booming 
Ivel  reservation  industry.  Next  up:  the  chain 
tel  business  1  By  Russell  Flannery 


JAMES  LIANG  RETURNED  HOME 
to  China  in  1 997  after  six  years  in 
the  U.S.  as  a  university  student 
and  Silicon  Valley  techie.  While 
working  for  Oracle  he  preached 
lainland  companies  that  they  could 
eve  great  breakthroughs  in  the  still- 
-led  economy  by  embracing  top-notch 
ware  and  modern  management.  By 
>  he  decided  to  put  those  ideas  to  work 
company  of  his  own  in  China's  nascent 
?1  reservation  sector, 
today  the  Georgia  Tech  graduate  and 
e  other  founding  partners  have  suc- 
ed  like  no  other  Chinese  entrepreneurs 
le  booming  business.  Founded  with 


$250,000  in  1999,  Ctrip.com  International 
is  now  worth  almost  $900  million.  It  owns 
one  of  China's  travel  industry's  best- 
known  brands  and  generates  3%  of  China's 
hotel  room  reservations  nightly.  Barry 
Diller's  Expedia  has  poured  $167  million 
into  China  in  the  last  two  years  to  catch  up, 
but  without  much  success.  Ctrip's  Nasdaq 
market  cap  is  3.4  times  that  of  Expedia's 
Chinese  unit,  Elong. 

Even  as  Ctrip  hurtles  forward,  its  "Gang 
of  Four"  founders  are  gearing  up  for  an- 
other lucrative  battlefront:  hotels.  Although 
foreign  visitors  in  China  mostly  camp  at  in- 
ternational four-  and  five-stars,  locals,  who 
fill  the  lion's  share  of  beds  at  the  country's 


10,000  hotels  and  inns,  end  up  at  far  more 
downscale  spots,  which  run  the  gamut  from 
overpriced  state-owned  dormitories  to  pri- 
vately run  love  shacks.  It's  not  exactly  a  land- 
scape of  mom-and-pop  inns,  but  Liang  says 
there's  a  parallel  with  the  U.S.  of  the  1950s 
before  the  interstate  highway  system  was  fin- 
ished: The  market  is  fragmented  and  open. 

Ctrip's  founders'  answer:  Home  Inns,  a 
Chinese-style  economy  hotel  harking  back 
to  the  U.S.'  Howard  Johnsons  and  Holiday 
Inns  of  the  1950s.  Its  multistory  buildings 
are  painted  bright  yellow  on  the  outside,  so 
they  are  easy  to  spot  in  China's  dense  cities. 
Inside,  the  colors  stay  just  as  bright:  Pink 
bedspreads  and  orange  walls  greet  guests. 
Desk  staff  wear  Hawaiian  shirts  that  look 
like  they're  from  a  1960s  beach  movie. 

"We  want  to  make  people  feel  as  if  they 
are  home,"  says  Wei  Cheng,  a  hotel  man- 
ager in  Hangzhou,  near  Shanghai,  although 
few  Chinese  homes  have  Day-Glo  walls. 

Home  Inns  today  operates  about  SO 
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Rooms  With  a  View  

hotels,  up  from  4  in  2002.  Occupancy  rates 
of  more  than  90%  are  propelling  the  com- 
pany toward  80  operations  by  the  end  of 
this  year  and  200  by  2008,  when  the  Sum- 
mer Olympics  will  be  held  in  Beijing. 

At  least  initially  Home  Inns  will  be 
hard-pressed  to  have  the  immense  brand 
awareness  of  Ctrip,  which  has  at  least  a 
third  of  the  hotel-booking  market  for 
nontour-group  travelers.  The  barriers  to 
entry  in  hotels  are  lower,  other  private  up- 
starts are  already  getting  in,  and  foreigners 
want  their  piece.  Among  them:  Cendant's 
Super  8,  which  has  opened  10  franchised 
hotels  since  last  June  and  is  gearing  up  to 
have  as  many  as  300  by  the  end  of  2008. 
Clever  promotions  include  opening  units 
on  calendar  days  that  end  with  an  8,  con- 
sidered lucky  by  Chinese.  "China  has 
10,000  hotels  but  less  than  200  with  any 
sort  of  national  brand,"  says  Super  8's 
China  chief  executive,  Mitchell  Presnick. 

"It's  not  a  'You  die  and  I  survive'  kind 
of  competition,"  says  Neil  Shen,  another 
cofounder,  who  is  both  deputy  chairman 
of  Home  Inns  and  president  of  Ctrip.  "The 
market  is  big  enough,  and  whoever  is  able 
to  grab  market  share  and  build  a  better 
brand  will  win  this  game,"  he  says. 

China  is  in  the  early  days  of  a  travel 
boom  that  is  unlikely  to  be  rivaled  globally 
in  the  next  two  decades.  According  to  the 
World  Tourism  Organization,  by  2020 


China  will  have  8%,  the  biggest  single 
share,  of  the  international  travel  market. 
Members  of  the  burgeoning  middle  class 
are  taking  to  air,  rail  and  roadways,  discov- 
ering their  own  country. 

And  it's  not  just  tourism.  Sweeping 
economic  reforms  are  opening  up  demand 
for  business  travel,  notes  Yoshihisa  Yamada, 
an  executive  director  at  Rakuten,  Japan's 
number  one  online  travel  firm  and  a  20% 
owner  of  Ctrip.  "If  you  have  to  choose  a 
category  that  will  have  the  most  change 
from  China's  economic  liberalization,  it  is 
the  movement  of  people.  China  was  for  a 
long  time  segmented  into  different 
provinces,  and  now  people  are  going  to  be 
moving  around,"  he  says. 

Ctrip's  founders  saw  the  opportunity 
early.  Liang  met  his  future  business  part- 
ner Ji  Qi  when  Ji  applied  to  sell  Oracle's 
software  in  China.  They  found  themselves 
talking  about  which  U.S.  Internet  models 
might  work  in  China  and  struck  upon 
travel,  even  though  both  were  engineers. 
The  two  brought  in  Shen,  an  investment 
banker  in  New  York  and  Hong  Kong,  and 
then  lured  Min  Fan,  an  executive  from  a 
state-owned  travel  company. 

The  Ctrip  partners  initially  owned  55% 
of  Home  Inns,  with  a  state-owned  hotel- 
management  outfit  in  Beijing  holding  45%. 
New  venture  capital  funds  brought  in  by 
Shen  reduced  the  partners'  stake  to  the  cur- 


rent one- third — still  the  largest.  The  H 
chain  was  spun  off  from  Ctrip  in  2003 

Home  Inns  was  spawned  to  meet| 
stay-over  needs  of  Ctrip's  target  marta 
individual  travelers.  Room  prices  of  ard 
$25  per  night  appeal  to  people  like 
Cao,  a  sales  manager  in  Shanghai  for  Jap 
ese  electronics  firm  JVC  who  took  the 
mile  train  ride  to  Hangzhou  for  a  1 
weekend  with  his  girlfriend.  "It's  cU 
nice-looking  and  affordable,"  he  says. 

Leisure  travelers  are  welcome  but  ah 
80%  of  Home  Inns'  guests  are  on  busin 
That's  behind  an  in-house  book  salt 
June  that  highlights  titles  such  as  Six  11 
to  Get  Rich  Through  Direct  Sales, 
World's  Most  Outstanding  Salesperson : 
The  Early  Files  of  China's  Rich.  A  break 
buffet  that  includes  Chinese  tea,  fried  m 
dies  and  pork  dumplings  goes  for  $1. 
Customers  often  stay  into  the  weekend 
cause  many  Chinese  small-business  pec 
like  to  socialize  with  their  partners. 

Home  Inns  has  until  now  been  op 
ating  its  own  hotels.  Franchising,  an 
proach  central  to  the  U.S.  hotel  indus 
and  Cendant's  way  in  China  as  well 
box),  is  for  another  day,  in  Liang's  vie 
"The  key  to  success  is  standardization  a 
process  management,"  he  says. 

Experienced  managers  are  in  short  si 
ply  relative  to  the  huge  demand.  The  pa 
ners  believe  Home  Inns  made  a  brilli; 
stroke  earlier  this  year  bringing  in  an  oi 
sider  as  chief  executive:  David  Sun,  w) 
previously  ran  a  dozen  B&Q  hardwa 
chain  stores  for  the  U.K.'s  Kingfisher  in  I 
Shanghai  area,  had  chain-manageme 
skills.  Wearing  a  polo  shirt  in  his  off 
rather  than  the  Hawaiian  look  of  the  de 
staff,  Sun  sees  similarities  with  retail.  "Bo 
are  service  industries,  where  you  face  t 
customer  and  where  you  have  to  have  go< 
systems  and  personnel  planning,"  he  sal 
Of  the  hospitality  industry's  quirks,  he  ad 
modesdy:  "I'm  a  learner." 

.  With  its  Ctrip  ties,  Home  Inns  is  off 
a  fast  start,  but  it  will  need  to  keep  learnii 
if  it  wants  to  maintain  the  pace  in  a  cl 
throat  market.  Locals  can  hope  to  hold  o: 
advantage  over  specialized  foreign  rivals 
better  feel  for  the  country's  still-murl 
legal  system.  Says  Sun:  "Chinese  entrepr 
neurs  can  act  faster  and  more  flexibly  whi 
the  rules  are  gray." 


The  Bed  Business 

Cendant's  Super  8  budget  entry  knows  that  it,  too,  needs  local  know-how  in  China  and  figures 
its  franchising  model  is  the  way  to  get  it. 

Zhang  Feng,  47.  made  his  money  in  fuel  distribution  in  Shanghai  and  decided  he  didn't 
want  to  spend  the  rest  of  his  life  in  the  business.  Last  year  he  rented  a  factory  in  the  city's 
up-and-coming  North  Bund  area  and  turned  it  into  a  hotel  and  this  year  decided  to  adopt 
the  Super  8  brand  for  marketability.  He  recalls  how  the  fast-food  business  took  off.  "At  one 
time  no  one  in  China  knew  KFC  or  McDonald's,  but  now  everyone  does,"  he  says.  "At  some 
point  I  think  everyone  will  know  Super  8  to  be  a  good  brand."  He's  signed  up  for  two  other 
inns  not  far  away. 

Zhang  says  he's  optimistic  because  the  U.S.  company's  management  approach  differs 
from  China's  biggest  homegrown  chains'.  For  instance,  management  rules  and  training  prac- 
tices are  better,  he  says. 

But  not  everyone  is  convinced  that  foreign  brands  will  dominate  in  the  long  haul.  Shen 
Feiyu  runs  one  of  Shanghai's  largest  restaurant  chains  and  is  dabbling  in  economy  hotels.  "We 
don't  have  enough  management  skills  just  yet  but  understand  local  people,"  he  says.  His 
chain,  Motel  168  (so  named  because  the  lowest  price  per  night  is  168  yuan,  or  about  $20),  has 
fen  locations,  each  hosting  one  of  his  eateries.  Shen  expects  to  double  the  number  of  inns  he 
runs  next  year  and  is  exploring  a  new  chain  of  hotels  with  even  smaller,  cheaper  rooms.  —  R.F. 
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HAVING    YOUR     CAKE     AND     EATING     IT  TOO 


having  a  good  life 


The  most  precious  asset  is  time.  And  every  day,  we  help  our  clients  make  the  most  of  it.  Because  we  take  the  time  to  get  to 
I  know  them,  and  their  needs.  And  then  we  continually  re-evaluate  those  needs  as  things  change.  Using  all  our  resources  to 
see  the  opportunities  that  may  lie  ahead,  as  well  as  the  risks.  So  they  can  make  the  most  of  their  investments,  and  their  time. 
If  you'd  like  to  know  more  about  how  we  can  help  you,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 

Northern  Trust 

Private  Banking    |    Asset  Management    |    Financial  Planning 
Trust  Services    |    Estate  Planning  Services    |    Business  Banking 


SPECIAL  ADVERTISING  SECTION 


n  the  continual  quest  to  reduce  expenses,  companies  have  traditionally  focused  on  the  size 
the  payroll.  The  actual  cost  of  producing  that  payroll,  however  —  which  includes  calculatii 
pay,  producing  checks,  making  direct  deposits  and  keeping  track  of  employee  information  - 
has  emerged  as  a  new  arena  for  savings,  particularly  since  payroll  production  costs  have  bee 
rising.  Last  year,  for  example,  the  median  cost  per  paycheck  rose  3.5%  compared  with  200. 
according  to  a  survey  by  the  American  Payroll  Association  (APA). 


Payroll  processing  is  in  the  midst  of  a 
revolution  that  presents  companies  with 
new  opportunities,  as  well  as  unexpected 
challenges. The  "paperless  payroll"  is  on 
its  way  to  becoming  a  reality  for  many 
companies,  as  paycards  issued  by  credit 
card  companies  become  increasingly 
popular.  Outsourcing  has  become  a  viable 
option  in  some  cases,  and  automated 
time  and  attendance  capabilities  have 
transformed  the  weekly  time  sheet  to 
curb  "punch-in"  abuse  and  help  lower 
payroll  processing  costs. 

For  those  companies  willing  to  over- 
haul their  payroll  practices,  the  potential 
cost  savings  can  be  enormous.  "If  you 
can  save  even  a  single  penny  per  check 
from  payroll  processing  costs  across 
an  entire  enterprise,  you're  talking  about 


an  enormous  amount  of  money,"  says 
Dan  Maddux,  executive  director  of  the 
American  Payroll  Association. 

The  APA  has  identified  three  ways  in 
which  companies  are  working  to  reduce 
the  costs  of  their  payroll  operations. 

Centralizing  Operations 

Companies  can  achieve  savings  by 
changing  the  structure  of  the  organization 
in  order  to  centralize  previously  disparate 
tasks,  notes  Maddux.  "We've  seen  com- 
panies that  in  the  past  have  had  diverse 
and  decentralized  payroll  operations 
consolidate  them  into  what  is  called  a 
shared  services  environment,"  he  says. 
"They  might  be  doing  HR,  payroll,  benefits 
or  accounts  payable,  depending  on  the 
need  at  that  point  in  time.  The  company 


is  more  efficient  because  individual: 
used  more  effectively." 

Standardizing  Procedures 

Many  companies  are  reducing  pa 
costs  by  standardizing  policies 
procedures.  "The  more  ways  that  p 
calculated  and  benefits  are  providec 
company  causes  the  cost  to  produce 
payroll  to  increase  almost  exponent!, 
says  Maddux.  Many  companies 
reduced  the  complexity  by  eliminc 
different  pay  and  benefit  policies 
different  groups  of  employees. 

Employee  Self-Service 

An  increasing  number  of  compai 
are  reducing  costs  by  transforming! 
role  of  the  payroll  operation  from 


THERE'S  AN 


easier  way 

TO  FIND 

cost  savings. 


fe  by  outsourcing  your  payroll,  HR  and  benefit  administration 

current  payroll,  HR  and  benefits  solution  might  seem  to  work  well  for  your 
ness  but  if  you  look  closer,  you  might  be  surprised.  Expenses  such  as 
itenance,  upgrades  and  labor  management  can  eat  away  at  promised  efficiencies 

economies.  By  outsourcing  with  ADP,  you  can  reduce  your  total  cost  of 
ership.  More  importantly,  ADP's  solutions  have  the  flexibility  to  grow  with  your 
ness,  while  giving  you  access  to  ADP's  expertise  and  world  class  service. 

1-800-CALL  ADP  www.adp.com 

nformation  Management  •  Benefit  Administration  •  Small  Business  Services  •  Payroll  Services 
&  Compliance  Management  •  Time  &  Labor  Management  •  Professional  Employer  Organization 

The  ADP  Logo  is  a  registered  trademark  of  ADP  of  North  America,  Inc. 


cash.  It's  a  convenience  and  4 
for  them." 

Seeking  to  serve  its  unfc 
employees,  AlliedBarton  Se 
Services  turned  to  ADP  "We  esp 
like  that  our  employees  can  ta 
TotalPay  Card  to  any  Visa-bi 
bank  and  receive  cash  without 
ring  any  fees,"  says  Frank  Co 
AlliedBarton's  director  of  accc 
operations.  "That's  been  a  huge 
tage  to  everyone." 

Employee  self-service  ha; 
proven  popular  with  both  empi 
and  employers.  Through  this,  "ei 
ers  are  looking  to  employees  t 
on  the  responsibility  to  update 
personal  information,"  says  Greg  S 


of  a  "transaction  processor,"  in  which 
payroll  staff  members  enter  all  the  data, 
into  one  that  is  more  of  an  "analytical 
processor,"  in  which  employees  them- 
selves are  responsible  for  entering  data. 
In  short,  the  employees  have  been 
given  responsibility  for  entering  and 
updating  their  personal  data  —  including 
timesheets  and  information  regarding 
withholdings,  addresses  and  taxes. 
"The  individual  who  owns  the  informa- 
tion becomes  responsible  for  making 
changes  to  the  information,"  says  Maddux. 
"It  eliminates  handling  of  a  significant 
portion  of  the  payroll  environment  by 
a  separate  staff,  and  this  is  done 
through  technology." 

To  help  companies  reduce  the  costs 
of  payroll  production,  five  companies  — 
ADR  Kronos,  EDS,  Bank  of  America 


Employees  appreciate  having  access  to  elect, 
commerce  and  not  having  to  carry  around  much 
It's  a  convenience  and  enabler  for  them. ^ 

-  Rick  Jaros,  Vice  President  of  Marketing  for  TotalPa\ 


gence  of  the  payroll  card,  as  well  as 
employee  self-service. 

Payroll  cards,  such  as  ADP's TotalPay® 
Card,  eliminate  paper  paychecks, 
which  are  expensive  for  companies  to 
produce.  Equally  important,  the  cards 
make  it  possible  for  employees  without 
bank  accounts  to  access  their  earnings 
without  resorting  to  expensive  check- 
cashing  facilities.  "The  TotalPay  card 
works  like  any  other  debit  card,"  says 
Rick  Jaros,  ADP's  vice  president  of 
marketing  for  TotalPay.  The  card  is  part 


[Workforce  management]  is  where  some  of 
the  biggest  savings  within  an  organization  can 
be  found.  ^  ^ 


-  Michael  DiPietro,  Vice  President  of  Product  Marketing,  Kronos 

and  CORT  Software  —  have  developed 
innovative  approaches  in  these  and 
other  areas  that  can  increase  efficiency 
as  well  as  accuracy. 


ADP:  HELPING  BUSINESSES 
DO  BUSINESS 

The  payroll  industry  has  been 
fundamentally  changed  by  the  emer- 


of  the  Visa®-branded  network,  and 
allows  cardholders  to  withdraw  funds 
over  the  counter  at  banks  as  well  as 
from  ATMs.  "The  card  has  been  popular, 
and  94%  of  customers  have  stated  that 
they  would  recommend  it  to  a  friend," 
says  Jaros.  "Employees  appreciate 
having  access  to  electronic  commerce 
and  not  having  to  carry  around  much 


ADP's  vice  president  of  marketir 
the  ADP  National  Account  Servic: 
Employee  Self-Service.  "This  app 
gives  employees  access  to  thei 
sonal  records  to  change  withholo 
for  instance,  or  to  update  their  ad 
if  they  move  or  have  recently 
married."  This  also  allows  employe 
view  their  paychecks  online  to  dc 
check  deductions,  as  well  as  to  er 
flexible  spending  account  programs 
no  longer  a  process  that  the  HR  d# 
ment  has  to  get  involved  with,  ar 
cost  savings  to  a  company  in  terr 
administrative  work  can  be  substai 
says  Secord.  There  are  also  advant 
for  employees. "  It  gives  employees 
control  over  their  records  and  inform; 
rather  than  having  that  filtered  thr 
one  or  more  departments." 

When  employee  self-service  is 
bined  with  direct  deposit  and  pa^ 
technology,  "companies  can  deliv. 
totally  paperless  payroll  solution  to 
employee  base,"  says  Secord.  The 
efits  of  this  strategy  include  elimin; 
of  all  distribution  costs  associated 
distributing  a  paper  payroll,  as  we 
the  cost  of  check  reconciliation.  "V 


her  Kronos  Success: 


-   V  V 


Increased  accuracy. 


Improved  perfomance. 
Immediate  savings. 


That's  workforce  management 
in  overdrive. 


wagon  de  Mexico  is  one  of  the  foremost  automobile  manufacturers  in  the  world.  By  migrating  from  a  manual  labor  management 
ss  to  a  Kronos  workforce  management  solution,  the  company  is  driving  to  even  higher  levels  of  performance.  Working  with  Kronos, 
vagen  de  Mexico  is  realizing  benefits  like  increased  payroll  accuracy,  improved  productivity  from  their  workforce  of  1 1,000  employees, 
n  anticipated  ROI  of  more  than  $590,000.  To  learn  more,  call  I -800-225- 1  56 1  orvisitwww.kronos.com/vw. 

#  KRONOS 

Improving  the  Performance  of  People  and  Business  " 


2005  Kronos  Incorporated.  Kronos  and  the  Kronos  logo  are  registered  trademarks  of  Kronos  Incorporated  or  a  related  company.  All  rights  reserved. 
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Bank  of  America 
ACHIEVING  100% 
DIRECT  DEPOSIT 

With  more  than  15,000  employees, 
General  Parts,  Inc.  has  achieved  a  phe- 
nomenal goal.  In  recent  years,  the 
company  has  consistently  maintained 
a  99.5%  direct  deposit  penetration. 

How  does  the  company  do  it? 
With  help  from  Bank  of  America. 

General  Parts,  Inc.,  is  a  wholesale  auto 
parts  distributor  with  CARQUEST 
Auto  Parts  Stores.  The  company's  work- 
force includes  union  and  non-union 
employees  who  work  in  retail  sales, 
warehouses  and  distribution  centers 
across  the  nation.  Despite  the  diversity, 
the  company  finds  that  direct  deposit 
has  universal  appeal  —  both  among 
employees,  because  of  the  convenience, 
and  among  payroll  managers,  because 
of  the  cost  savings  and  efficiency  it  brings. 

Maintaining  a  near- 100%  direct 
deposit  penetration  takes  work  and 
dedication  from  the  company,  as  well 
as  support  from  Bank  of  America. 
"But  the  efforts  are  well  worth  the 
savings  for  the  company  and  the 
added  benefits  for  employees,"  says 
Tony  Bridges,  payroll  director. 

While  every  company  faces  unique 
challenges  in  making  direct  deposit  a 
reality,  "we  have  a  full  array  of  payroll 
solutions  and  help  our  clients  with 
strategic  ideas,  marketing  material 
and  promotional  campaigns,"  says 
Cheryl  Soriano  of  Bank  of  America. 

Bank  of  America 


Higher  Standards 


you  work  with  ADR  it's  a  win-win  situa- 
tion," says  Secord.  "Companies  save 
money,  and  employees  like  the  fact  that 
they  gain  greater  control  over  their 
personal  information." 

JT3,  a  Raytheon  joint  venture  company 
that  provides  J-Tech  services,  training 
and  support  to  the  Department  of 
Defense,  recently  enlisted  ADP  to  help 
create  a  paperless  payroll  system  with 
employee  self-service  as  its  nucleus. 
"Our  payroll  was  initially  done  in-house, 
but  we  wanted  to  achieve  an  improved 
level  of  service  as  well  as  reduce  costs," 
says  JT3  Chief  Financial  Officer  Dan  Wild. 


can  be  found."  Kronos  helps  org 
tions  manage  their  workforce 
reducing  costs,  increasing  prodL 
and  improving  employee  satisfac 
Consistently  enforcing  often 
and  leave  policies  is  critical  t 
organization's  bottom  line.  With  i 
of  Kronos'  total  absence  manage 
solution,  organizations  not  only  an 
to  eliminate  paperwork  and  n 
efforts,  but  also  improve  efficient 
help  turn  employee  absences 
controllable  expense.  A  study  dq 
Circadian  Technologies,  Inc.,  foun 
a  company  of  5,000  hourly  emp 


£^We  are  seeing  more  and  more  businesses  impl 
or  expand  their  direct  deposit  of  payroll. 

-  John  Gruce,  Senior  Vice  President  of  Prepaid  Card  Services,  Bank  o 


The  company  turned  to  ADP  to  imple- 
ment and  manage  a  Web-based  system 
in  which  employees  update  their  own 
information  and  print  out  their  own  pay 
stubs.  "Over  the  last  year,  our  costs  have 
gone  down  in  the  neighborhood  of  15%, 
and  there's  been  a  dramatic  improvement 
in  efficiencies  as  well,"  says  Wild. 

KRONOS: 

ABSENCE  MANAGEMENT 

Through  the  years,  budget-conscious 
CFOs  have  targeted  everything  from 
the  supply  chain  to  customer  relation- 
ship management  in  an  effort  to  reduce 
costs.  Now  comes  the  challenge  of 
reducing  costs  from  payroll  —  not  by 
reducing  the  overall  number  of  employ- 
ees, but  by  reducing  the  costs  associated 
with  managing  payroll  and  human 
resources  operations. 

"Workforce  management,  as  a  gen- 
eral category,  refers  to  all  the  applications 
that  help  organizations  manage  their 
employees,  from  human  resources,  to 
scheduling,  to  time  and  labor  solutions," 
says  Michael  DiPietro,  vice  president 
of  product  marketing  for  Kronos 
(www.kronos.com),  one  of  the  most 
trusted  names  in  workforce  manage- 
ment. "It  is  here  where  some  of  the 
biggest  savings  within  an  organization 


has  the  potential  to  reduce  co$ 
over  $7.9  million  per  year,  or  3 
total  payroll,  by  automating  its  ab 
management  processes. 

In  the  area  of  time  and  attenc 
a  study  by  Nucleus  Research  foun 
the  average  return  on  investment  a 
a  set  of  Kronos  customers  was  4 
with  a  payback  period  of  jus 
months.  Through  better  time  and 
dance  management,  says  DiP 
Kronos  has  shown  that  companie 
reduce  their  total  payroll  expens 
3.5%.  "That's  the  statistic  that  ha 
the  most  impact  with  the  CFO,"  he 

In  the  realm  of  employee  self-se 
Kronos  has  also  made  signif 
advances,  particularly  among  the 
mated  60%  of  employees  in  the 
who  do  not  have  access  to  a  com| 
to  update  their  employee  and  pa 
information.  "At  Kronos,  we're  ab 
deliver  self-service  to  all  employees 
says.  The  result,  he  adds,  can  be  sa' 
.of  as  much  as  $210  per  employee 
year,  since  it  relieves  the  burden  oi 
human  resources  department. 

BANK  OF  AMERICA:  TO 
PAYROLL  MANAGEMENT 

As  businesses  look  for  more  effi 
and  cost-effective  ways  to  manage 


The  global  treasury  bank 
for  your  business  world. 


INATE  BOUNDARIES  WITH  INNOVATIVE  THINKING  AND  DEDICATED  SERVICE.  Winning  in  the  international  marketplace 
(*es  treasury  solutions  that  are  as  strategic  and  agile  as  your  growing  business.  Whether  it's  payments  in  Buenos  Aires  or 
iances  in  Tokyo,  Bank  of  America  offers  a  full  range  of  treasury  and  trade  capabilities,  insightful  advice  and  dedicated  service 
p  you  succeed.  One  World.  One  Bank.  Global  Vision.  To  learn  more,  email  globaltreasury@bankofamerica.com  or  visit  us  at  the 
fiation  for  Financial  Professionals 17  Annual  Conference,  Booth  #742. 
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roll,  they  often  turn  to  Bank  of  America, 
and  with  good  reason. 

Being  the  largest  treasury  man- 
agement provider  in  the  U.S.,  Bank  of 
America  takes  a  consultative  approach 
to  deliver  innovative  payroll  solutions 
to  businesses.  Its  integrated  payroll 
solutions  include  direct  deposit,  flexible 
card  programs  for  payroll,  bonuses, 
incentives,  travel  and  entertainment, 
as  well  as  value-added  employee 
benefits  programs. 

Bank  of  America's  direct  deposit  of 
payroll  offers  many  advantages,  such 
as  reduced  costs,  timely  delivery  of 
pay,  enhanced  employee  convenience 
and  reduced  exposure  to  check  fraud. 

"Despite  all  its  benefits,  some  busi- 
nesses had  not  previously  transitioned 
to  direct  deposit  of  payroll  because 
they  needed  to  offer  paper  checks  to 
employees  without  bank  accounts," 
says  John  Gruce,  senior  vice  president 
of  Prepaid  Card  Services  for  Bank  of 
America.  "However,  by  using  our  CashPay 
Visa  payroll  card,  we  are  seeing  more 
and  more  businesses  implement  or 
expand  their  direct  deposit  of  payroll." 


Businesses  can  offer  emp 
financial  benefits  through  Bj 
America  Group  Banking  pro<) 
such  as  complimentary  ch 
options  with  direct  deposit,  loi 
mortgage  discounts,  online  b 
with  bill  pay,  discounted  credit 
easy  access  for  account  openir 
benefits  information  via  a  dec 
Web  site,  and  more.  "These  prq 
are  offered  to  clients  at  no  cos 
Ron  Benton,  senior  vice  presid 
Group  Banking  at  Bank  of  An 
"We'll  even  send  bank  associa 
the  workplace  to  enroll  our  c 
employees  in  these  benefit  prog 

The  Bank  of  America  advant 
plain  to  see.  With  17400  ATM  mao 
and  some  5,800  banking  centers  th 
out  the  U.S.,  the  organization  has 
33  million  consumer  relationships 
makes  us  the  natural  provider  for  [ 
and  financial  benefit  solutions 
Benton.  "We  have  robust  prog 
as  well  as  dedicated  teams  tc 
design  and  implement  the  most 
tageous  payroll  program." 

If  your  business  is  looking  to  stre 


some  companies'  minds,  calculating  gross  pi 
outside  the  scope  of  what  they  consider  payrol 
sourcing  —  but,  in  fact,  it  is  the  critical  first  ste| 

-  Steve  Bohannon.  Chief  Executive  Officer,  Exceller 


Bank  of  America  CashPay  is  a 
Visa®-branded  payroll  card  that  allows 
businesses  to  offer  recurring  direct 
deposit  to  employees  who  do  not 
have  a  checking  account  or  who  do 
not  want  their  pay  deposited  into  their 
existing  bank  account.  Pay  is  directly 
deposited  to  FDIC-insured  accounts, 
from  which  employees  can  withdraw 
funds  or  pay  bills  via  their  CashPay 
card.  There  is  no  credit  check  required 
for  CashPay,  so  employees  with  no 
credit  history  or  poor  credit  qualify.  The 
account  owner  has  access  to  his  or 
her  pay  everywhere  that  Visa  debit 
cards  are  accepted,  and  can  access 
cash  via  pinned  point-of-sale  terminals 
and  ATMs.  Additionally,  Bank  of  America 
is  the  number-one  issuer  for  the  Visa® 
Payroll  Card. 


its  payroll  program  and  provide  addl 
employee  benefits,  Bank  of  Amerii 
help.  Contact  a  treasury  manage 
sales  officer  or  e-mail  Bank  of  Arr 
at  globaltreasury@bankofamericaj 

ExcellerateHRO: 
EXPLORING  THE 
PAYROLL  PROCESS 

To  understand  payroll  with  ar 
toward  reducing  costs,  it's  best  to 
it  as  a  series  of  core  processes 
than  a  single  operation. 

"First,  there  is  the  set-up  of 
used  to  determine  gross  pay. 
there  are  the  calculations  to  deter 
net  pay,  taxation  and  withhold 
This  is  followed  by  fulfillment  acti' 
to  distribute  employee  payment 
ing  producing  the  check,"  says 


ns 


5400  Legacy  Drive 
Piano,  Texas  75024 
Ph:  972  605  6000 
info@eds.com 
www.eds.com 


TOWERS 
P  E  R  R  I  N 


263  Tresser  Boulevard 
Stamford,  CT  06901-3226 
tel  203.326.5400 
www.  towersperri  n  .com 
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ExcellerateHRO—^ 

The  HRO  business  of  EDS  &  Towers  Perrin 


800+  Offices  Around  the  Globe 
With  One  Near  You 
Ph:  866.458.0613 
+44-870-9012165 
www.excelleratehro.com 


Proof  that  genius  is  hereditary. 

Meet  the  brainchild  behind  your  HR  outsourcing  solutions.  ExcellerateHRO!M  The  new  joint  business 
from  two  proud  parent  companies:  EDS  and  Towers  Perrin.  This  global  HR  outsourcing  powerhouse 
combines  the  deep  HR  experience  of  Towers  Perrin  with  the  IT  and  business  process  outsourcing 
expertise  of  EDS.  The  result  is  a  new  leader  in  HR  outsourcing,  offering  smarter  solutions  to  more 
people  in  more  places  than  ever  before.  Visit  www.excelleratehro.com  to  learn  more. 

It's  the  next  generation  of  HR  outsourcing.  And  it's  brought  to  you  by  ExcellerateHRO. 
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ExcellerateHRO 


The  HRO  business  of  EDS  &  Towers  Perrin 


ExcellerateHRO  and  the  ExcellerateHRO  logo  are  trademarks  of  ExcellerateHRO  All  other  brand  or  product  names  are  trademarks  or  registered  marks  of  their  respective 
owners.  ExcellerateHRO  is  an  equal  opportunity  employer  and  values  the  diversity  of  its  people.  Copyright  2005  ExceilerateHRO.  All  rights  reserved. 


Many  companies  arc  Finding  that,  as  they  grow, 
the  way  to  reduce  payroll  costs  is  to  bring  payroll 
back  in-house.^^ 


Bohannon,  chief  executive  officer  of 
ExcellerateHRO  (vwvw.excelleratehro.com), 
the  jointly  owned  human  resources 
outsourcing  business  of  EDS  and 
Towers  Perrin.  "If  your  goal  is 
reducing  the  cost  of  payroll,  the  most 
complex  piece  of  the  entire  transaction 
is  in  the  front  end,  in  determining  gross 
pay."  ExcellerateHRO  helps  clients 
optimize  their  investment  in  human 
resources  processes  and  programs 
while  better  aligning  their  HR  agenda 
and  delivery  model  with  their  overall 
business  objectives. 

Depending  on  the  industry,  setting 
up  an  employee's  gross  pay  can  include 


David. Flaningam,  President,  CORT  Software 


a  variety  of  commission  plans,  pay 
scales  and  an  assortment  of  other 
complex  factors  that  require  significant 
human  input.  "In  some  companies' 
minds,  calculating  gross  pay  is  outside 
the  scope  of  what  they  consider  payroll 
outsourcing  —  but,  in  fact,  it  is  the 
critical  first  step,"  says  Bohannon.  "To 
reduce  the  cost  of  payroll,  you  must 
first  address  the  pay  practices  in  your 
organization  —  how  you  determine 
gross  pay  and  the  employee  pay  cycle." 

Recently,  Bohannon  worked  with  a 
client  in  the  nursing  compensation 
industry  who  had  identified  75  different 
ways  of  calculating  a  nurse's  gross  pay. 

Despite  all  those  calcula- 
tions, there  was  less  than 
a  10%  difference  in  a 
nurse's  paycheck  based 
on  the  number  of  years 
of  experience.  "It  wasn't 
cost  effective  to  have 
those  75  different  ways  of 
determining  pay,  when  the 
result  was  actually  fairly 
minor,"  says  Bohannon.  The 


solution  for  that  company  was  to  ij 
75  processes  to  a  more  manac 
half-dozen,  which  not  only  simplifie 
calculation  of  gross  pay,  but  decn 
the  cost  of  the  process  as  well. 

"We  firmly  believe  that  if  y 
seeking  the  lowest-cost  delive 
services  such  as  payroll,  you 
connect  it  to  the  company's  bus 
plan,"  says  Bohannon. 

"Certain  complexities  may  be  e 


National  Payroll  Week  (NPW)  is  a  public  awareness 
campaign  celebrating  paychecks  and  the  people  who  make 
payday  happen.  Starting  on  Labor  Day,  NPW  educates 
workers  about  the  payroll  withholding  system  and  howl 
they  can  take  advantage  of  payroll-driven  benefits.  Now 
in  its  tenth  year,  National  Payroll  Week  also  celebrates  the 
fact  that  payroll  collects  71%  of  the  U.S.  Treasury's  revenue^ 
keeping  our  nation  strong.  This  fact  is  the  inspiration  for 
the  NPW  slogan:  America  Works  Because  We're  Working) 
For  America.  More  information  and  resources  are  availablel 
at  www.nationalpayrollweek.com. 
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your  business.  But  whenever 
le,  opt  for  processes  that  are 
ilined,  effective  and  efficient  to 
te  the  desired  outcome.  Focus 
outcome,  not  the  input." 

r  SOFTWARE:  IN-HOUSE 
JTIONS  THAT  WORK 

en  it  comes  to  reducing  the 
producing  a  payroll,  there  is  no 
ze-f its-all"  approach,  says  David 
am,  president  of  CORT  Software 
cortsoftware.com),  which  has 
:reating  world-class  payroll  and 
resources  management  soft- 
ince  1975. 

ile  many  companies  with  whom 
works  have  outsourced  their  pay- 
duction  through  a  service  bureau 
)ast,  "what  we're  seeing  now  is  a 
n  our  market  space  to  return  to 
e  processing,"  says  Flaningam.The 


reason  is  cost,  he  explains.  With  out- 
sourced production,  "there  is  a  fixed 
per-employee,  per-month  cost."  However, 
this  does  not  apply  to  an  in-house  owned 
and  operated  solution.  "Many  companies 
are  finding  that,  as  they  grow,  the  way  to 
reduce  payroll  costs  is  to  bring  payroll 
back  in-house,"  he  says.  By  doing  so, 
costs  can  generally  be  reduced  in  the 
related  area  of  human  resources  as  well. 

CORT  Software  installs  the  payroll 
and  human  resources  management 
software  at  a  company,  trains  users  to 
operate  it  and  provides  ongoing  support. 
The  result  is  a  smooth  transition  to  the 
new  payroll  production  system,  combined 
with  cost  reductions.  "Through  our  metrics, 
we  show  cost  savings  when  transferring 
from  an  outsourced  solution  to  an  in- 
house  solution,"  says  Flaningam.  "In  most 
situations,  our  product  pays  for  itself  in 
about  18  months."  ■ 
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!ORT  celebrates  its  30th  birthday  this  year.  With  vast  experience  and  knowledge  in  payroll  and  HR  systems  accumulated  over  the  last 
30  years,  plus  renowned  customer  service,  CORT  delivers  mission  critical  software  and  service  to  our  1 ,250  customers  in  45  states. 
No  client  has  ever  missed  a  payroll  in  30  years.  That's  value  and  ROI  you  can  take  to  the  bank. 
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Celebrate  payday  and  the  payroll  professionals  who  make  paychecks  happen  during 
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America  Works  Because  We're  Working  for  America®. 

National  Payroll  Week  was  founded  by  the  American  Payroll  Association,  the  nation's  leader  in  payroll  education  since  1982. 


*  Based  on  results  of  the  2004  "Getting  Paid  In  America'""  survey.  Participate  in  this  year's  survey,  now 
through  September  9  at  www.nationalpayrollweek.com,  and  be  eligible  io  win  a  free  paycheck. 


Backseat  Driver  Jerry  Flint 


tilling  The 
(ream 

'S  OFFICIAL  NOW.  SATURN  IS  TO  BE  SAVED.  NEW  MODELS  ARE 
oming  to  the  once-beloved  line  that  jealous  rivals  inside 
beneral  Motors  have  tried  to  kill  for  years.  But  it  doesn't 
eally  make  any  difference,  for  Saturn — what  it  was  sup- 
psed  to  be  and  what  it  could  have  been — may  have  all  but 
hed. 

et's  go  back  to  the  beginning.  Saturn  began  late  in  1990 
eat  fanfare.  GM  was  worried  because  its  market  share  had 
to  35%.  In  came  Saturn,  an  all-new  car  with  a  plastic 
that  would  defeat  bumps  and  scratches;  it  would  be 
in  an  all-new  factory  in  Spring  Hill,  Tenn.,  where  the 
n  rules  would  be  more  forgiving  and  workers  and  man- 
would  pull  together.  It  would  be  sold  by  a  new  genera- 
of  dealers,  who  would  treat  the  customer  right,  offering 
gle,  fair  price  and  no  haggling.  The  motto  was  a  different 
of  car,  a  different  kind  of  company,  and  the  goal  was  to 
?ack  the  customers  who  had  gone  over  to  the  foreign  car 
ers. 

aturn  offered  us  a  new  dream,  and  for  a  while  the  whole 
try  seemed  to  believe  in  it.  It  really  was  different.  What  we 
t  realize  was  that  GM  executives,  and  even  the  union,  hated 
ream  and  would  work  to  destroy  it. 

low  could  that  be?  Saturn  was  the  brainchild  of  a  GM  chief 
itive  named  Roger  Smith,  who  was  thoroughly  disliked  by 
nderlings.  After  he  retired  in  1990  they  got  even  by  drown- 
is  baby.  People  at  other  GM  divisions,  such  as  Chevrolet,  felt 
loney  going  to  Saturn  had  been  stolen  from  them  and  were 
mined  to  cut  off  the  flow.  No  matter  that  the  people  loved 
it  while  they  were  starving  Saturn,  other  parts  of  GM  still 
ered;  its  market  share  has  fallen  from  35%  to  around  27% 
rear. 

ast  year  Saturn  sales  were  down  to  212,017,  a  collapse 
i  271,157  the  year  before.  This  year  they  still  are  going 
h,  to  128,925  in  seven  months,  a  5%  decline  over  the  same 
)d  last  year,  and  by  year-end  probably  will  hit  a  new  low. 
t  now  Saturn  sells  a  little  SUV  called  the  Vue,  which  is 
ing  the  line  alive;  a  sort-of  minivan  called  the 
y;  and  a  discredited  car  called  the  Ion.  The  L 
:s  car,  another  failure,  has  been  killed. 


The  new  Saturn  models  have  a  few  things  going  for  them. 
The  Sky  roadster,  coming  out  in  the  spring  of  next  year  as  a 
2007  model,  has  a  colorful  interior  and  is  the  sister  two-seater 
to  the  Pontiac  Solstice,  which  just  went  into  production.  A 
sedan,  called  Aura,  is  to  go  into  production  next  summer  for  the 
2007  model  year.  The  show  car  was  sharp,  and  there's  always  the 
hope  that  GM  won't  dumb  down  the  production  car  too  much. 
The  third  model,  coming  out  late  next  year,  will  be  a  new 
crossover  sport  utility  called  the  Outlook.  And  later  there  will 
be  a  new  Ion,  which  will  be  an  engineering  offspring  of  a  Ger- 
man Opel. 

In  addition  Saturn  will  put  a  starter/generator  in  the  Vue 
and  probably  in  other  models.  This  system  saves  gasoline  in 
stop-go  city  driving  by  shutting  the  engine  at  short  stops.  It's 
a  good  idea,  though  not  enough  to  make  Saturn  a  fuel- 
efficiency  idol. 

But  these  details  hardly 
matter  now.  The  old  Saturn 
had  its  own  management,  its 
own  engineers,  its  own  plant. 
The  idea  was  to  get  away  from 
the  old  GM  way  of  doing 
things.  But  now  Saturn  has 
been  beaten  down  and  squeezed 
into  the  GM  mold.  The  new 
cars  won't  have  that  plastic 
body — too  much  trouble.  That 
special  union  contract  is  gone. 
The  leaders  of  the  United  Auto 
Workers  in  Detroit  couldn't 
stand  the  idea  of  cooperation 
in  place  of  confrontation.  And 
Spring  Hill  isn't  Never  Land, 
anymore;  it's  just  another  GM  factory,  and  it  isn't  even  clear  that 
future  Saturns  will  be  built  there. 

My  old  friend  Lindsay  Chappell,  the  Southern  correspon- 
dent for  Automotive  News,  wrote  it  best  a  couple  weeks  ago.  He 
remembered  the  Saturn  magic  that  made  tens  of  thousands  of 
owners  drive  across  the  country  to  Spring  Hill  for  a  Saturn 
homecoming.  Then  he  said  it  doesn't  even  matter  if  the  new  cars 
are  spectacular  because  GM  "will  have  utterly  and  finally 
destroyed  Saturn's  magic.  And  Saturn  will  be  one  more  strug- 
gling brand,  positioned  somewhere  below  Buick  and  above 
Suzuki.  Blah." 

Lindsay  wrote  that  GM  "was  incapable  of  understanding  the 
fairy  it  had  captured  in  a  jar."  Now,  "Tinkerbell  is  dead.  The 
magic  inspired  by  the  little  country  town  factory  is  floating  away 
just  because  GM  didn't  know  how  to  believe."  His  words  actually 
made  me  cry,  and  that's  not  easy. 

Robert  Lutz,  GM  vice  chairman  and  one  of  the  best  in  Detroit, 
is  working  hard  to  make  the  coming  Saturns  winners.  He  thinks  my 
tale  of  the  magic  and  Tinkerbell  is  stupid.  I  hope  he's  right.  F 


The  idea  was  to 
get  away  from 
the  old  GM  way 
of  doing  things. 
But  now  Saturn 
has  been  beaten 
down  and 
squeezed  into 
the  GM  mold. 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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Proven  Performance 


Choose  from  over  90  low-cost  mutual  funds  including: 

As  of  6/30/05 

1  Year 

5  Year 

10Year 

Expense 
Ratio 

Balanced  Fund 

Lipper  Balanced  Funds  Average 

9.00% 

6.50% 

3.61% 

1 .90% 

8.76% 

7.66% 

0.70% 

1 .38% 

Capital  Appreciation  Fund 

Lipper  Multi-Cap  Value  Funds  Average 

10.72% 

10.72% 

13.64% 

6.22% 

12.68% 

10.14% 

0.83% 

1 .59% 

Dividend  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

7.85% 

7.16% 

3.20% 

-0.36% 

9.74% 

9.37% 

0.78% 

1 .48% 

Spectrum  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

10.72% 

7.16% 

2.01% 

-0.36% 

9.76% 

9.37% 

0.86% 

1 .48% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which  cannot 
guarantee  future  results.  Share  price,  principal  value,  and  return  will  vary,  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares.  To  obtain  the  most  recent  month-end  performance,  call  us  or 
visit  our  Web  site.  Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives, 
risks,  fees,  expenses,  and  other  information  that  you  should  read  and  consider  carefully  before 
investing.  All  mutual  funds  are  subject  to  market  risk,  including  possible  loss  of  principal. 

100%  NO-LOAD  MUTUAL  FUNDS 


nd  Low  Cost 


discover  why  more  and  more  investors 
re  choosing  T.  Rowe  Price. 

t  T.  Rowe  Price,  we  believe  you  shouldn't  have  to  choose  between  low  expenses  and  strong 
arformance.  For  each  1-,  5-,  and  10-year  period  ended  6/30/05,  over  70%  of  our  funds  beat  their 
pper  average.*  Results  will  vary  for  other  periods.  Our  active,  hands-on  approach  to  investing  is  just 
ne  of  the  reasons  our  funds  have  performed  so  well  over  time.  We're  also  dedicated  to  keeping  costs 
iw.  We  offer  funds  with  no  loads,  no  sales  charges,  and  expense  ratios  below  their  Lipper  averages. 

}  find  out  which  T.  Rowe  Price  mutual  fund  is  right  for  your  goals  and  tolerance  for  risk,  visit  our  Web 
te  or  call  our  Investment  Guidance  Specialists  today. 


ROWEPRICE.COM/MUTUALFUNDS 


1-800  541-4710 


T.RoweRice 


® 


INVEST  WITH  CONFIDENCE 


Jased  on  cumulative  total  return,  97  of  1  32, 65  ol  87,  and  44  of  61  f,  Rowe  Price  funds  (including  all  share  classes  and  excluding  funds  used  in  insurance  products)  outperformed  their 
jper  average  for  the  I-,  5-,  and  1 0-year  periods  ended  6/30/05,  respectively.  Not  all  funds  outperformed  for  all  periods.  (Source  for  data.  Lipper  Inc.)  I.  Rowe  Price  Investment  Services, 
:.,  Distributor.  MPLC072/05 


ont  Line 


Japan  is  shedding  its  pacifism,  in  all  but  name,  to  plow  $10  billion 
into  America's  troubled  Star  Wars  antimissile  program.  It's  already  a 
victory  for  U.S.  taxpayers  and  defense  contractors. 

By  Neil  Weinberg  with  Kiyoe  Minami 


A "PULL  THE  PLUG"  CEREMONY 
for  Japan's  latest  high-tech  mis- 
sile defenses  took  place  in  an 
unlikely  location  in  July: 
Moorestown,  N.J.  That's  where 
Lockheed  Martin  completed  testing  and 
unplugged  a  $60  million-plus  weapons 
system.  It  is  destined  for  Japan's  fifth 
Aegis-class  destroyer,  now  under  con- 
struction in  Nagasaki  by  Mitsubishi 
Heavy  Industries,  maker  of  the  World 
War  II  Zero  fighter  and  still  Japan's  largest 
weapons  producer. 

The  system  is  part  of  Japan's  new  push 
to  protect  itself  from  prospective  attacks 
by  North  Korea  and  China.  All  told,  the 
country  will  spend  $  1 0  billion  on  the  anti- 
missile effort  over  the  next  five  years.  That 
will  include  deploying  Lockheed  Martin's 
electronics  and  Raytheon's  antimissile  mis- 


siles aboard  Aegis  destroyers  and  land- 
based  Patriot  batteries.  Japan  will  import 
some  U.S.  gear  wholesale.  American  and 
Japanese  contractors  will  jointly  develop 
other  systems  within  six  years.  Japan  is  also 
deploying  a  homegrown  fleet  of  spy  satel- 
lites and  radar  to  detect  ballistic  missile 
launches  hundreds  of  miles  offshore. 

Japan's  aggressive  embrace  of  antimis- 
sile defenses  is  forcing  the  nation  to  un- 
dergo the  most  wrenching  revamp  of  its 
military  posture  since  the  end  of  World 
War  II.  After  that  war  Japan  enshrined 
pacifism  into  its  constitution,  which  states 
that  "the  Japanese  people  forever  renounce 
war"  and  that  "land,  sea  and  air  forces,  as 
well  as  other  war  potential,  will  never  be 
maintained."  The  nation  has  interpreted 
that  to  exclude  any  military  action  not 
directiy  involving  homeland  defense.  Re- 


cent translation:  Japan  isn't  going  to  s 
down  a  missile  headed  to  California. 

But  now  Japan  is  having  to  overc 
its  pacifist  past  and,  in  cooperation  wit 
U.S.,  clear  the  technological  hurdles 
have  left  America's  own  multibillion 
lar  antimissile  program  mired.  And  it  r 
do  so  within  a  defense  budget  being  sh 
to  help  contain  mammoth  fiscal  defic 
"The  U.S.  nuclear  umbrella  alone 
longer  enough  to  assure  our  security," 
Defense  Minister  Yoshinori  Ohno.  "J; 
can't  just  provide  the  American  mill 
with  bases.  We  must  cooperate  in  our 
defense." 

Coming  from  elsewhere,  Oh 
statement  might  seem  uneventful.  Bi 
a  region  with  vivid  memories  of  Jap 
World  War  II  atrocities,  rife  with  anc 
animosities  and  modern  rivalries, 
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•tions  of  Japan's  military  might  have 
i  met  with  fierce  opposition, 
fet  Japan  has  long  liberally  inter- 
id  its  antiwar  constitution  to  permit 
ong  homeland  defense.  Its  $46  bil- 
fiscal  2004  military  budget  exceeds 
lin's  or  France's  and  ranks  fourth  in 
vorld  behind  those  of  only  the  U.S., 
la  and  Russia. 

What's  new  is  Japan's  willingness  to 
ront  regional  threats  and  to  partici- 
in  military  operations  thousands  of 
s  offshore.  During  the  first  Gulf  war 
n's  only  contribution  was  money, 
though  it  imports  90%  of  its  oil  from 
vliddle  East.  As  the  U.S.  considered 
:king  North  Korea  in  1994  over  its 
ear  program,  Japan  was  again  a 
inder,  despite  the  real  risk  it  would  get 
ed  into  the  conflict. 


The  next  year  the  Tokyo  subway  was 
hit  with  a  sarin  gas  attack,  and  in  1996 
China  launched  missiles  into  waters  near 
Taiwan,  a  few  dozen  miles  from  Japanese 
territory.  "Taepodong  shock"  followed  in 
1998,  when  North  Korea  lobbed  a  ballistic 
missile  over  Honshu,  the  main  Japanese 
island,  and  into  the  Pacific  Ocean.  Japan's 
politicians  were  bombarded  with  questions 
on  what  they  were  doing  about  the  North 
Korean  threat. 

The  month  after  the  9/1 1  attacks  in 
the  U.S.,  Japan's  parliament  passed  a  law 
allowing  it  to  dispatch  a  flotilla  to  the 
Indian  Ocean  to  supply  fuel  to  coalition 
forces  in  Afghanistan.  Japan  has  since  sent 
600  troops  to  Iraq  in  its  first  deployment 
to  a  war  zone  since  World  War  II. 

In  September  2002  came  "9/ 1 7,"  when 
dictator  Kim  Jong  II  conceded  North  Ko- 


rean spies  had  decades  earlier  abducted  16 
Japanese  citizens,  1 1  of  whom  remain 
hostages  today.  The  saga  received  huge 
media  play  and  for  many  Japanese  solidi- 
fied North  Korea  as  an  enemy — even  be- 
fore it  declared  itself  nuclear  armed. 

Japan  also  faces  disputes  over  islands 
to  its  north  with  Russia  and  to  its  west 
with  South  Korea.  China,  which  has  in- 
creased official  military  spending  at  dou- 
ble-digit percentage  rates  for  16  straight 
years,  is  building  massive  rigs  to  extract 
natural  gas  near  the  Senkaku  Islands  in  the 
East  China  Sea,  which  both  powers  claim. 
Bilateral  tensions  were  stoked  further  by 
Japan's  detection  of  a  Chinese  sub  in  its 
waters  last  year. 

Japanese  Prime  Minister  Junichiro 
Koizumi,  in  turn,  has  angered  the  Chinese 
and  Koreans  with  repeated  visits  to 
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Rearming  Japan 


Matinee  Maneuvers 

■  n  Japan,  a  country  with  a  strong  modern  pacifist  streak, 
I  winning  the  hearts  and  minds  of  the  citizenry  may  be  the 
I  military's  biggest  battle.  So  the  Maritime  Self-Defense  Force 
deployed  seven  destroyers  to  the  Inland  Sea  port  of  Kure  on  a 
broiling  Saturday  in  July  for  a  cruise  and  public  relations  offen- 
sive. As  the  ships  made  their  way  in  a  neat  line  out  to  sea,  trail- 
ing the  same  rayed-rising-sun  flags  once  flown  by  the  Imperial 
Navy,  an  array  of  planes,  submarines  and  hovercraft  performed 
maneuvers  for  the  3,627  passengers. 

Kure,  a  grimy  shipbuilding  town  down  the  coast  from  Hiro- 
shima, was  home  to  the  Imperial  Naval  Academy  (still  an  offi- 
cer school).  Yet  the  citizens  who  piled  onto  the  ships  that  day 
appeared  anything  but  militaristic;  they  looked  like  Japanese 
tourists. 

On  the  JDS  Kongo,  one  of  four  Aegis 
electronic  warfare  destroyers  (two  more 
are  under  construction)  that  will  be  fitted 
with  Japan's  first  antiballistic  missile 
system,  elderly  ladies  cooled  themselves 
with  paper  fans  bearing  the  ship's  name. 
Couples  snapped  photos  in  front  of  tor- 
pedo launchers.  Families  picnicked 
around  the  massive  turret  of  a  5-inch 
gun  that  fires  40  rounds  per  second. 

On  the  bridge  Commander  Kazuo 
Yukinaka  propped  a  young  girl  on  his  red 
captain's  chair.  "She  was  the  173rd  visi- 
tor, and  our  ship's  number  is  173,"  he 
later  explained  over  a  lunch  of  C  ration 
rice  and  meat. 


While  the  Self-Defense  Forces  haveJ*en  wooing  the  i 
lie  for  years,  they've  sounded  more  trumpets  recently-  The 
conduct  tours  of  the  new  fortresslike  headquarter  ;"  central 
Tokyo  and  even  helped  produce  a  movie,  Aegis  of  tin  Doomed 
Country,  in  which  a  brave  Japanese  officer  wrer  t  i  rol  of  his 
ship  back  from  enemy  agents  bent  on  wred  foi-  jo.  It  was 
released  nationally  at  the  end  of  July,  along  CD,  toys 

comics,  food  and  a  PlayStation  game.  m 

The  charm  offensive  may  be  bearing  fruit.  Public  support! 
for  amending  Japan's  constitution  for  the  first  time,  to  institu- 
tionalize the  military's  right  to  exist  has  recently  risen  to  a  ma-' 
jority.  The  movie,  however,  did  so-so  at  the  box  office. 

-N.W 


Yasukuni  Shrine,  where  war  criminals  are 
honored  alongside  common  soldiers. 
Beijing  vented  its  spleen  by  allowing  mobs 
to  ransack  Japanese  government  offices 
and  businesses  in  China  this  spring. 

With  45,000  U.S.  troops  stationed  on 
its  soil,  Japan  is  likely  to  be  dragged  into  a 
shooting  war  on  the  Korean  peninsula. 
Ditto  if  China  tries  to  take  Taiwan  by  force 
and  the  U.S.  intervenes.  "In  the  event  of 
hostilities,  we've  passed  a  law  enabling  us  to 
offer  the  U.S.  support  in  surrounding  areas 
beyond  Japanese  territory,"  says  Ohno. 

In  Tokyo,  a  city  of  12  million,  the 
Disaster  Prevention  Center  operates  a 
command  room  24  hours  a  day  and  holds 
drills  for  everything  from  smallpox  to  mis- 
sile attacks.  Japan  further  plans  to  distrib- 
ute to  each  home  in  2007  a  survival  guide 
for  missile  or  unconventional  weapons 


attacks.  "Someday  terrorists  will  attack  us," 
says  Toshiyuki  Shikata,  a  former  Self- 
Defense  Forces  general  who  works  on 
disaster  simulations  and  planning. 

When  Japan  released  a  revised 
National  Defense  Program  Outline  last 
December,  it  listed  missile  shields  as  its 
highest  military  priority,  followed  by  fend- 
ing off  commando  raids  or  invasions  of  its 
remote  islands  and  cooperation  in  inter- 
national peacekeeping.  It  also  named  spe- 
cific countries — China  and  North  Korea — 
as  primary  security  threats.  Japan  has 
meanwhile  ordered  U.S.  refueling  aircraft, 
which  will  enable  it  to  make  round-trip 
sorties  on  the  Asian  mainland.  When  the 
issue  of  launching  a  preemptive  strike  to 
thwart  a  missile  attack  came  up  in  the  Diet 
recendy,  opposition  was  muted. 


"The  Americans  aren't  going  to  sad 
fice  anything  for  Tokyo,  which  means 
need  something  more  than  their  nuclij 
umbrella,"  says  Taro  Kono,  a  lower- hoi 
representative  of  the  ruling  party. 

"The  Cold  War  hasn't  ended  in  Noij 
Asia,"  says  David  Asher,  a  public  policy  fl 
low  at  the  Woodrow  Wilson  Internatioi) 
Center  for  Scholars  and  former  Sta 
Department  adviser  on  Asia.  "We  need  ti 
Japanese  to  get  into  the  game,  and  for  th^ 
own  reasons  the  Japanese  have  decided  | 
get  into  the  game." 

Behind  the  policy  change  is  a  righ 
ward  shift  in  politics.  Japan's  two  leaj 
ing  parties  are  working  to  amend  tl 
pacifist  Article  9  of  the  constitution^ 
move  supported  by  56%  of  responden 
in  a  recent  poll.  Although  elections  aj 
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Rearming  Japan 


Japan  Weapons,  Inc. 

Few  outsiders  know  the  paroxysms  Japan  goes  through  in 
trying  to  reconcile  its  constitutional  vow  to  not  field  a 
military  with  the  reality  of  having  one  of  the  world's 
biggest  and  best-armed  forces.  Among  the  lines  it  has  drawn 
for  itself  in  the  sand:  Self-defense  is  permitted,  but  not  col- 
lective defense;  overseas  peacekeeping  is  okay,  but  not 
peacemaking.  And  weapons  exports  are  a  no-no. 

Sort  of.  Late  last  year  Japan  agreed  to  open  its  doors  a 
crack  to  send  missile  components  to  the  U.S.  as  part  of  a 
co-development  project.  While  doves  are  aflutter  with  the 
notion  that  the  military-industrial  complex  is  on  the  march, 
nobody  expects  Japan  to  become  a  major  weapons  exporter 
anytime  soon. 

"We  want  to  avoid  being  called  merchants  of  death,"  says 
Akihisa  Nagashima,  a  pro-defense  Democratic  Party  member 
of  Japan's  lower  house.  "That's  why  even  the  most  hawkish 
people  in  the  industrial  world  aren't  asking  for  a  total  repeal 
of  the  export  ban." 

They  don't  have  to.  Japan 
has  been  exporting  military 
gear  for  years,  despite  the  ban. 
How  much,  nobody  knows. 
That's  because  its  wares  are 
dual-use  inputs  rather  than 
complete  weapons.  Japan  is  a 
big  supplier  of  composite 
materials  for  commercial  and 
military  jets.  Its  synthetic  radar 
helps  spy  satellites  track  air- 
craft. With  its  95%  share  of  the 
world   market  for  gallium 


arse 


uctors,  Japan  makes 
speed  fiber-optic  telecommunication  switches  as  well  i 
the  chips  that  steer  Tomahawk  missiles.  And  U  S.  steal 
apan's  radar- 


A  whale  of  a  boat:  Japanese  sub  on  maneuvers 


scheduled  for  this  month,  the 
hawkishness  will  likely  outlast  Koizumi's 
currently  rocky  reign. 

The  real  opponents  of  Japan's  remil- 
itarization are  elsewhere  in  Asia.  Japan's 
antimissile  program  prompted  a  "fierce 
argument"  during  vice-ministerial  talks 
in  Beijing  last  year,  when  China  argued 
it  would  "alter  the  currently  stable 
strategic  environment  in  Asia  and  bring 
about  a  new  arms  race,"  the  Japanese 
press  said.  In  August  private  North  and 
South  Korean  organizations,  with  the 
tacit  support  of  their  governments, 
jointly  called  on  Japan  to  end  its  missile 
defense  program. 

Tokyo  hasn't  budged.  "Japan  had  to 
decide  between  strengthening  its  alliance 
with  the  U.S.,  going  it  alone  or  kowtowing 


aircraft  are  slathered  in  Japan's  radar-absorbi  oatinj 

That  s  according  to  Kyung-Min  Kim,  a  prr  i  of  polit- 
ical science  and  diplomacy  at  Hanyang  U*  .vi ,  in  Seou 
who  in  1992  became  the  first  foreigner  to  >tur  ie  Japan- 
ese Institute  of  Defense  Studies.  Kim  first  recognizrjj  Japan's 
big  role  in  the  weapons  business  while  digging  through  trade 
journals  and  footnotes.  His  1995  book,  Japan's  Revival  as  l 
Military  Power,  did  not  go  over  well  with  his  former  hosts. 

"Japan's  military  technology  is  like  Japanese  culture."  Kir- 
says.  "It's  very  ambiguous  "  I 

Below  the  surface  Japan  is  intent  on  keepi  ig  its  military 
industry  quietly  humming  and  able  to  turn  out  quickly  what- 
ever is  needed,  if  called  upon.  It  builds  a  submarine  a  year 
putting  the  average  age  of  Japan's  16  vessels  at  7.5  years,  ci 
a  quarter  the  U.S.  average.  It  is  launching  a  fleet  of  spy  satel- 
lites and  plans  to  test  a  rocke- 
that  can  reenter  the  atmos- 
phere—officially, for  space 
shuttle  research. 

When  asked  recently 
whether  Japan  could  go  nu- 
clear and,  if  so,  how  long  i 
would  take,  a  defense  officia 
replied  that  such  a  move  woulc 
be  constitutional  but  that  Japar 
has  no  intention  of  doing  so.  If  i 
did,  he  added,  it  would  take  I8C 
days.  -N.W.  and  KM 


to  the  Chinese,"  says  Robyn  Lim,  a  profes- 
sor of  international  relations  at  Nanzan 
University  in  Nagoya,  Japan. 

Meantime  conventional  arms  spend- 
ing— traditionally  plowed  into  tanks  and 
artillery  to  fight  off  a  land  invasion — will 
fall  11%  this  year  as  Japan  pumps  $1.2 
billion  into  missile  defense. 

It's  a  risky  investment.  Since  Ronald 
Reagan  unveiled  his  Strategic  Defense 
Initiative  in  1983,  the  U.S.  has  spent  $100 
billion  on  an  antimissile  program  that  re- 
mains plagued  with  problems.  Japan  has 
been  on  the  fringes  of  the  program  since 
at  least  1993,  when  Mitsubishi  Heavy,  Mit- 
subishi Electric,  Mitsubishi  Corp.  (the  three 
are  independent),  NEC,  Hitachi  and  Fujitsu 
participated  in  the  bilateral  Western  Pacific 


Missile  Defense  Architecture  S 
The  U.S.  program  has  been  kept 
with  backing  from  powerful  pols  su< 
Alaska's  ranking  Senator  Ted  Steve 
World  War  II  veteran  and  chairmt 
the  Senate  Defense  Appropriations 
committee.  The  program  also  receh 
boost  from  a  1999  law  calling  on  the 
to  deploy  missile  defenses  as  soon 
technologically  feasible.  Three  years 
.  President  Bush  eliminated  legal  bar 
by  opting  out  of  the  antiballistic  m 
treaty.  Still,  defending  against  missile 
feat  so  tough  the  U.S.  Missile  Def 
Agency  has  been  exempted  from  pe 
mance  hurdles  others  must  clear  to  r 
funding.  The  Government  Accountal 
Office  recently  termed  missile  defe 
"largely  unproven"  and  eight  in  ten 


158     FORBES     ■     September  19,  2005 


ii — i  li 

ii 


SHORT-TERM,  LONG-TERM, 

YOUR  TERMS. 

IN  TERMS  OF  FLEXIBILITY. 

THE  NEW  DELL 

OPTIPLEX 

HAS  YOU  COVERED. 


L33 


pentium  4 


recommends  Windows® 
Professional 


mot  be  responsible  for  errors  in  typography 
igraphy.  Dell,  the  Dell  logo  and  OptiPlex  are 
rks  of  Dell  Inc.  Intel,  Intel  Inside,  the  Intel 
go,  and  Pentium  are  trademarks  or  registered 
rks  of  Intel  Corporation  or  its  subsidiaries  in 
ed  States  and  other  countries.  Windows  is 
registered  trademark  or  trademark  of  Microsoft 
ion  in  the  United  States  and/or  other  countries, 
lell  Inc.  All  rights  reserved. 


NOW  IS  THE  TIME  TO 

invest  in  the  future  of  your  business. 
Refresh  your  company's  PCs  with 
the  new  Dell  OptiPlex  solution. 
Unprecedented  stability  and  smooth 
application  transitions.  Get  more 
from  your  desktop  investment  and 

GET  MORE  OUT  OF  NOW. 


THE  NEW  DELL"  OPTIPLEX™  GX620  FAMILY  DESKTOPS 
GIVE  YOU  THE  POWER  AND  PRODUCTIVITY  OF  INTEL® 
PENTIUM"  1  PROCESSORS  WITH  HT  TECHNOLOGY. 


For  more  about  Dell  solutions 
Click  www.dell.com/opti23 
Call  (ton free)  1.877.443.DELL 


w 


Rearming  Japan 


"repetitive  and  scripted." 

The  U.S.  is  nevertheless  committed  to 
spending  $50  billion  for  antimissile  devel- 
opment over  the  next  half-decade  and 
pressed  Japan  in  2003  to  commit  to  the 
program.  Japan  agreed  later  that  year  to 
the  controversial  steps  of  deploying  missile 
defenses  and  relaxing  its  weapons  export 
ban  to  share  technology  with  the  U.S. 

"I  think  the  Self-Defense  Forces  are 
ambivalent  about  ballistic  missile  defense," 
says  Isaku  Okabe,  a  defense  analyst  in 
Tokyo.  "It's  going  to  take  a  lot  of  man- 
power away  from  other  areas." 

Big  contractors,  by  contrast,  have  a  lot 
to  gain.  "The  Japanese  defense  industry  is 
clearly  looking  out  for  major  new  projects 
since  the  U.S.  and  Europeans  are  cheek  by 
jowl  in  [bilaterally]  developing  the  Joint 
Strike  Fighter,"  says  Richard  Samuels,  a 
Massachusetts  Institute  of  Technology 
professor  researching  this  area.  "That's  one 
reason  missile  defense  seems  so  alluring 
to  them.  It's  the  way  they  see  the  world  de- 
fense industry  going." 

Japan  aims  to  begin  deploying  its 
antimissile  system  by  2007  and  to  have  a 
fully  operational  two-tier  shield  in  place  by 
20 1 1 ,  making  it  only  the  third  country  after 
the  U.S.  and  Israel  to  have  a  missile  shield. 

With  Japan's  course  set,  a  bilateral  mil- 
itary-industrial complex  can  go  to  work. 
At  the  hub  of  a  murky  mix  of  politics  and 
money  is  Naoki  Akiyama,  head  of  Japan's 
National  Security  Research  Group  and  the 
Japan-American  Cultural  Society.  The  son 
of  a  military  officer  (he  declines  to  give  de- 
tails or  supply  a  resume),  Akiyama  says  he 
was  working  for  a  politician  20  years  ago 
and  searching  for  a  not-so-offensive 
"theme"  that  would  sell  Japan  on  a  stronger 
military.  The  Strategic  Defense  Initiative 
and  antiballistics  fit  perfectly,  he  says. 

Operating  in  the  shadow  of  Japan's 
parliament  from  an  office  that  bristles 
with  models  of  high-tech  weapons  and 
U.S.  mementos  (like  a  cloth  embroidered 
with  a  Camp  David  logo  and  a  letter  from 
Vice  President  Dick  Cheney),  Akiyama 
arranges  bilateral  symposiums  on  mili- 
tary issues,  defense-related  trips  for 
Japanese  pols  to  the  U.S.  and  expos  for 
American  and  domestic  weaponsmakers 
in  Japan.  Lockheed  Martin  built  a  full- 
scale  mock-up  of  its  PAC-3  interceptor  at 


one  such  event  in  the  Parliamentary 
Museum  last  November,  a  month  before 
Japan  relaxed  its  arms  export  ban  to  pur- 
sue its  antimissile  mission  with  the  U.S. 

Akiyama,  who  is  funded  by  Japanese 
politicians  and  U.S.  and  Japanese  defense 
contractors,  also  arranges  private  meet- 
ings between  them,  the  Japanese  trading 
companies  that  broker  U.S.  weapons  and 
defense  officials.  Asked  about  reports  that 
he  set  up  a  meeting  between  senior  mili- 
tary brass  and  Mitsubishi  Group  execu- 
tives at  a  plush  company  guesthouse, 
Akiyama  refuses  to  respond  directly. 
"Japan  offers  good  technology  and  can 
learn  from  the  U.S.,"  he  says.  "I  connect 
the  people  involved." 

Akiyama's  success  in  pushing  Star 
Wars  should  help  give  a  quick  boost  to 
U.S.  military  sales  to  Japan,  which,  at  less 
than  $500  million  a  year,  have  been  barely 
a  third  of  those  to  China  in  recent  years. 
Japan's  first  generation  of  defenses  will  in- 
volve upgrading  four  domestically  built 
Aegis  destroyers  with  Lockheed  Martin 
radar  to  track  ballistic  missiles,  as  well  as 
planes,  ships  and  subs  (two  more  are 
under  construction).  The  big  winner  will 
be  Raytheon,  which  will  supply  the  Stan- 
dard Missile-3  that  will  go  on  the  ships 
and  ground-based  radar,  worth  $1  billion 
to  $1.6  billion  in  orders  over  the  next  few 
years,  Morgan  Stanley  says.  Two  Aegis 
ships  patrolling  the  Sea  of  Japan  could  the- 
oretically defend  the  nation  from  attacks. 

"It  was  a  real  wake-up  call  for  Japan 
when  the  North  Koreans  flew  their  tae- 
podong  over,"  says  Kurt  Strauss,  a 
Raytheon  mission  capabilities  strategist. 
"Since  Japan's  an  island  nation,  putting 
SM-3s  on  ships  halfway  in  between  the 
countries,  or  even  further  forward,  is  an 
obvious  way  to  solve  the  problem." 

Japan  has  also  ordered  16  Lockheed 
Martin  ground-based  Patriot  Advance  Ca- 
pability-3  missiles  to  protect  critical  tar- 
gets and  get  a  second  shot  at  incoming 
missiles  if  the  SM-3s  miss.  Raytheon's 
SM-3  has  successfully  intercepted  five  of  six 
missiles  in  tests,  and  Lockheed  Martin's 
PAC-3  has  succeeded  in  17  out  of  19  tries. 

Still,  doubts  that  this  will  offer  much  of 
a  shield  under  real-life  conditions  lead  to 
grousing.  One  joke  is  that  BMD,  an  oft- 
quoted  acronym  for  "ballistic  missile  de- 


fense," stands  for  baka  mitai  ni  dekai,  \ 
"absurdly  huge." 

For  Japan's  big  contractors,  all  of  whi 
declined  to  comment,  missile  defen 
promises  to  be  a  lucrative  and  cozy  bui 
ness.  Since  contracts  are  on  a  cost-pl) 
basis,  profits  are  built  in.  Under  a  bilatei 
agreement  Mitsubishi  Heavy  is  the  eai 
winner.  It  already  controls  22%  of  Japai 
weapons  business  and  will  make  antimiss 
systems  under  license  from  Lockheed  Ma  ' 
tin  in  the  first  foreign  PAC-3  productia  r- 
Other  large  defense  suppliers:  Kawasa  tj; 
Heavy  Industries,  with  12%  of  defen  u 
work,  and  Mitsubishi  Electric,  with  7%.  He 

"Japanese  manufacturers  were  worn  |) 
that  the  PAC-3  would  be  100%  imported  i: 
says  Keiichi  Nagamatsu,  managing  dire  : 
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,  Japan  will  soon  join  the  U.S.  and  Israel  as  one  of  only  three 

countries  with  a  missile  shield.  It  is  also  working  on  next- 
geheration  technology  aimed  at  making  it,  and  America,  safer. 


3.  CLAMSHELL: 
Japan's  Standard 
Missile-3  nose-cone 
design  seeks  to 
improve  accuracy. 


.SECOND  SHOT: 
Patriot  Advanced 
Capability-3  missiles 
will  offer  a  backup 
if  the  SM-3s  miss. 


for  defense  production  at  the  Japan 
ness  Federation  (Keidanren).  "With- 
iour  own  R&D  and  manufacturing, 
n  won't  be  able  to  make  what  we  need 
defense." 

In  the  next  stage  Japan  and  the  U.S. 
each  invest  $600  million  to  replace  the 
•ent  13-inch-diameter  SM-3  with  a  21- 
i  version  that  can  take  down  faster  and 
»er- range  missiles  by  2010. 
Tokyo  brings  to  this  party  the  nation's 
ied  engineering  prowess.  Japanese 
tpanies  (such  as  Mitsubishi  Heavy) 
working  on  a  so-called  clamshell  nose 
e  that  is  supposed  to  increase  reliabil- 
by  opening  outside  the  atmosphere 
reducing  the  number  of  maneuvers 
aired  to  hit  an  incoming  missile.  The 


technology  is  superior  to  anything  the 
U.S.  has,  according  to  a  U.S.  government 
official  who  declined  to  be  identified. 
Japan  is  also  working  on  a  new  rocket 
engine  using  composite  materials  from 
Ishikawajima-Harima  Heavy  Industries 
and  the  first  infrared  seekers,  made  by 
Fujitsu,  that  can  see  in  two  colors  to  dis- 
tinguish decoys  from  warheads.  Japanese 
firms  are  also  working  on  a  kinetic  war- 
head that  rams  into  missiles  directly 
rather  than  exploding  nearby 

Ironically,  these  high-tech  achieve- 
ments might  be  laid  low  by  down-to-earth 
political  disputes  over  whether  Japan 
would  intercept  a  U.S. -bound  missile. 
"The  government  of  Japan  is  in  a  tremen- 
dous debate  over  this,"  says  the  U.S.  offi- 


cial. Japan  is  counting  on  the  U.S.  to  warn 
it  that  a  missile  is  on  the  way — a  trip  that 
takes  ten  minutes  or  so  from  North  Korea. 
But  the  U.S.  is  currently  delaying  data 
several  minutes,  as  it  separates  out  other 
secret  signals,  rendering  them  next  to  use- 
less. Japan,  in  turn,  has  balked  at  okaying 
more  U.S.  radar  deployments,  according 
to  defense  analyst  Okabe. 

Amid  the  standoff,  Japan  is  testing  its 
own  missile-launch-monitoring  aircraft. 
It  will  also  turn  on  a  $540  million  radar 
next  year  to  track  missile  launches.  Built 
by  Mitsubishi  Electric,  it  boasts  a  59-foot- 
diameter,  turtle-shell  shape  antenna 
dubbed  "Gamela,"  after  the  Godzilla- 
slaying  tortoise.  The  aim  is  to  limit  future 
horror  shows  to  the  silver  screen.  F 
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results  through  conservative 
management,  backed  by  a  well- 
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tionships, maintain  healthy  capital 
spending  and  make  sure  we  never 
lose  sight  of  the  fundamentals 
that  drive  the  business  -  superior 
reliability,  low  prices  and  industry- 
leading  customer  satisfaction. 
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annual  growth  in  earnings  per 
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"Buffett  got  people  excited," 
former  analyst  Julie  Cannell 
explains,  citing  the  new  crop  of 
value-investors  attracted  to  share- 
holder-owned electric  utilities  for 
the  first  time  since  the  Enron  scan- 
dal and  energy  market  crises 
pushed  these  stocks  sharply  lower 
in  2001  and  2002. 

Since  then,  stock  performance 
for  the  sector  has  been  exception- 
al. The  debt-to-capitalization  ratio 
has  improved  tremendously,  as  have  net 
income,  positive  free  cash  flow  and  general 
credit  quality.  Much  of  this  is  due  to 
reduced  dividend  tax  rates  —  which  height- 
ened the  attractiveness  of  this  dividend- 
oriented  industry —  and  the  industry's  shift 
away  from  diversified,  non-core  businesses 
and  back  to  basics. 

But  with  Buffett's  move,  Cannell  says, 
the  30-month  rise  in  utility  stock  values 
"seemed  real"  to  investors.  They  finally 
focused  seriously  on  the  industry's  growth 
potential.  Moreover,  the  expectation  that 
new  legislation  would  finally  bring  industry 
regulation  into  the  21st  century  seemed  to 
enhance  that  potential. 

By  early  August,  shortly  after  Congress 
passed  the  Energy  Policy  Act  of  2005,  these 
investors  had  bid  utility  stock  prices,  as 
measured  by  the  S&P  Utilities  Index,  to  the 
highest  levels  in  five  years.  This  pushed  the 
Utility  Index  over  165,  more  than  double  its 
mid-October  2002  low  of  82. 

Calling  the  new  legislation  the  most  sig- 
nificant change  in  federal  utility  regulation 
in  70  years,  Federal  Energy  Regulatory 
Commission  (FERC)  Chairman  Joseph 
Kelliher  said  it  is  "a  very  good  law"  that 
reflects  Congressional  desires  for  a  stronger 
energy  infrastructure. 

In  addition  to  regulatory  changes,  the 
new  law  "is  chock-filled  with  tax  incentives 
to  support  new  utility  infrastructure  invest- 
ment," wrote  Merrill  Lynch  utility  analyst 
Steve  Fleishman.  He  summarized  the  key 
ones  as: 

•  Accelerated  tax  depreciation  for  electric 
transmission  and  gas  distribution  (15 
years  compared  with  20  previously) 

•  Accelerated  depreciation  of  emissions 
control  equipment  (seven  years  com- 
pared with  20) 


FOR  THE  SECTOR 
BEEN  EXCEPTION! 

•  Two-year  extension  of  the  proc 
tax  credit  for  renewables  (valued 
cents  per  kilowatt  hour  generated 

•  Nuclear  incentives,  including  a  pro« 
tax  credit  for  new  nuclear  plants  an< 
tax  treatment  of  decommissioning 

•  Tax  deferral  on  gains  from  selling 
mission  assets  to  an  independent 
mission  organization 

•  A  20%  tax  credit  for  clean-coal  fa 

Fleishman  also  pointed  out  that  "th« 
tion  control  incentive  has  not  been  wel 
tised  and  could  help  those  with  large  ei 
mental  [capital  expenditure]  mandates. 

The  tax  changes  enhance  the  dr 
opportunities  for  investment  being 
"as  the  U.S.  economy  becomes  mo  I 
more  dependent  on  more  and  moi 
able  electric  energy,"  says  Michael  } 
chairman,  president  and  CEO  of  An 
Electric  Power  and  chairman  of 
Electric  Institute,  the  trade  associati 
shareholder-owned  companies. 

Investors  in  shareholder-owned  e 
utilities  are  hooked  —  and  they  will  i 
so.  The  need  for  expanded  infrastr 
and  the  removal  of  investment  str 
hold  the  promise  for  greater  growt 
better  stock  performance  in  the  sectoi 

Demand  Grows 

Morris  sees  those  opportunities  reflec 
for  example,  the  profit  growth  poten 
coal  and  nuclear  power  plants.  For  a  c 
now,  the  need  for  additional  generati< 
been  satisfied  by  building  natural  gas- 
power  plants  and  pressing  aging  plani 
(continued  on  pc 


A  clear  vision  and  hard  work  make  a  powerful  combination.  At 
AEP,  that  combination  makes  us  the  nation's  largest  electricity 
generator  and  one  of  the  largest  electric  utilities  in  the  U.S.  And, 
through  new  investments  to  produce  electricity  more  cleanly  and 
transmit  it  more  reliably,  we're  making  sure  the  future  is  even 
brighter  and  cleaner  for  generations  to  come.  Bringing  comfort 
to  our  customers,  supporting  business  growth  and  building  strong 
communities  are  only  some  of  the  ways  that,  AEP  is  there,  always 
working  for  you. 
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For  more  information  visit  AEP.com 
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Constellation  Energy 

The  Competitive  Leader 


Constellation  Energy  built  a  unique  and 
award-winning  competitive  energy  business 
during  one  of  the  most  troubled  and  turbulent 
periods  in  the  energy  industry.  The  company's  contrarian 
strategy,  introduced  in  late  2001,  embraced  open  and 
vibrant  competition  at  a  time  when  many  utilities  were 
retreating  to  a  low-growth,  regulated  business  model. 
Constellation  Energy  has  since  nearly  tripled  its  annual 
revenues,  and  its  customer-centric  culture  has  the 
company  poised  for  continued  growth  and  profitability 
in  the  years  ahead. 

The  onetime  mid-Atlantic  utility  still  owns  and  operates 
the  Baltimore  Gas  and  Electric  Company  in  central 
Maryland,  but  in  three  years  Constellation  Energy  has 
blossomed  into  the  North  American  leader  in  retail  and 
wholesale  competitive  markets.  The  company's  retail 
power  and  natural  gas  business,  Constellation 
NewEnergy,  serves  many  of  North  America's  leading 
companies,  has  offices  throughout  North  America,  and 
operates  in  22  states  and  three  Canadian  provinces. 

Constellation  Energy  is  one  of  the  nation's  most  vocal 
and  visible  advocates  for  competitive  energy  markets. 
Competition  lowers  prices  and  has  greatly  improved 
operational  efficiency  in  an  industry  that  historically 
was  slow  to  innovate.  Customers,  from  the  largest 
commercial  power  users  to  homeowners,  have  emerged 
as  the  big  winners  in  competitive  energy  markets. 
A  recently  released  study  by  Global  Energy  Decisions 
found  that  in  wholesale  markets  alone,  competition 
produced  at  least  $15.1  billion  in  customer  savings 
from  1999  to  2003. 


"One  of  the  most  overlooked  advantages  of  compe 
markets  is  the  transfer  of  risk  away  from  rate  payee 
investor-owned  companies,"  says  Mayo  A.  Shattuc 
chairman,  president  and  CEO  of  Constellation  En 

Constellation  Energy's  power  generation  fleet  span 
nation  and  includes  a  variety  of  fuel  sources.  The 
company  owns  five  nuclear  units  at  sites  in  southei 
Maryland  and  upstate  New  York  and  is  recognized 
premier  nuclear  operator.  Constellation  Energy  is 
committed  to  nuclear  power  and  playing  a  leaders!" 
role  in  the  design  of  next-generation  nuclear  techn 

"There's  a  growing  consensus  that  nuclear  power  is 
secure  and  essential  to  meeting  the  country's  expan 
energy  needs,"  says  Michael  J.  Wallace,  president  oi 
Constellation  Energy  Generation  Group. 

The  company's  success  has  led  to  a  number  of  indi 
awards,  including  recognition  as  Platts'  2004  Ener^ 
Company  of  the  Year  and  a  2005  Edison  Award,  tf 
industry's  highest  honor,  from  the  Edison  Electric 
Institute.  Since  2002,  the  company's  stock  (NYSE: 
CEG)  has  risen  an  average  29%. 

Constellation  Energy  continues  to  set  the  pace  in  tl 
competitive  electricity  sector  and  is  expanding  its 
successful  power  model  to  natural  gas  and  coal  mar 
Competition  is  transforming  the  industry  for  the  b 
and  Constellation  Energy  is  committed  to  leading  thi 


Constellation  Energy 


The  way  energy  works. 


constellation.com 


nergy  is  a  very  real  thing,  created  by  real  people  focused  on  the  needs  of  real  businesses, 
nd  that's  why  choosing  Constellation  as  your  energy  partner  can  give  you  a  real  advantage 
/e  offer  the  experience,  the  knowledge  and  the  vision  necessary  to  provide  tangible  results. 
d  learn  more,  visit  constellation.com. 
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American  Electric  Power  (AEP), 
based  in  Columbus,  Ohio,  is  one 
of  the  largest  electric  utilities  in 
the  United  States  with  more  than 
5  million  customers  in  11  states. 
AEP  is  also  the  largest  generator 
of  electricity  in  the  U.S. 

AEP  has  long  been  an  industry 
leader,  completing  the  nation's 
first  major  mine-mouth  power 
plant  in  1917,  the  first  long- 
distance high-voltage  transmis- 
sion line,  the  first  generating  unit 
to  operate  with  steam  above  the 
supercritical-pressure  level  and 
developing  the  world's  largest 
coal-fired  generating  units. 

AEP  is  leading  again  through 
its  commitment  to  build  the 
first  large-scale  Integrated 
Gasification  Combined  Cycle 
(IGCC)  clean-coal  plant  in  the 
United  States.  This  plant  will  cul- 
minate more  than  a  decade  of 
working  to  bring  clean-coal  gen- 
eration to  commercial  viability 
while  keeping  coal  as  a  vital  ener- 
gy option  by  improving  its  envi- 
ronmental performance. 

AEP  assures  continued  value  for 
its  shareholders  by  focusing  on 
our  mission  of  bringing  comfort 
to  our  customers,  supporting 
business  and  commerce,  and 
building  strong  communities. 

For  more  information  about 
AEP  visit  www.AEP.com. 
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(continued  from  page  3) 
service.  While  these  plants  and  existing 
transmission  infrastructure  got  the  industry 
through  the  summer's  heat  waves  and  deliv- 
ered record  supplies  of  electricity,  the  rising 
cost  of  gas  made  this  an  expensive  effort, 
Morris  explains. 

Added  to  this  summer's  heat  stress  have 
heen  the  larger  demands  of  a  growing  econo- 
my —  and  that  growth  is  expected  to  con- 
tinue. The  U.S.  Energy  Information  Agency 
(EIA)  projects  that,  by  2025,  electricity 
demand  will  increase  nearly  50%  over  2002's 
demand,  to  5.47  trillion  kilowatt  hours.  The 
agency  expects  the  growth  to  be  particularly 
strong  in  the  commercial  sector,  where  it  will 
average  2.4%  per  year  as  rapid  additions  to 
commercial  floor  space,  the  continuing  pene- 
tration of  new  telecommunications  technolo- 
gies and  medical  imaging  equipment  and 
increased  use  of  office  equipment  overwhelm 
the  expected  efficiency  gains  for  electric 
equipment  in  the  sector. 

EIA  sees  more  moderate  electricity  demand 
growth  in  the  industrial  and  residential  sectors, 
projecting  averages  of  1 .3%  per  year  and  1 .6% 
per  year,  respectively,  as  they  too  reflect  the 
greater  use  of  computers,  printers  and  other 
electrotechnologies,  large  and  small. 

Building  Value  in  the 
Rate  Base 

According  to  Cannell  (now  a  consultant 
specializing  in  electric  utilities  who  often 


testifies  in  state  utility  regulatory  pj 
ings),  state  commissions  have  also  rectj 
the  need  for  electric  company  invea 
triggered  by  this  growth  —  invea 
which  some  have  estimated  will  reach 
billion  by  2030. 

Describing  most  recent  rate  decisi 
these  bodies  as  constructive,  she  ol 
that  regulators  have  a  "growing  aware; 
the  need  to  have  financially  viable 
companies.  While  the  returns  thai) 
commissions  have  allowed  regulated  u 
have  been  reduced  as  interest  rates  de) 
in  recent  years,  the  amounts  are  "still 
she  says. 

These  returns  reflect  the  profit  pol 
of  investments  in  regulated  activities! 
utility's  rate  base.  As  commissions 
spending  on  new  power  plants,  en 
mental  controls  for  older  plants,  trail 
sion  upgrades  and  other  necessary  effa 
meet  growing  demand,  the  approved 
ing  becomes  an  investment  that  expano 
utility's  rate  base. 

With  a  larger  base,  the  company 
opportunity  to  show  earnings  grc 
which  Cannell  describes  as  the  "val 
investors  really  look  at"  in  their  searc 
new  investments. 

The  value  of  this  growth  may  be  sul 
ing.  In  a  research  comment  written 
Congress  completed  work  on  this 
energy  legislation,  Harris  Nesbitt  e. 
utilities  analvst  Michael  Worms  cited 


h 


1, 
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^liability  mandates  and  production 
res  and  said  that  "we  look  for  even 
infrastructure  expansion"  than  the 
power  industry  has  been  discussing 
cent  growth  predictions. 

trth  Through  Mergers 

the  potential  for  profit  growth,  the 
rgy  law  removes  several  obstacles  to 
mergers  and  also  dangles  the  possibil- 
gher  stock  values  as  non-utility  com- 
—  from  private  equity  funds  to  large 
acturing  companies  to  investment 
-  get  the  chance  to  buy  electric  and 
panies.  Such  purchases  had  been 
i  since  the  Depression  by  the  Public 
Holding  Company  Act  (PUHCA), 
was  repealed  by  the  new  energy  law. 
vever,  such  investments  will  not  be 
;itic,  Worms  pointed  out,  explaining  the 
rid  federal  regulatory  process  "remains 
which  could  be  viewed  as  a  consider- 
rdle"  to  mergers  and  acquisitions, 
rill  Lynchs  Fleishman  also  cites  the 
of  state  regulation  and  the  enhanced 
r   oversight   granted   the  Federal 
/  Regulatory  Commission  by  the  new 
law.  But  he  believes  that  "PUHCA 
combined  with  consolidation  trends 
non-regulated  power  business  could 
iidditional  utility  M&A  activity."  He 
I  "Nevertheless,  this  is  not  exactly  a 
f  of  Glass  Steagall,"  referring  to  the 
fe  in  Depression-era  banking  laws 
purred  tremendous  consolidation  in 
nancial  industry  a  few  years  ago. 
aining  FERC  and  state  regulatory 
|;les  still  make  utility  M&A  a  difficult 
Is,"  the  analyst  explains. 
|e  nontraditional  players  have  attract- 
:  attention  of  Ken  Hurwitz,  a  partner 
aynes  and  Boone's  energy  practice, 
ees  "financial  institutions  coming  into 
itility]  sector."  His  views  were  echoed 
iRC's  Kelliher,  who  told  reporters  that 
es  "might  see  more  financial  industry" 
:st,  adding,  "I  think  this  is  a  good 
L  especially  for  a  capital-intensive 
try"  like  utilities. 

le  commission  is  "optimistic  that 
CA  repeal  will  bring  sorely  needed 
avenues  of  capital  investment  into  the 
electricity  sector,  particularly  for  the 
mission  grid,  where  investment  has 


been  lagging  growth  for  years,"  Kelliher's 
prepared  remarks  explained. 

Hurwitz  expects  the  nontraditional  inter- 
est to  come  from  someone  who  has  already 
developed  a  skill  set  related  to  utilities.  As  an 
example,  he  cited  the  investments  GE  has 
already  made  in  the  gas  industry.  Beyond  the 
new  investments,  he  expects  the  U.S.  to 
"wind  up  with  a  smaller  number  of  utilities." 

EEI's  Morris  believes  PUHCA's  repeal 
"will  add  to  the  asset  acquisition  game"  by 
lowering  "the  barriers  to  non-utilities  or 
international  companies." 

As  a  result,  he  expects  others  "who  think 
like  BufTett"  will  be  making  utility  invest- 
ments, which  means  "capital  will  flow  into 
this  business  —  as  it  needs  to." 
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Constellation  Energy  is  the 
leader  in  the  competitive  energy 
industry.  The  company's  strate- 
gic vision  combines  a  broad 
and  diverse  power  generation 
fleet  with  world-class  risk 
management  and  commodities 
capabilities. 

The  combination  has  been 
exceptionally  successful,  con- 
verting this  once  regional  utility 
into  a  $12.5  billion  energy  indus- 
try leader.  Constellation  Energy 
now  holds  the  number-one 
North  American  market  share 
position  in  wholesale  and  retail 
competitive  power  supply. 

The  company  owns  and  oper- 
ates more  than  100  generating 
units  throughout  the  United 
States,  totaling  12,000  mega- 
watts of  capacity,  and  is  a  lead- 
ing nuclear  plant  operator. 
Constellation  Energy  delivers 
electricity  to  1.2  million  cus- 
tomers and  natural  gas  to 
620,000  customers  in  Maryland 
through  the  Baltimore  Gas  and 
Electric  Company. 

Constellation  Energy's  bold 
strategy  and  consistent  execu- 
tion continues  to  be  rewarded 
by  Wall  Street,  where  the  com- 
pany's shares  (NYSE:CEG)  have 
risen  more  than  130%  since  2001 
and  significantly  outperformed 
the  Dow  Jones  Utility  Index  and 
the  S&P  500. 

www.constellation.com 
Constellation  Energy 

The  way  energy  works.- 


AMERICA'S  ELECTRIC  COMPANIES 
ARE  LIGHTING  THE  WAY. 


Innovation  in  America's  economy  is  illuminated  by  electricity.  And  electricity  will  continue  to  power  Amer| 
growth  for  years  to  come.  In  fact,  by  2025,  electricity  demand  is  expected  to  grow  by  50%. 

Shareholder-owned  electric  companies  are  doing  their  part  to  help  expand  the  economy.  Our  power  pl:l 
transmission  lines  and  distribution  systems  bring  energy  to  America's  homes  and  businesses,  and  at  the  same  t| 
new  technologies  are  helping  us  make  the  air  cleaner. 


As  an  industry,  we  are  committed  to  innovation,  serving  the  public  interest  and  maximizing  shareholder  wej 
We  believe  in  the  future  of  America,  and  the  future  of  America's  electric  power  industry. 


America's  Shareholder-Owned  Electric  Companies 


Real  Assets.  Real  Service.  Real  Growth. 
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Edison  Electric  t°  learn  more,  visit  Edison  electric  institute's 
Institute  web  site  at  www.eei.org.  ©2005 
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he  Avengers 

m  authorities  shrugged  at  a  $100  million 
Ibtment  scam,  angry  backers  turned  into 
lishoe  vigilantes  |  By  Dirk  Smillie 


ON  AN  ARID,  SUN-DRENC1  I  ED  DAY  IN 
Las  Vegas  in  November  2000  Dennis 
D.  Cope  called  a  secret  meeting  of  his 
disciples — a  hundred  clients  of  his 
popular  investment  firm,  the  Millen- 
nium Group.  They  had  been  told  to 
dial  a  cell  phone  number  at  noon  to 
learn  where  to  show  up:  a  drab  con- 
ference room  at  the  Golden  Nugget. 

The  investors  had  handed  over 
millions  of  dollars  for  Cope  and  a 
partner  to  invest  in  an  array  of  highly 
secretive  and  startlingly  lucrative 
deals.  They  had  been  receiving  glow- 
ing monthly  statements  showing  re- 
turns of  up  to  30%  a  year.  Now  Cope, 
a  blue-eyed  former  Mormon  mis- 
sionary who  is  charismatic,  square 
jawed  and  almost  6  feet  tali,  had  new 
advice:  They  should  roll  their  invest- 
ments into  a  new  deal,  a  $20  billion 
oil  and  gas  venture  in  Mexico  that 
would  make  them  staggeringly  rich. 

So  they  did.  The  oil-gas  play  was 
the  brainchild  of  Cope's  partner,  Edgar 
M.  Bias,  the  300-pound  chairman  of 
an  outfit  called  FIIK  Investment  & 
Holdings.  Only  one  dubious  follower 
had  the  moxie  to  stand  up  at  the  meet- 
ing and  challenge  Cope  directly:  "Is 
this  a  scam?"  he  demanded.  Cope 
calmly  returned  serve:  "No.  If  it  were, 
I'd  be  in  jail.  Do  you  want  your  money 
back?"  The  dissenter  sat  down. 

What  the  clients  didn't  know  was 
that  virtually  none  of  them  had  re- 
ceived promised  quarterly  payments. 
And  Bias,  two  years  earlier,  had  fin- 
ished serving  18  months  for  money 
laundering.  He  had  brazenly  named 
his  firm  as  a  private  joke.  By  all  ac- 
counts, FIIK  stood  for  "F-k  If  I  Know." 

Five  years  later  Cope  and  Bias  have 
been  indicted  on  32  counts  of  securi- 


Growing  doubts:  investor  Claudia  Nelson. 
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ties  fraud  and  face  trial  next  month  in  Arizona.  Bias  is  in  prison  in 
Florence,  Ariz.  Cope  awaits  trial  in  Rockerville,  S.D.  Federal  offi- 
cials, targeting  the  clearest-cut  cases,  allege  the  duo  raised  $18  mil- 
lion from  1 1  people,  never  investing  it  and  returning  to  them  $8 
million  from  new  investors  to  "lull"  them  into  inaction.  Neither 
has  entered  a  plea;  their  attorneys  refuse  to  comment. 

By  some  estimates  the  pair  took  more  than  $100  million  from 
550  investors  who  were  too  eager  and  too  credulous.  "I  was  greedy 
and  gullible,"  says  Claudia  Nelson,  66,  a  retired  real  estate  agent  in 
Boise,  Idaho.  She  had  invested  $100,000  in  Millennium's  "high 
yield"  private  placement  in  2000. 


more 


That  the  case  against  Cope  and  Bias  exists  at  all  owes  largely 
to  her  efforts.  When  it  became  clear  she'd  been  ripped  off,  she 
organized  an  investor  revolt,  allied  with  disgruntled  castoffs 
from  the  men's  inner  circle  and  gathered  evidence  to  prod  law 
enforcement  to  act.  The  pair  was  indicted  by  a  federal  grand  jury 
in  Arizona  in  March  and  arrested  a  week  later.  Both  men  also 
face  investor  suits  in  California  and  Utah,  and  Bias  has  received 
cease-and-desist  orders  in  Michigan,  Washington  and  Okla- 
homa. (One  of  Cope's  "brokers,"  Julie  Ann 
Coble,  was  charged  in  April  with  18  counts 
of  securities  fraud  in  an  Indiana  circuit 
court.) 

Their  list  of  alleged  victims  is  impressive 
for  its  breadth,  from  cattle  ranchers  and 
retired  insurance  salesmen  to  professional 
athletes.  Cope  started  out  recruiting  mainly 
from  Mormon  senior  citizens  groups.  His  early  investors  con- 
vinced friends  and  acquaintances  to  invest  and  were  paid  a  fee 
equal  to  10%  of  the  new  deposits. 

Cope  reeled  in  extra  cash  through  an  auto  club,  life  insurance 
sales  and  discount  travel  plans,  says  Roger  Conrad,  a  Provo,  Utah 
real  estate  developer  who  invested  $1  million.  "Cope  wasn't  con- 
tent to  take  your  pocket  change.  He  wanted  it  all,"  he  says.  Dean 
Browning  Webb  of  Vancouver,  Wash.,  who  has  filed  a  racketeering 
suit  against  a  former  Wells  Fargo  banker  linked  to  the  pair,  adds: 
"Cope  and  Bias  were  running  an  affinity  fraud,  Ponzi  scheme  and 
multilevel  marketing  scam — all  rolled  into  one." 

Claudia  Nelson,  who  was  raised  a  Mormon,  had  attended  the 
secret  meeting  in  Las  Vegas.  She  recalls  being  shocked  that  anyone 
would  dare  doubt  Cope.  He  was  dramatically  cryptic  about  how  he 
produced  such  spectacular  results  at  a  time  when  the  stock  market 


had  gone  to  hell.  His  secrecy  "was  like  an  aphrodisiac,"  s 
now;  it  was  as  if  his  clients  were  getting  in  on  something  si 
The  fact  that  Cope,  too,  was  a  Mormon  was  a  plus,  she  says, 
like  we  were  one  step  away  from  God." 

As  the  months  went  by,  Nelson  got  statements  showii 
nest  egg  getting  bigger — but  without  ever  getting  the  qu 
profit  checks  that  had  been  promised.  Cope  variously  blam 
lapse  on  bank  errors,  regulatory  red  tape  and  "unexpected 
on  profits"  from  the  secret  deals  he  did.  Then  Nelson  discc 
that  no  one  else  she  talked  to  had  gotten  a  payout  either.  Wh 
suggested  to  Cope,  in  an  e-mail,  that  it  was  "time  to  get  sorru 
from  upstairs"  and  offered  to  orga 
prayer  group,  he  declined.  "That's  w 
really  began  to  lose  faith.  A  good  Mo 
would  never  turn  that  offer  down,"  sh 
Nelson  complained  to  the  Arizon 
attorney  general's  office  but  got  nowhe 
she  took  the  lead — after  a  lucky 
Cope's  son-in-law  mistakenly  sent 
e-mail  listing  every  group  member,  ar 
began  contacting  some  of  them.  Thus 
four  years  of  "documenting  deception 
says.  She  and  other  Millennium  mer 
shoveled  signed  contracts,  internal  m 
and  corporate  credit  card  records  to  FBI  agents,  prosecutors 
rities  &  Exchange  Commission  investigators  and  the  IRS 

Gradually  a  detailed  picture  of  the  alleged  scam  emerged 
and  Bias  are  believed  to  have  met  in  January  2000  when  they 
were  pitching  to  the  same  investor.  Bias,  after  his  release 
prison,  had  formed  a  five-state  network  of  salesmen  to 
investors  to  fund  restaurant  REITs  managed  by  the  shell  con 
he  had  created — FIIK.  He  also  controlled  Richmond  Ener 

By  some  estimates  the  pair  took 

than  $100  million 

from  550  members.  


Houston,  which  owned  a  chain  of  Mexican  restaurants.  A  bus 
plan  for  investors  in  2000  shows  Richmond  switching  focus 
refried  beans  to  a  $20  billion  U.S.-Mexico  energy  deal  to  tap 
lion  cubic  feet  of  natural  gas  under  the  Sea  of  Cortez. 

Cope,  meanwhile,  told  folks  he  had  made  a  fortune  flip 
golf  courses  in  Georgia.  People  had  to  pay  $1,200  a  year  to  be 
to  his  Millennium  Group,  and  Cope  mesmerized  them 
quotes  from  Confucius  and  Dale  Carnegie.  On  his  Web  site, 
defunct,  Cope  cited  a  bizarre  source  of  income:  the  sale  of  rr 
level  marketing  rights  to  a  bioengineered  bottled  water  said  to 
drinkers'  electromagnetic  auras. 

Weird  as  it  was,  he  had  legions  of  investors  eager  to  take 
Todd  Crosland,  a  developer  in  Salt  Lake  City,  invested  $1.6  mi 
and  was  told  he  could  triple  his  money  on  Cope's  trades  of 
ernment  securities,  he  says.  Baltimore  Orioles  slugger  (and  alii 
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1.2  AND  3  MG  TABLETS 


Please  read  this  summary  of  information  about  LUNESTA 
before  you  talk  to  your  doctor  or  start  using  LUNESTA.  It  is 
not  meant  to  take  the  place  of  your  doctor's  instructions.  If 
you  have  any  questions  about  LUNESTA  tablets,  be  sure  to 
ask  your  doctor  or  pharmacist. 

LUNESTA  is  used  to  treat  different  types  of  sleep  problems, 
such  as  difficulty  in  falling  asleep,  difficulty  in  maintaining 
sleep  during  the  night,  and  waking  up  too  early  in  the  morning. 
Most  people  with  insomnia  have  more  than  one  of  these 
problems.  You  should  take  LUNESTA  immediately  before 
going  to  bed  because  of  the  risk  of  falling. 

LUNESTA  belongs  to  a  group  of  medicines  known  as  "hypnotics" 
or,  simply,  sleep  medicines.  There  are  many  different  sleep 
medicines  available  to  help  people  sleep  better.  Insomnia  is 
often  transient  and  intermittent  It  usually  requires  treatment 
for  only  a  short  time,  usually  7  to  10  days  up  to  2  weeks  If  your 
insomnia  does  not  improve  after  7  to  10  days  of  treatment, 
see  your  doctor,  because  it  may  be  a  sign  of  an  underlying 
condition.  Some  people  have  chronic  sleep  problems  that 
may  require  more  prolonged  use  of  sleep  medicine. 
However,  you  should  not  use  these  medicines  for  long  periods 
without  talking  with  your  doctor  about  the  risks  and  benefits 
of  prolonged  use. 

Side  Effects 

All  medicines  have  side  effects.  The  most  common  side 
effects  of  sleep  medicines  are: 

•  Drowsiness 

•  Dizziness 

•  Lightheadedness 

•  Difficulty  with  coordination 

Sleep  medicines  can  make  you  sleepy  during  the  day.  How 
drowsy  you  feel  depends  upon  how  your  body  reacts  to  the 
medicine,  which  sleep  medicine  you  are  taking,  and  how 
large  a  dose  your  doctor  has  prescribed.  Daytime  drowsiness 
is  best  avoided  by  taking  the  lowest  dose  possible  that  will 
still  help  you  sleep  at  night  Your  doctor  will  work  with  you 
to  find  the  dose  of  LUNESTA  that  is  best  for  you.  Some 
people  taking  LUNESTA  have  reported  next-day  sleepiness 

To  manage  these  side  effects  while  you  are  taking  this  medicine: 

•  When  you  first  start  taking  LUNESTA  or  any  other 
sleep  medicine,  until  you  know  whether  the  medicine 
will  still  have  some  effect  on  you  the  next  day.  use 
extreme  care  while  doing  anything  that  requires 
complete  alertness,  such  as  driving  a  car,  operating 
machinery,  or  piloting  an  aircraft. 

•  Do  not  drink  alcohol  when  you  are  taking  LUNESTA  or 
any  sleep  medicine.  Alcohol  can  increase  the  side 
effects  of  LUNESTA  or  any  other  sleep  medicine. 

•  Do  not  take  any  other  medicines  without  asking  your 
doctor  first.  This  includes  medicines  you  can  buy 
without  a  prescription.  Some  medicines  can  cause 
drowsiness  and  are  best  avoided  while  taking  LUNESTA. 

•  Always  take  the  exact  dose  of  LUNESTA  prescribed  by 
your  doctor  Never  change  your  dose  without  talking 
to  your  doctor  first. 

Special  Concerns 

There  are  some  special  problems  that  may  occur  while  taking 
sleep  medicines. 

Memory  Problems 

Sleep  medicines  may  cause  a  speciai  type  of  memory  loss  or 
"amnesia."  When  this  occurs,  a  person  may  not  remember 
what  has  happened  for  several  hours  after  taking  the  medicine. 
This  is  usually  not  a  problem  since  most  people  fall  asleep 
after  taking  the  medicine.  Memory  loss  can  be  a  problem, 
however,  when  sleep  medicines  are  taken  while  traveling,  such 
as  during  an  airplane  flight  and  the  person  wakes  up  before 
the  effect  of  the  medicine  is  gone.  This  has  been  called 
"traveler's  amnesia."  Memory  problems  have  been 
reported  rarely  by  patients  taking  LUNESTA  in  clinical 
studies.  In  most  cases,  memory  problems  can  be  avoided  if 


you  take  LUNESTA  only  when  you  are  able  to  get  a  full  night 
of  sleep  before  you  need  to  be  active  again  Be  sure  to  talk 
to  your  doctor  if  you  think  you  are  having  memory  problems 

Tolerance 

When  sleep  medicines  are  used  every  night  for  more  than  a 
few  weeks,  they  may  lose  their  effectiveness  in  helping  you 
sleep.  This  is  known  as  "tolerance "  Development  of  tolerance 
to  LUNESTA  was  not  observed  in  a  clinical  study  of 
6  months'  duration  Insomnia  is  often  transient  and 
intermittent,  and  prolonged  use  of  sleep  medicines  is  generally 
not  necessary.  Some  people,  though,  have  chronic  sleep 
problems  that  may  require  more  prolonged  use  of  sleep 
medicine  If  your  sleep  problems  continue,  consult  your  doctor, 
who  will  determine  whether  other  measures  are  needed  to 
overcome  your  sleep  problems. 

Dependence 

Sleep  medicines  can  cause  dependence  in  some  people, 
especially  when  these  medicines  are  used  regularly  for 
longer  than  a  few  weeks  or  at  high  doses  Dependence  is 
the  need  to  continue  taking  a  medicine  because  stopping  it 
is  unpleasant. 

When  people  develop  dependence,  stopping  the  medicine 
suddenly  may  cause  unpleasant  symptoms  (see  Withdrawal 
below).  They  may  find  they  have  to  keep  taking  the  medicine 
either  at  the  prescribed  dose  or  at  increasing  doses  just  to 
avoid  withdrawal  symptoms. 

All  people  taking  sleep  medicines  have  some  risk  of  becoming 
dependent  on  the  medicine.  However,  people  who  have  been 
dependent  on  alcohol  or  other  drugs  in  the  past  may  have  a 
nigher  chance  of  becoming  addicted  to  sleep  medicines.  This 
possibility  must  be  considered  before  using  these  medicines 
for  more  than  a  few  weeks.  If  you  have  been  addicted  to 
alcohol  or  drugs  in  the  past,  it  is  important  to  tell  your 
doctor  before  starting  LUNESTA  or  any  sleep  medicine. 

Withdrawal 

Withdrawal  symptoms  may  occur  when  sleep  medicines  are 
stopped  suddenly  after  being  used  daily  for  a  long  time.  In 
some  cases,  these  symptoms  can  occur  even  if  the  medicine  has 
been  used  for  only  a  week  or  two.  In  mild  cases,  withdrawal 
symptoms  may  include  unpleasant  feelings.  In  more  severe 
cases,  abdominal  and  muscle  cramps,  vomiting,  sweating, 
shakiness,  and.  rarely,  seizures  may  occur.  These  more 
severe  withdrawal  symptoms  are  very  uncommon.  Although 
withdrawal  symptoms  have  not  been  observed  in  the 
relatively  limited  controlled  trials  experience  with  LUNESTA, 
there  is.  nevertheless,  the  risk  of  such  events  in  association 
with  the  use  of  any  sleep  medicine. 

Another  problem  that  may  occur  when  sleep  medicines  are 
stopped  is  known  as  "rebound  insomnia."  This  means  that  a 
person  may  have  more  trouble  sleeping  the  first  few  nights 
after  the  medicine  is  stopped  than  before  starting  the  medicine. 
If  you  should  experience  rebound  insomnia,  do  not  get 
discouraged.  This  problem  usually  goes  away  on  its  own 
after  1  or  2  nights. 

If  you  have  been  taking  LUNESTA  or  any  other  sleep  medicine 
for  more  than  1  or  2  weeks,  do  not  stop  taking  it  on  your 
own.  Always  follow  your  doctor's  directions. 

Changes  In  Behavior  And  Thinking 

Some  people  using  sleep  medicines  have  experienced 
unusual  changes  in  their  thinking  and/or  behavior.  These 
effects  are  not  common  However,  they  have  included: 

•  More  outgoing  or  aggressive  behavior  than  normal 

•  Confusion 

•  Strange  behavior 

•  Agitation 

•  Hallucinations 

•  Worsening  of  depression 

•  Suicidal  thoughts 

How  often  these  effects  occur  depends  on  several  factors, 
such  as  a  person's  general  health,  the  use  of  other  medicines, 
and  which  sleep  medicine  is  being  used.  Clinical  experience 
with  LUNESTA  suggests  that  it  is  rarely  associated  with 
these  behavior  changes. 

It  is  also  important  to  realize  it  is  rarely  clear  whether  these 
behavior  changes  are  caused  by  the  medicine,  are  caused  by 
an  illness,  or  have  occurred  on  their  own.  In  fact,  sleep  problems 
that  do  not  improve  may  be  due  to  illnesses  that  were  present 
before  the  medicine  was  used.  If  you  or  your  family  notice 


any  changes  in  your  behavior,  or  if  you  have  any) 
disturbing  thoughts,  call  your  doctor  immediatehj 

Pregnancy  And  Breastfeeding 

Sleep  medicines  may  cause  sedation  or  othej 
effects  in  the  unborn  baby  when  used  during  the 
of  pregnancy  Be  sure  to  tell  your  doctor  if  you  art 
if  you  are  planning  to  become  pregnant,  or  if 
pregnant  while  taking  LUNESTA 

In  addition,  a  very  small  amount  of  LUNESTA  may] 
in  breast  milk  after  use  of  the  medication  The  eff< 
small  amounts  of  LUNESTA  on  an  infant  are  (1  p 
therefore,  as  with  all  other  prescription  sleep  med 
recommended  that  you  not  take  LUNESTA  if  you 
feeding  a  baby 

Safe  Use  01  Sleep  Medicines 

To  ensure  the  safe  and  effective  use  of  LUNESTA  a 
sleep  medicine,  you  should  observe  the  followini 

1  LUNESTA  is  a  prescription  medicine  and 
used  ONLY  as  directed  by  your  doctor.  F 
doctor's  instructions  about  how  to  take,  wl 
and  how  long  to  take  LUNESTA 

2.  Never  use  LUNESTA  or  any  other  sleep  m 
longer  than  directed  by  your  doctor. 

3  If  you  notice  any  unusual  and/or  disturbin 
or  behavior  during  treatment  v/ith  LUNE3 
other  sleep  medicine,  contact  your  doctor. 

4.  Tell  your  doctor  about  any  medicines  yd 
taking,  including  medicines  you  may  buy 
prescription  and  herbal  preparations  You  9 
tell  your  doctor  if  you  drink  alcohol  DO  NOT 
while  taking  LUNESTA  or  any  other  sleep  m 

5.  Do  not  take  LUNESTA  unless  you  are  able 
more  hours  of  sleep  before  you  must  be  ac 

6.  Do  not  increase  the  prescribed  dose  of  LL 
any  other  sleep  medicine  unless  instructs 
doctor 

7.  When  you  first  start  taking  LUNESTA  or 
sleep  medicine,  until  you  know  whether  the 
will  still  have  some  effect  on  you  the  nex 
extreme  care  while  doing  anything  tha' 
complete  alertness,  such  as  driving  a  car, 
machinery,  or  piloting  an  aircraft. 

8.  Be  aware  that  you  may  have  more  sleeping] 
the  first  night  or  two  after  stopping  any  sleep 

9  Be  sure  to  tell  your  doctor  if  you  are  pi 
you  are  planning  to  become  pregnant,  if  ya 
pregnant,  or  if  you  are  breastfeeding  a 
taking  LUNESTA 

10.  As  with  all  prescription  medicines,  r 
LUNESTA  or  any  other  sleep  medicine  wr 
else.  Always  store  LUNESTA  or  any  other  sleei 
in  the  original  container  and  out  of  reach  ol 

11.  Be  sure  to  tell  your  doctor  if  you  suffer  from 
12  LUNESTA  works  very  quickly.  You  should 

LUNESTA  immediately  before  going  to  bed 

13.  For  LUNESTA  to  work  best,  you  should  not 
or  immediately  after  a  high-fat.  heavy  meal 

14.  Some  people,  such  as  older  adults  (i.e.,  ag 
over)  and  people  v/ith  liver  disease,  should 
the  lower  dose  (1  mg)  of  LUNESTA  Your 
choose  to  start  therapy  at  2  mg  In  genei 
under  age  65  should  be  treated  with  2  or 

15.  Each  tablet  is  a  single  dose:  do  not  crush 
the  tablet. 

Note:  This  summary  provides  important  informat 
LUNESTA.  If  you  would  like  more  information, 
doctor  or  pharmacist  to  let  you  read  the 
Information  and  then  discuss  it  with  him  or  her. 

Rx  only 
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investor  Payback 


d  taker)  Rafael  Palmeiro  and  all-star  Detroit  Tigers  catcher 
Pudge)  Rodriguez  together  invested  $1  million  in  high-yield 
e  placement  contracts  offered  by  Bias.  Former  defensive  line- 
vleil  Smith  of  the  Denver  Broncos  gave  Bias  $1  million.  None 
m  received  a  dime  in  returns,  they  claim, 
ope  even  charmed  the  leader  of  his  own  parish,  Mormon 
h  President  Gordon  Hinckley.  The  publicity-shy  Hinckley 
d  to  pose  for  a  photo  with  Cope  after  Cope  pledged  $5  million 
hurch  preservation  project.  Cope  ran  the  photo  in  the  Mil- 
am newsletter  and  urged  investors  to  send  him  contributions 
>uld  deliver  to  the  church.  Instead  he  sent  the  church  a  $2  mil- 
ertificate  of  deposit  from  a  bank  in  Montenegro,  the  former 
;lav  republic.  The  church  says  the  CD  was  worthless, 
ope  and  Bias  told  prospective  investors  that  $1  million — 
into  underperforming  Mexican  restaurants — would  return 
b  in  90  days.  Federal 
tutors  say  they  have 
vidence  that  Cope 
money  for  investors 
y  of  these  ventures.  He 
a  registered  securities 
er  in  Arizona  or  with 
Jational  Association  of 
rities  Dealers.  His 
p's  main  business  ac- 
\  prosecutors  say,  was 
llect  money  from  its 
bers. 

ifter  making  half  a 
n  trips  to  the  Arizona  AG's  office  in  the 
Tier  of  2001,  Nelson  scored  her  first  vic- 
a  search  warrant  for  Cope's  home.  But 
tigators  failed  to  get  a  warrant  for  the 
5nnium  Group's  office,  which  was  next 
"It  was  a  huge  blunder,"  she  says, 
dening  her  circle  of  "informants"  to  40 
itors,  Nelson  cajoled  them  into  sending 
stories  to  the  SEC  and  the  IRS.  Robert 
k,  a  retired  insurance  executive  in  Santa 
Calif,  who  invested  $540,000  with  Cope,  compiled  one  such 
page  dossier.  He  gave  the  two-volume  set,  including  docu- 
ts  sent  by  Cope  claiming  members  could  earn  returns  tax  free, 
ipair  of  IRS  agents.  "They  were  in  awe,"  says  Block. 
Nelson  also  began  working  closely  with  Charles  White,  a  one- 
s' felon  who  ran  Cope's  travel  program.  White  says  he  started  a 
fletta  against  Cope  after  the  latter  hired  White's  uncle,  who  had 
jber,  as  a  consultant  and  then  allegedly  cheated  the  dying  man 
jbf  $1  million  in  fees.  "Some  people  don't  trust  Chuck,  but  he's 
:>est  weapon  we've  got,"  Nelson  says. 

Lawyers  like  him,  too.  White  says  a  dozen  lawyers  have  trekked 
is  home  in  Mazadan,  Mexico  to  pore  over  the  10,000  docu- 
lts  he  has  assembled.  The  data  trove  includes  flight  logs  from 
Falcon  jet  used  by  Cope  and  Bias  and  evidence  of  their  profli- 
spending  habits.  "I  can  tell  you  where  Bias  went,  who  he  called 
what  he  spent  every  day  for  three  years  straight,"  says  White. 


But  investigators 

failed  to  get 
a  warrant  for 

the  office  next  door— 
"a  huge  blunder." 


His  biggest  coup  was  helping  to  orchestrate  a  videotaped  sting  of 
Bias  in  Las  Vegas  in  2003  in  which  Bias  admits  to  using  bogus  cer- 
tificates of  deposit.  The  tape  has  been  sent  to  Texas  securities  regu- 
lators, the  SEC  and  the  U.S.  Attorney's  office  in  Arizona  and  likely 
will  be  used  as  evidence  in  their  upcoming  trial. 

By  the  summer  of  2000  Cope  had  collected  some  $30  million 
and  began  talking  up  the  Mexico  project.  He  told  Millennium 
Group  members  their  accounts  would  be  converted  to  FIIK  hold- 
ings and  used  for  "collateralized  loans"  in  Bias'  energy  venture. 
Again  he  appealed  to  greed,  telling  clients  they  would  get  a  $5,000 
bonus  for  rolling  their  principal  into  FIIK. 

"Cope  promised  the  money  would  never  leave  the  FIIK  accounts 
at  Wells  Fargo  bank  in  Houston,"  says  Nelson.  As  proof,  investors 
say,  Cope  showed  them  a  letter  signed  by  Tony  Dasher,  then  a  bank 
officer  with  a  Wells  Fargo  branch  in  Houston.  (Dasher  says  the  let- 
ter is  a  forgery;  he  is  named 


in  the  suit  filed  by  Vancou- 
ver lawyer  Webb  in  a  Cali- 
fornia federal  court.)  In- 
vestors were  required  to  keep 
the  project  secret. 

As  money  poured  into 
FIIK,  Bias  spent  lavishly  to 
woo  new  backers,  flying 
them  on  his  Falcon  jet  to 
resorts  in  Mexico.  He  hosted 
dozens  of  dinners  at  a  Mor- 
ton's steakhouse  in  Hous- 


ton, dropping  up  to  $18,000 
a  night.  He  kept  a  wine  locker  there,  his 
name  engraved  on  a  brass  plate  between  two 
other  regulars:  George  H.W.  Bush  and  his 
secretary  of  state,  James  Baker. 

Bias  uncorked  far  larger  sums  at  topless 
clubs  and  for  luxury  goods.  In  July  2000  he 
spent  $42,000  at  the  Texas  Men's  Club 
(including  $8,800  in  tips).  His  FIIK  Ameri- 
can Express  bills  show  he  blew  $122,635  at 
such  stores  as  Armani,  Gucci,  Tourneau  and 
Neiman  Marcus.  As  Bias  coddled  new  investors,  Cope  invited  80 
big  clients  to  get  their  long-awaited  payouts,  ranging  from 
$100,000  to  $2  million,  on  a  five-day  cruise  to  Mexico  in  January 
2001.  Big-ticket  investors  got  envelopes  with  cashiers  checks.  "It 
seemed  too  good  to  be  true,"  says  Nelson. 

A  week  later  Cope  sent  an  urgent  memo  to  attendees 
explaining  that  because  of  a  mysterious  banking  error  all 
checks  would  have  to  be  voided  and  returned  so  new  ones 
could  be  issued.  "Our  theory  is  that  Cope  was  no  longer  bring- 
ing in  enough  new  investors  to  pay  off  his  old  ones,"  Nelson 
says.  Meantime,  Dennis  Cope  and  Edgar  Bias  moved  on  to  new 
ventures.  Chuck  White,  Cope's  former  associate,  says  Cope 
now  runs  a  convenience  store  near  Mount  Rushmore  in  South 
Dakota  and  plans  to  build  an  amusement  park  nearby.  Mean- 
while, little  of  the  millions  separated  from  mesmerized  clients 
has  been  recovered.  F 
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Very  Sweaty  Equity 

Geox  is  an  unlikely  shoe  company  that's  one  of  the  world's  most  profitabli 
and  fastest-growing  fashion  brands.  A  former  Italian  vintner  created  it. 

By  Richard  C.  Morais 


T  IS  95  DEGREES,  AND  THERE  IS  NO  AIR-CONDITIONING  AT  AU 
Pied  de  Cochon,  an  old-world  restaurant  in  Paris.  But  having 
just  a  light  salad  is  impossible  once  Mario  Moretti  Polegato,  a 
52-year-old  Italian  shoe  merchant,  arrives.  "Do  you  like  raw 
oysters?"  he  thunders.  "Good.  And  you  must  have  the  pigs' 
feet  with  me.  Trotters.  They  are  the  house  specialty!" 

Bending  others  to  his  enthusiasms — part  charm,  part  steely 
badgering — has  made  Polegato  wealthy.  Last  December 
Polegato  floated  29%  of  his  ten-year-old  shoe  company,  Geox,  on 
the  Milan  exchange.  Oversubscribed  seven  times,  shares  are  up 
50%  and  trade  at  a  trailing  P/E  of  24.  Polegato's  family  stake  cost 
him  $1.2  million  but  is  now  worth  $1.7  billion. 


Sales?  Just  $415  million  in  2004  but  compounding  annii 
at  a  40%  rate  since  2000.  That  makes  Geox  the  world's  Q 
largest  manufacturer  in  the  $13  billion  global  market  for  "bn 
shoes."  Italy's  financial  paper  //  Sole-24  Ore  cited  Geox  as  t 
the  fastest-growing  Italian  fashion  label  and  the  most  profits 
Geox's  2004  net  margin  (16%)  beat  Bulgari  (13%),  Luxxc 
(9%)  and  Benetton  (7%).  A  study  of  international  peer. 
Banca  IMI — one  of  Geox's  IPO  managers — found  only  Amer 
pursemaker  Coach  had  a  net  margin  that  exceeded  Geox's. 

It's  a  head-scratcher.  How  is  a  producer  of  commodity  si 
outperforming  a  well-run  luxury  brand  like  Bulgari? 

Selling  footwear  "technology,"  rather  than  fashion,  is 
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bamental  strength  of  XL  Capital  Ltd  companies  can  help  to  finance  and 
Investments,  generating  growth  and  further  opportunity  for  your  business.  Our 
kites  provide  commercial  property/casualty/specialty  insurance,  reinsurance, 
I  risk  and  credit  products.  We  are  strong  partners.  Visit  www.xlcapital.com 
t|ANCE  I  REINSURANCE  I  FINANCIAL  Experience  our  strength. 

The  XL  Capital  group  is  rated  A+  by  AM  Best. 


Mi  CAPITAL 

FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


Geox 


answer.  The  clammy-footed  Italian  was  hustling  his  family's 
vineyard  (see  box)  when  he  first  fumed  that  rubber  soles 
couldn't  breathe.  Three  years  later:  a  perforated  rubber  sole  with 
a  fibrous  insert  that  draws  sweat  from  the  foot  while  preventing 
rain  from  entering  the  shoe. 

Geox  spends  3%  of  sales  on  footwear  research.  Nike  and 
Timberland  won't  reveal  their  R&D  budgets,  but  high-tech  IBM 
spends  between  5%  and  6%  of  sales.  "With  this  technology," 
says  Polegato,  his  leg  jiggling  violently  under  the  table,  "I  have 
changed  the  life  of  all  people  in  the  world." 

Polegato's  style  is  opera  buffa — he  and  his  family  have  an 
eccentric  habit  of  collecting  honorary  consul  duties  from  small 
countries — but  those  who  have  dismissed  him  have  rued  the 
day.  Polegato  spends  9%  to  1 1%  of  sales  promoting  his  wares, 
close  to  Nike's  11%  and  well  ahead  of  Timberland's  3%.  Geox's 
promotional  material  shows  unbreathable  plastic  bags  tied 
around  a  nasty  foot,  detailed  discussions  of  funky  foot  odors 
and  "the  100  liters  of  sweat  a  year"  produced  by  our  feet.  A 
picture  of  steam  pouring  out  of  Geox's  perforated  soles  hints 
at  relief.  The  ads  have  been  refused  by  some  Italian  fashion 
magazines — too  pungent — and  have  won  "worst  advertising" 
honors  in  Germany.  But  they've  also  driven  consumers  to  buy 
9  million  pairs  of  Geoxes  last  year. 

In  short,  the  shoe  firm  invests  in  intellectual  property,  not 
shoemaking:  80%  of  Geox's  production  is  outsourced  to  China, 
Vietnam  and  Brazil;  its  two  company-owned  factories  in  Roma- 
nia and  Slovakia  are  deployed  to  capture  every  sale.  When  the 
company  notices  an  orange  leather  shoe  doing  unexpectedly  well, 


for  example,  the  company-owned  factories  tan  the  leather,  n 
the  shoes  and  rush  the  hot  orange  items  into  the  shops. 

Geox  creates  a  platform  to  conquer  a  small  corner 
domestic  market,  builds  up  large  volumes  with  children's  slj 
adds  adult  footwear  and  then  marches  out  from  that  effic 
base.  It's  the  reason  Geox's  distribution  costs  in  Italy  are  2.2^ 
sales,  well  below  the  industry's  5%  norm. 

But  it  also  explains  Geox's  so-far-timid  forays  into  the 
Geox's  managers  insist  the  strengthened  company,  post-IM 
finally  ready  to  step  up  its  U.S.  attack.  In  November  Geox 
open  a  6,000-square-foot  flagship  store  on  57th  Street  in  I 
York  City,  by  January  four  more  company-owned  stores  iri 
New  York  area,  plus  Boston,  Atlantic  City  and  Los  Ang^ 
Wholesale  clients:  Nordstrom,  Macy's  West  and  Lord  &  Taj) 
A  print-and-TV  campaign  and  a  watch  giveaway  for  children 
part  of  the  U.S.  promotional  campaign. 

In  a  King  of  Prussia,  Pa.  Nordstrom  store,  Geox  shoe 
cranberry-color  moccasins,  a  pink  Puma-type  sneaker—^ 
abruptly  moved  from  a  sideshow  of  "European  comfort"  sfl 
to  prime  real  estate  in  the  center  of  the  women's  departmi 
Chief  Executive  Diego  Bolzonello  argues  Geox  is  different  fil 
the  Birkenstock  and  Ecco  brands;  they're  comfortable 
clunky.  Geox,  in  contrast,  uses  Italian  design  flair  to  create  ma 
stream  "shoes  that  breathe."  A  sneaker  to  attack  the  lucraj 
U.S.  sports  market  is  in  the  pipeline. 

Risky.  Geox's  broadly  written  global  patent  might  hi 
slowed  Adidas  and  Nike,  but  that  doesn't  mean  such  toil 
street  fighters  are  going  to  give  the  Italians  a  free  run. 


lily  Sparkle 


Ml 


All  in  the  family:  The  Moretti  Polegato  clan  at  Villa  Sandi. 


Iario  Moretti  Polegato  might  act  like  a  starved  urchin,  but  he  was,  ii{ 
fact,  born  to  wealth.  The  Polegato  family  owns  one  of  Italy's  leading 
vineyards,  Villa  Sandi,  and  has  survived  tragedy.  Mario's  grandfath 
was  crushed  by  a  runaway  cart  of  wine  barrels,  and  his  father  died  in  I97S 
when  he  borrowed  Mario's  Ferrari  and  crashed.  Mario  was  a  law  student  a 
the  time,  and  his  mother,  Amalia,  subsequently  turned  the  house  frizzanti 
(a  soft  sparkling  wine)  into  the  country's  leading  Prosecco  (Italy's  cham- 
pagne). She  is,  with  her  fierce  bun  of  hair,  by  all  accounts  a  considerable 
force.  Mamma  Amalia  lives  with  Mario  and  his  family;  her  two  sons  have 
officially  adopted  her  name— Moretti— to  honor  her. 

In  a  family  asset  swap  during  the  1990s  Mario  took  100%  ownership  ol 
Geox,  and  his  younger  brother,  Giancarlo,  took  100%  control  of  Villa  Sandii 
The  vineyard  has  sales  of  $50  million  and  a  net  margin  that  swings  berwet 
3%  and  15%,  depending  on  the  harvest.  The  brothers  share  50-50  owner- 
ship of  the  family's  real  estate  holdings. 

Villa  Sandi  is  in  the  Marca  Trevigiana  foothills  of  the  Dolomites,  radiatii 
out  from  a  stunning,  1622  Palladian  villa.  Under  the  estate's  French  garden 
and  gurgling  canals,  bottled  libations— everything  from  the  family's  20-yes 
old  grappa  to  its  award-winning  reds— line  a  mile  of  cellars.  But  the  vineya 
is  best  known  for  its  sparkling  wines,  such  as  its  Prosecco  Cuvee,  a  deli- 
cious cru  that  has  a  light,  floral  taste.  Giancarlo's  latest  passion  is  for  locat 
ing  little-known  but  indigenous  Sicilian  grapes,  such  as  the  Nero  d'Avola. 
Down  in  the  cellars  bottles  are  set  aside  for  Villa  Sandi's  best  clients:  the 
Pope;  the  Rainbow  Room  in  New  York;  the  president  of  Italy;  and  Harry's  B 
in  Venice.  —R.C. 
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pn't  be  limited  by  Wi-Fi  hotspots. 

hjoy  the  freedom  of  Verizon  Wireless  BroadbandAccess,  the 

ation's  largest  fastest  wide-area  wireless  broadband  network. 

'•Fi  only  works  in  limited  locations,  while  BroadbandAccess  works  coast  to  coast  in  over  50  metropolitan  areas,  covering  over 
iD  million  Americans.  And  unlike  Wi-Fi,  BroadbandAccess  has  wide-area  coverage  and  secure  CDMA  technology,  so  you 
/e  the  freedom  to  work  where  it's  convenient  for  you.  Connect  to  the  Internet,  company  intranet,  or  email  and  download 
:ical  information  and  access  business  applications  at  average  speeds  between  400-700  kbps.  Now  you  can  work  when  you 
nt,  in  more  places  nationwide. 

Call  our  business  reps  at  1.800.VZW.4BIZ  or  go  to  verizonwireless.com. 

led   ■ — — — — — ^ — — — — - — ^ 

Our  Surcharges  (incl.  2.18%  Federal  Universal  Service  (varies  quarterly),  5c  Regulatory/line/mo.,  &  others  by  area) 

Oare  not  taxes  (details:  1  -888-684- 1 888);  gov't  taxes  and  our  surcharges  could  add  6%-33%  to  your  bill.  Activation 
fee;  $20/2  yrs.  IMPORTANT  CONSUMER  INFORMATION:  Subject  to  Customer  Agreement.  Calling  Plan  &  credit 
approval.  $175  termination  fee,  other  charges  &  restrictions.  Requires  compatible  PC  card  or  phone  (purchased 
separately).  Offers,  coverage  &  service  not  available  everywhere.  Speed  claim  based  on  our  network  tests  with 
5MB  FTP  data  files,  without  compression.  Actual  speeds  and  coverage  vary.  Coverage  limitations  &  maps  at 
mt  Technologies        verizonwireless.com.  Limited  time  offer. 


VetlTOnwirelesb 

We  never  stop  working  for  you? 


IBM  BUSINESS  CONSULTING 


With  over  70,000  business  experts  worldwide,  IBM  has  the  answers.  With  deep  expertise  in  On  Demand 
Business,  we  offer  an  altogether  different  kind  of  business  thinking,  thinking  which  identifies,  creates  and 
delivers  lasting  business  value.  We  combine  research,  rigor  and  world-class  innovation  to  create  measurable 
results  in  17  industries,  in  areas  ranging  from  HR  to  finance.  We've  already  helped  create  innovative  solutions 
which  are  boosting  productivity  and  efficiency  for  Volkswagen,  the  PGA  TOUR  and  Virgin  Entertainment. 
What  could  we  do  for  you?  Learn  more  about  what  makes  us  different.  Visit  ibm.com/innovation 


he  United  States  and/or  other  countries.  Other  company;  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2005  IBM  Corporation.  All  rights 


_  Mutual  Fund  Survey 


Un 

Vanguar 


BY  MICHAEL  MAIELLO 


Vanguard  has  made 
quite  a  success  out  of 
low-cost  index  funds. 
But  the  striving  for 
market-beating 
performance  goes 
on,  and  that  is  why 
American  Funds 
may  soon  overtake 
Vanguard  in  size. 


AMERICAN  FUNDS'  COMBATIVE 
Paul  Haaga  runs  a  fund  com- 
pany that  delights  in  flouting 
the  self-proclaimed  virtues  of 
archrival  Vanguard. 
Industry  leader  Vanguard  has  posi- 
tioned itself  as  a  no-load,  low-cost  friend 
to  investors.  Vanguard  founder  John 
Bogle,  who  though  retired  is  an  oft- 
quoted  industry  savant,  loudly  proclaims 
that  index  funds,  his  company's  forte,  are 
superior  to  actively  managed  portfolios. 
The  mutually  owned  Vanguard,  whose 
profits  go  back  to  investors  in  the  form  of 
reductions  in  fund  fees,  benefited  from 
the  recent  scandals  roiling  the  fund  world. 
Vanguard  was  untainted  by  the  mess,  giv- 
ing it  a  strong  selling  point. 

Haaga's  American  doesn't  care  if  it 


looks  less  than  angelic.  With  $714  bil 
in  fund  assets,  this  family  is  only  $33 
lion  behind  its  competitor  and  closin 
fast.  American's  funds  are  distribute* 
the  privately  held  (and  immensely  p 
itable)  Capital  Research  &  Managem 
Brokers  love  to  sell  American  fu 
because  they  get  a  nice  sales  commis. 
of  up  to  5.75%.  The  American  far 
runs  no  ads  and  it  taunts  journalists  ^ 
its  studied  secrecy  and  limelight-sh 
ning  fund  managers.  No  American  si 
pickers  appear  on  TV  chat  shows.  Arr 
can  wants  nothing  to  do  with  in 
funds,  declaring  with  some  justice  tha 
faceless  stock  pickers  can  outwit  the  n 
ket.  Haaga  jeeringly  refers  to  Bogle  a 
saint  with  his  own  statue." 

Scandal  taint?  California  Attor 
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Paul  Haaga,  American's  feisty 
chief,  slams  "saint"  Bogle. 


jral  William  Lockyer  accuses  Ameri- 
H  failing  to  disclose  to  investors  that 
*:s  brokers  extra  goodies  to  push  its 
facts.  American  refuses  to  meekly  set- 
jich  charges  as  have  other  fund 
ps.  It  claims  a  state  official  has  no 
liiction  over  fund  matters  and  is 
i;  Lockyer  to  make  him  back  off. 
I  companies  seldom  dare  to  sue 
iators. 

jlthough  American  keeps  a  very  low 
|c  profile,  Haaga  did  have  a  moment 
I  national  spotlight — as  the  regula- 
laverse  chairman  of  the  fund  indus- 
trade  group,  the  Investment  Corn- 
Institute,  in  2003,  when  the  scandals 
securities  lawyer  by  trade,  he  fought 
m  efforts  with  tenacity.  He  and  the 
)uldn't  withstand  the  scandal- fueled 
age  over  fund  shenanigans,  and 
d  up  having  to  swallow  new  rules 
he  Securities  &  Exchange  Commis- 
s  mandating  that  a  fund  board  chair- 


man must  come  from  outside  the  fund 
company.  Nonetheless,  Haaga's  ICI  was 
able  to  stop  some  reformist  crusades, 
such  as  a  rule  that  would  compel  disclo- 
sure of  how  much  of  an  investor's  money 
goes  to  fund  fees  in  dollars. 

In  the  race  for  fund  supremacy,  Van- 
guard's ultralow  costs  and  holier-than- 
thou  integrity  are  carrying  it  only  so  far. 
The  American  Funds  Group  has  become 
sufficiently  popular  that,  if  present  sales 
trends  continue,  it  will  top  Vanguard  in 
assets  at  the  end  of  next  year.  Both  fund 
companies  have  a  value  tilt,  in  an  era 
when  value  is  ascendant,  and  both  clock 
good  returns.  Still,  American's  growth 
rate  is  faster.  Since  2000  its  assets  under 
management  have  grown  an  annualized 
16.4%  to  Vanguard's  10.8%. 

Six  of  the  nation's  ten  biggest  funds 
belong  to  American.  Vanguard's  signa- 
ture fund,  which  tracks  the  S&P  500,  has 
been  overtaken  by  American's  flagship, 


Growth  Fund  of  America,  as  the  nation's 
largest.  Growth  Fund  has  $112  billion  in 
assets  to  Vanguard  500's  $107  billion. 
Performance  helps.  Thus  far  this  year 
Growth  Fund  is  up  6.7%  and  Vanguard 
500  just  1.6%. 

Growth  Fund  is  an  exception  to  the 
American  practice.  As  the  name  suggests, 
it  has  a  growth  orientation.  The  portfolio 
has  27%  in  information  technology  and 
its  largest  holding  is  Google  (up  47%  in 
2005);  Vanguard  500  has  21%  in  infotech 
and  its  largest  stock  is  General  Electric, 
down  7%.  Because  Google  isn't  in  the  S&P 
Index,  it  isn't  in  Vanguard  500,  either. 

A  more  traditional  holding  for  Amer- 
ican is  its  second-largest  fund,  Washing- 
ton Mutual.  (No  connection  to  the  thrift 
of  the  same  name.)  Another  market- 
beater,  it  is  up  3%  this  year  and  invests  in 
such  value  plays  as  financials  and  energy. 
Launched  in  1952  in  our  nation's  capital, 
$78  billion  Washington  Mutual  obeys  a 
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Fund 


Surrey  STOCKS 


quaint  District  of  Columbia  rule  that 
requires  managers  to  avoid  stocks  in 
companies  that  sell  alcohol  or  tobacco. 

Since  even  obscure  stock  pickers  have 
to  be  paid  something  and  since  Capital 
Research's  owners  are  not  in  business  for 
their  health,  American  charges  more  than 
thrifty  Vanguard  to  manage  money.  For 
every  $  100  you  have  in  Vanguard  500  you 
pay  18  cents  a  year  for  overhead  (9  cents  if 
your  balance  is  high  enough).  The 
actively  managed  Growth  Fund  of  Amer- 
ica will  run  you  70  cents.  Just  the  same, 
that  expense  ratio  is  less  than  half  the 
average  for  U.S.  stock  funds.  The  5.75% 
load  is  quite  tolerable  if  you  stick  around 
long  enough — the  family  says  its  cus- 
tomers last  an  average  of  1 2  years.  Also, 
the  load  declines  to  zero  for  families  with 
at  least  $1  million  at  American  and  disap- 
pears for  many  40l(k)  participants. 

Morningstar,  FORBES  and  other  raters 
award  American  Funds  high  marks  for 
stock  performance.  The  company  attracts 
and  keeps  fine  talent  with  an  eye  for  good 
market  calls.  American  has  long  preferred 
blue-chip  stocks.  At  the  firm's  oldest 
fund,  Investment  Company  of  America, 
the  two  largest  holdings  (Altria  and  SBC 
Communications)  are  on  the  30-member 
Dow  Jones  industrial  average.  This  style 
goes  back  to  parent  Capital  Research's 
founding  in  1931  by  analyst  John  B. 
Lovelace.  Two  of  Lovelace's  grandchil- 
dren manage  money  for  the  firm  today. 
The  Lovelace  family  began  selling  off 
stakes  in  the  company  in  the  1950s  and 
now  nobody  owns  more  than  5%. 

Heavy  Hitters 

The  biggest  American  funds  have  mostly 
eclipsed  the  S&P  500.  That  lures  investors. 


American  Funds  Growth  Fund  of  America-A 
American  Funds  Washington  Mutual  Invs-A 
American  Funds  Investment  Co  of  America-A 
American  Funds  Income  Fund  of  America-A 
American  Funds  EuroPacific  Growth-A 
S&P  500 


American  First 


American  Funds  has  drawn  close  to  Vanguard  as  the  largest  fund  house. 
If  current  growth  holds,  American  will  be  on  top  by  the  end  of  2006. 


ASSETS  (SBII I 

%CH/ 

FUND  FAMILY 

2000 

2005 

2000  T( 

Vanguard  Group  of  Investment  Cos 

$448.3 

$747.1 

6 

American  Funds  Group 

333.2 

714.4 

u 

Fidelity  Investments 

569.3 

629.7 

1 

Franklin  Templeton  Distributors 

135.4 

228.1 

6 

Allianz  Global  Investors 

18.4 

158.6 

76 

T  Rowe  Price  Associates 

106.2 

153.6 

4 

Sources:  Forbes;  Upper. 

As  the  overseer  of  all  the  growth, 
Haaga,  56,  is  a  rarity  among  fund  com- 
pany honchos.  Unlike  Bogle  and  the 
members  of  the  Johnson  family  running 
Fidelity,  he  never  has  managed  money. 
What  he  has  managed  is  rules.  After  start- 
ing out  as  an  attorney  for  the  SEC,  he 
worked  in  securities  law  for  the  fancy 
Washington,  D.C.  law  firm  of  Dechert 
Price  &  Rhoads,  where  American  parent 
Capital  Research  was  a  client.  He  moved 
to  the  fund  family's  nondescript  Los 
Angeles  headquarters  in  1985  to  handle 
securities  and  regulatory  matters.  Then  in 
1991  he  became  chairman  of  Capital 
Research's  executive  committee. 

Given  his  professional  background 
and  American's  penchant  for  revealing  as 
little  to  the  public  as  possible,  he  was  a 
natural  to  head  the  ICI.  Arguing  for  mini- 
mizing fund  regulation,  though,  he  ended 
up  in  a  public  relations  pickle.  Right  after 
the  Enron  and  WorldCom  imbroglios 
came  to  light,  he  crowed  to  a 
congressional  committee  that 
mutual  funds  were  free  of 
corruption.  Then  came  reve- 


-  ;  TOTAL  RETURN  

LATEST.  3 -YEAR  5-YEAR 

12  MONTHS      ANNUALIZED  ANNUALIZED 


19.1%  16.9% 

11.8  11.2 

13.8  12.5 
14.1  13.9 

23.9  17.9 


14.1 


12.6 


0.3%  $111,916 

6.9  78,428 

3.9  78,180 

9.8  60,152 

2.4  58,429 
-1.3 


lations  that  funds  were  perm) 
favored  big  shots  to  trade  after  houi 
to  indulge  in  other  shenanigans,  t 
detriment  of  small  investors. 

The  industry  still  is  struggli 
move  past  that  dark  period,  and  cl 
continue  to  flail  its  shortcomings.  F 
ularly  the  relentless  Bogle,  who  I 
indeed  have  a  statue  of  himself  on 
guard's  Valley  Forge,  Pa.  campus.  I 
Haaga  won't  talk  publicly,  he  was 
about  the  ICI  experience.  Accordi 
Donald  Phillips,  a  managing  direc 
fund  tracker  Morningstar,  Haaga 
plained  that  the  industry  had  been 
sound-bited  by  Bogle  for  years." 

Now  American  is  swept  up  in  th< 
ifornia  AG's  accusation  that  it  gave 
kers  poorly  disclosed  cuts  of  yearly 
fees  (in  addition  to  the  fat  sales  con 
sions)  to  push  its  portfolios.  Broke 
course,  are  not  expected  to  wor 
nothing,  but  they  are  supposed  to  di: 
their  take  so  the  investor  can  judge 
advice  to  buy  one  product  rather 
another.  American  says  the  trailinj 
are  disclosed  in  fund  prospectuse: 
are  trivial  amc 
anyway. 

The  SEC 
NASD  also  are  r. 
ing  American's 
use  of  "directed 
kerage,"  where  i 
funnel  trading  o 
and  thus  tra 
commissions  to 
kerage  firms  th; 


$0.70 
0.60 


0.57 


0.57 


0.82 


Performance  through  July  31.  Sources:  Forbes;  Upper. 
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OXFORD  &  YORK 

presents 


"The  2005  Media, 
Communications  & 
Technology  Summit" 


October 26-27,  2005 
7#e  Union  League  Ctu6, 
tyzv  yorfiCity 


We've  assembled  some  of  the  best  minds 
from  the  entertainment,  communications, 
technology,  media,  and  financial  services 
sectors  for  this  summit.  Join  us! 


iU  Erns  t  &  Young 

Quality  In  t  Kt'iythmK  Wt  Do 


Sponsored  by: 

Yahoo! 
Forbes 

With  spec  in/  support  from: 
ill  I  In  i  in. mi,  ial  I  imes,  DSG, 

I  In  S.i ul  UusiiKss  Si  liool  ,ii  Oxford  Univcrsii) 


Register  today  by  visiting  www.oxford-york.com 
or  email  registration-nyc@oxford-york.com 
or  call  914-967-8903  to  request  a  registration  form 


Speaker  Highlights: 

CHRIS  AHEARN 

President, 
Reuters  Media 

I  VAN  WILLIAMS 

(  ci  Ic  muck  i  nid  li  ii  mi  i  I  I  I  ),  I'yra 
I, .ills,  ,ind  founder,  Odeo 

GLENN  REYNOLDS  ' 

Professor  of  Law,  University  of 
Tennessee,  Author,  and  Blogger. 
[nstapundil 

|  AY  ROSEN 

Professor,  School  of  Journalism,  New 
York  University,  and  Author,  Press  Think 

ANTHONY  Ci.  HOPWOOD 

Peter  Moores  Dean,  Said  Business 
School  at  Oxford  University 

ROBIN  JOHNSON 

President  of  the  FT  Americas,  former 
President  of  l  ime  Inc.  Asia,  and 

former  CE( ),  Enfoseek 

THOMAS  L.  HARRISON 

(  hail  man  and  I  I  '  >.  I  •iversilicd 
Agency  Services  Group,  and  Author, 
"Instinct" 

THOMAS  V.  RYAN 

Senioi  Vice  President,  Mobile  Hi 
Digital  Development,  KM  I  Music 

SANDY  PENTLAND 

Toshiba  Professor  of  Media  Arts  fie 
Sciences,  MIT,  The  Media  Laboratory 

JOHN  NENDICK 

Americas  Media  flc  Kntertainment 
Sector  Leader,  Ernst  8c  Young  LLP 

JEREMY  ZAWODNY 

Yahoo!  Inc.,  Blogger,  Author, 
"High  Performance  MySQL" 


Fund 


Surrey  ^idl 


You  know  that  question 
that  goes  through  your  mind 
when  you  take  your 

generic  drug? 

Here's  the  answer. 


FDA  ensures  that  your  generic  drug  is  safe  and  effective.  All  generic  drugs 
are  put  through  a  rigorous,  multi-step  approval  process.  From  quality  and 
performance  to  manufacturing  and  labeling,  everything  must  meet  FDA's 
high  standards.  We  make  it  tough  to  become  a  generic  drug  in  America  so 
it's  easy  for  you  to  rest  assured.  Call  1-888-INFO-FDA 
or  visit  our  website  at  www.fda.gov/cder/  to  learn  more. 
Generic  Drugs:  Safe.  Effective.  FDA  Approved.    U  S  Food  and  Drug  Administration 


U  S  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


the  best  job  of  selling  the  funds.  Ami 
stopped  this  practice  in  2003,  befdj 
SEC  banned  it. 

The  hardest  thing  to  know 
American  is  who  is  in  charge  of  wl 
most  funds  one  lead  manager  oversil 
investing  activities.  At  Vanguard  50l 
know  that  Michael  Buek  is  the  a| 
command.  American  portfolios  anl 
by  large  rosters  of  comanagers.  Gil 
Fund  of  America  has  eight  manjl 
each  seemingly  equal.  Investors 
know  how  much  any  one  manajl 
responsible  for,  complains  Mornir| 
analyst  Haul  Herbert. 

Some  managers  have  multiple  d| 
Without  reading  each  fund  prosptl 
you  wouldn't  know  that  Growth  Fl 
James  Drasdo  also  helps  run  two 
American  funds,  Fundamental  Invel 
and  Investment  Company  of  AmenB 

The  larger  question  is  whether  A| 
ican  Funds  is  getting  too  big  to  ke« 
the  nice  returns.  If  American's  my| 
managers  can't,  this  high-flying 
family  will  lose  altitude  fast. 

The  potential  trouble,  as  Morninl 
points  out,  is  that  it's  more  diffiaJ 
manage  a  gargantuan,  ever-expan|| 
fund.  American,  whose  assets  have 
bled  in  five  years,  packs  all  its  new  mil 
into  only  29  funds  and  hasn't  addl 
new  one  since  1999.  Vanguard  spread 
vast  sums  over  105  funds.  Third -u 
Fidelity  has  $630  billion  in  242  fund? 

Unlike  many  other  fund  hoil| 
American  refuses  to  close  a  fund  to 
investors.  In  its  long  history  the  comj 
has  closed  a  fund  only  once,  in  1990, 
then  for  just  six  months. 

American  officials  acknowledge 
vately  that  this  limitless-expansion  si I 
egy  could  turn  into  a  problem  eventtil 
For  now  they  prefer  to  simply  add  n  | 
managers.  Growth  Fund  brought  in 
more  since  2003.  Academic  studies  p 
to  the  difficulty  of  sustaining  marl 
beating  performance  for  long  perici 
especially  amid  a  torrent  of  new  moi 
(see  story,  p.  188). 

This  is  one  thing  that  Vangul 
doesn't  worry  about  very  much.  Mosl 
its  assets  are  in  index  funds  that  art| 
supposed  to  beat  the  market. 


Working  with  hewitt  to  help  your  employees 
make  more  informed  health  care  choices  will 
result  in  which  of  the  following  outcomes? 


A.  YOUR  COMPANY  WILL  SAVE  MILLIONS. 

B.  YOUR  COMPANY  WILL  SAVE  MILLIONS. 

C.  YOUR  COMPANY  WILL  SAVE  MILLIONS. 

D.  YOUR  COMPANY  WILL  SAVE  MILLIONS. 


HR  Outsourcing    Retirement  &  Financial  Management     Health  Care    Talent  &  Organizational  Change 


Hewitt 


www.hewitt.com/results 


Fund 


Survey  stocks 


Dumb  Money 


If  your  fund  is  getting 
hot,  you  might  want 
to  bail  out. 


BY  SCOTT WOOLLEY 


MUTUAL  FUND  INVESTORS  THRIVE  ON  DISLOYALTY. 
If  they  invest  in  a  fund  that  regularly  posts 
crummy  returns,  they  dump  the  loser  and  turn  to 
a  hot  new  fund  with  an  impressive  record.  Now 
new  research  argues  this  fickleness  can  cost  you. 
The  jazzy  new  performer,  it  turns  out,  doesn't  stay  that 
way — and  may  have  just  six  months  of  good  returns  left.  So 
says  Yale  professor  Owen  Lamont,  who  studied  this  issue  with 
the  University  of  Chicago's  Andrea  Frazzini. 

This  is  a  startlingly  contrarian  take.  Academics  and 


investors  alike  have  long  believed  that  glomming  on  to 
winners  made  sense.  In  the  late  1990s  two  studies  in  the  pi 
tigious  Journal  of  Finance  found  that  mutual  funds  that 
attracted  new  money  went  on  to  post  better  short-te 
returns. 

But  a  popular  fund's  hottest  six  months  often  are  a  p< 
tent  of  a  downturn  for  the  portfolio,  Frazzini  and  Lamor 
new  research  shows,  based  on  market  data  from  1980 
2003.  Investors  have  two  logical  ways  to  play  this:  Avoid  1 
funds  altogether  or,  more  dauntingly,  keep  jumping  to  1 
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Some  red, 
some  black 
and  your 
perspectives 
open  up 


's  the  effect  of  Societe  Generale  financial  services. 


}  an  innovative  bank  means  gaining  the  freedom  to  imagine  anything.  Driven  by  its  ability  to  look  ahead, 
3enerale  now  has  a  workforce  of  93,000  in  80  countries  and  has  become  steadily  stronger  in  its  three  key 
Bring  its  customers  ever  more  occasions  to  broaden  their  perspectives.  With  more  than  1 7  million  customers'11 
ranking,  326  billion  euros'11  managed  by  global  investment  management  and  services  and  a  confirmed 
e  leadership  in  corporate  and  investment  banking  (euro  capital  markets,  derivatives  and  structured  finance), 
3enerale  has  become  a  first  choice  partner  for  its  customers  around  the  world.  If  you  too,  have  a  taste  for 
ou  will  soon  see  what  the  "Societe  Generale  red  and  black  effect"  can  do  for  you.  (1)  at  31/03/05.  www.socgen.com 

lerale  is  authorised  by  Banque  de  France  and  the  Financial  Services  Authority,  and  is  regulated  by  the  Financial  Services  Authority  for  conduct  of  UK 
the  United  States,  certain  securities,  underwriting,  trading,  brokerage  and  advisory  activities  are  conducted  by  Societe  Generale  Group's  wholly-owned 
SG  Americas  Securities,  LLC,  and  SG  Cowen  &  Co.,  LLC,  both  registered  broker-dealers  and  members  of  NYSE,  NASD  and  SIPC 


SG 

Wm 

SG 

IB 

SG 

SG 

SG 

PAYMENT  SERVICES 


ASSET  MANAGEMENT 


PRIVATE  BANKING 


GLOBAL  SECURITIES 
SERVICES  FOR  INVESTORS 


CORPORATE  & 
INVESTMENT  RANKING 


Red, 
black 
and 
rising 


GROUP 


Fund 


Survey  STOCKS. 


Overstuffed? 


These  five  funds  had  huge  inflows  of  new  investors  beginning  two  years  ago.  That 
makes  them  prime  candidates  to  underperfbrm  in  the  future,  say  Lamont  and  Frazzini. 


FUND 

ESTIMATED  NET  INFLOW 

OF  NEW  MONEY1     INFLOW  AS  % 
(SMIL)        OF  FUND  ASSETS 

TOTAL 
LATEST 
12  MONTHS 

1FTIJRN 
5-YEAR 
ANNUALIZED 

EXF 
PER 

American  Funds  Cap  World  Grow  &  Inc-A 

$8,510 

35% 

23.0% 

8.8% 

$0 

American  Funds  American  Balanced-A 

12,766 

34 

9.2 

9.2 

0 

Dodge  &  Cox  Balanced  Fund 

5,690 

33 

14.2 

12.0 

01 

Fidelity  Diversified  International 

5,602 

32 

23.8 

6.1 

l] 

Franklin  Income  Fund-A 

7,405 

31 

15.2 

11.3 

0 

Performance  through  July  31.  'Estimated  inflow  of  money  between  7/31/03  and  7/31/04.  a:  Net  of  absorption  by  fund  sponsor.  Sources:  Forbes;  Uppe 

new  hot  performer. 

"If  you  consistently 
bought  every  fund  that  did 
well  in  the  last  six  months 
and  held  it  for  six  months, 
that  would  be  smart," 
Lamont  says,  putting  aside 
the  tax  consequences  of 
the  capital  gains  this 
would  generate.  "But  what 
everyone  is  doing,  on  aver- 
age, is  not  that.  They  are 
overweighting  the  funds 
that  have  done  well  for 
years  and  holding  on  to  them  for  sev- 
eral years."  And  that  is  dumb. 

Hot  mutual  funds  end  up  hurting 
themselves  and  the  hot  stocks  they  buy, 
the  two  professors  show.  In  their  study 
Frazzini  and  Lamont  isolated  how  ultra- 
popular  funds  affected  the  darling 
stocks  of  the  moment,  pushing  them 
ever  higher.  In  1999  investors  put  tons 
of  cash  into  tech-heavy  portfolios  such 
as  Janus  funds,  which  got  $37  billion  in 
new  money.  Fidelity,  stodgy  and  out  of 
favor,  took  in  only  $16  billion. 

By  year-end  1999  Cisco  Systems,  a 
hot  stock  of  the  moment,  had  18%  of 
its  shares  outstanding  held  by  mutual 
funds.  The  excess  demand  inflated  the 
price  of  Cisco's  already-soaring  stock 
and  set  Janus  shareholders  up  for  a  big 
fall  when  Cisco  and  its  tech  ilk  finally 
stumbled. 

Meanwhile,  timid  investors  who  had 
stuck  with  Fidelity's  more  traditional 
funds,  with  their  smaller  inflows  of 
investment  bucks,  came  out  a  lot  better. 

On  a  Hot  Streak 

Here  are  five  of  the  most  popular  small  mutual  funds  in  the  last  six  months.  Such  popularity  is  often  the 
sign  of  a  hot  fund  manager  who  is  likely  to  keep  beating  the  market— but  only  for  the  next  six  months. 


Those  unpopular  funds  were  more 
likely  to  hold  the  anti-Ciscos — out-of- 
favor  stocks  such  as  Federated  Depart- 
ment Stores.  Federated's  unloved  shares 
went  on  to  triple  in  the  next  five  years. 

While  investors  speculated  wildly, 
leading  up  to  the  market  slide  in  2000, 
Lamont  and  Frazzini  say  the  "dumb 
money"  anomaly  is  seen  throughout  the 
23-year  span  covered  by  their  study. 
Every  three  years  the  least-popular  20% 
of  all  funds  were  worth  on  average  1.8% 
more  than  the  most-popular  20%.  This 
small  gap  can  hurt  fund  investors  over 
long  periods. 

A  hot  fund  tends  to  cool  off 
because,  as  more  investors  pile  into  a 
fund,  even  the  most  talented  manager 
can  run  out  of  good  ideas,  moving  on 
to  the  mediocre  and  soon  to  bad  ones. 
Often  the  manager  isn't  to  blame;  he 
usually  must  obey  the  dictates  of  his 
fund's  style.  A  tech  fund  plows  money 
into  tech  whether  those  stocks  are  over- 
priced or  not. 


ESTIMATED  NET  INFLOW 

TdTAI  i 

1FTIIRN 

FUND 

OF  NEW  MONEY1 
(SMIL) 

INFLOW  AS  % 
OF  FUND  ASSETS 

LATEST 
12  MONTHS 

5-YEAR 
ANNUALIZED 

EXPENSES 
PER  $100 

Fairholme  Fund 

$783 

72% 

26.9% 

18.1% 

$1.00 

Delaware  US  Growth-A 

177 

67 

21.0 

-8.2 

1.40 

Boston  Co  Small  Cap  Value 

i  — — — —  

104 

58 

29.3 

18.9 

1.16 

Fidelity  Select— Energy 

1,079 

57 

54.0 

14.7 

1.18 

Constellation  Clover  Core  Value-I 

91 

56 

25.2 

13.6 

1.13 

For  investors  the  best  advice,  and| 
easiest  to  follow,  is  to  avoid  the 
funds  of  the  future.  Keep  an  eye  on  y| 
fund's  ability  to  attract  new  investor! 
it  begins  to  seem  overwhelmed  by  yel 
of  growth,  get  out  while  the  gettinf 
still  good. 

With  Lamont  and  Frazzini's  helpJ 
have  picked  out  funds  that  have  hadl 
overly  large  inflow  as  of  summer  2(1 
(see  table  above).  Sure  enough,  theytl 
had  market-beating  returns  in  the  m 
five  years,  which  is  what  likely  attracU 
the  new  investments.  And  sure  enou| 
since  mid-2004  they  (with  one  exal 
tion)  also  have  outpaced  the  S&P  5CM 
14.1%  showing.  Two  of  these  fum 
Dodge  &  Cox  Balanced  and  Fidel 
Diversified  International,  are  closedl 
new  investors,  but  if  you  already  are 
them,  you  might  ponder  exiting. 

Which  hot  shot  funds  might  fall 
next?  We  found  more  recently  popui 
funds  with  scorching  returns  that  ha 
attracted  large  sums  from  investors  1 
table  below).  In  the  past 
months  even  the  lagga 
of  this  bunch,  Delawa 
U.S.  Growth,  had  a  lol 
21%  total  return  and  be 
the  S&P  500  by  a  cor 
mendable  6.9  percenta 
points. 

Odds  are  that  tH 
group  will  continue  to  c 
well  for  at  least  the  next  s 
months.  Then,  the  pro 
warn,  hard  reality  will  s 
in.  With  a  vengeance. 


Performance  through  July  31.  'Estimated  inflow  of  money  between  1/31/05  and  7/31/05.  Sources:  Forbes;  Upper. 
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V  WE 


air 


OUR  DIFFERENCES? 


Comparatively  speaking,  our  customers 
enjoy  an  upper  hand.  They  fly  on  the 
industry's  youngest  fleet.  Their  aircraft 
has  the  highest  residual  value.  And  with 
innovative  products,  they  have  a  first  hand 
look  at  the  future  of  private  aviation. 
Contact  CitationShares.  That's  the  one 
you  want. 


CitationShares 


800.340.7767  x  121 
CitationShares.com 


Fund 


Survey  STOCKS 


Hidden 

Baubles 

Investors  love  gigantism 
in  mutual  funds, 
but  a  few  small  gems 
beckon  with  even 
richer  performance. 


BY  MICHAEL  MAIELLO 


B 


IG  IS  BEAUTIFUL  IN  THE  MUTUAL 
fund  business.  Even  clunkers,  if 
they  are  large  enough,  can  use 
huge  ad  budgets  to  rake  in  new 
investments.  They  can  attract 
assets  by  running  retirement  plans  for  siz- 
able employers.  Investors  believe  big  is  bet- 
ter, and  often  it  is:  Funds  with  more  than 
$5  billion  in  assets  returned  1 1.9%  a  year 
in  the  past  decade,  compared  with  just 
9.2%  for  those  with  less  than  $1  billion  on 
hand,  says  fund  tracker  Lipper. 

Yet  small  funds  can  post  spectacular 
results  and  go  utterly  unrecognized  for  it. 
They  lack  the  ad  budgets  and  can't  afford 
prime  shelf  space  at  online  mutual  fund 
supermarkets  like  Charles  Schwab. 

Investors  should  seek  out  such  tiny, 
trufflelike  wonders,  says  Adam  Bold, 
founder  of  the  Mutual  Fund  Store,  an 
investment  advisory  firm.  With  his  help 
we  have  pinpointed  a  few  of  these  gems, 
all  of  them  free  of  loads  (see  table,  p.  194). 

The  most  notable:  the  Bruce  Fund,  an 
ingenue  in  the  right  place  at  the  right  time. 
This  year  it  ranks  number  two  on  our 
Honor  Roll  of  best  funds  (see  story, 
p.  208) — and  Bruce  manages  assets  worth 
a  mere  $90  million.  It  has  delivered  a 
20.8%  return  over  ten  years,  double  the 
rise  in  the  S&P  500.  This  year  the  fund's 
7.3%  return  is  beating  the  market  handily. 
The  father-son  team  of  Robert  and  leffrey 


Bruce  has  run  the  fund  since  1983,  toting 
up  a  14.2%  annualized  return  since  then. 

Bruce  has  a  wide  mandate  and  seeks 
"capital  appreciation"  wherever  it  might 
lurk,  from  the  high-yield  debt  of  utility 
Calpine  ("The  hot  summer  isn't  hurting 
them  any,"  Jeffrey  says)  to  the  stock  of 
Rural/Metro,  a  $214  million  ambulance 
company  that  is  one  of  the  fund's  top  ten 


holdings;  it  is  up  89%  this  year. 

The  Bruce  Fund  fared  poorly  ii 
1990s,  when  it  put  most  of  its  port 
into  zero  coupon  Treasury  bonds.  E 
stuck  with  that  gambit  through  2002 
started  to  pummel  the  falling  equ 
market.  Since  then  the  fund  has  a« 
small-cap  stocks  back  into  the  mix  a 
smattering  of  junk  debt.  Despite  a  la 
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The  Final  Score  Is  The  Bottom  Line. 


Whether  you're  managing  your  way  on  the  fairways  or  managing  your  way  through 
the  business  playing  field,  your  final  score  is  the  bottom  line. 

BearingPoint  and  Phil  Mickelson  have  scored  some  recent  victories.  Off  the  course, 
BearingPoint  leads  among  consultants  for  client  satisfaction.  BearingPoint  received  the 
highest  score  in  client  satisfaction  among  1 1  major  IT  service  firms  providing  consulting  and 
implementation  services  in  the  annual  independent  survey,  "IT  Service  Provider  Scorecard;' 
July  2005,  conducted  by  Forrester  Research,  Inc.,  a  leading  technology  research  company. 
Phil  Mickelson's  scorecard  has  been  just  as  impressive. 

No  matter  what  field  you  play  in,  the  final  numbers  tell  the  story 
As  a  global  business  management  and  technology  consultant, 
BearingPoint  knows  that  results  make  a  difference. 

Experience  BearingPoint.com 


Fund: 


STOCKS  


marketing,  investors  have  taken  note:  The 
fund  had  only  $7.6  million  under  man- 
agement less  than  two  years  ago.  The 
Braces  charge  1.17%  a  year  for  their  no- 
load  fund,  not  bad  considering  that  their 
economies  of  scale  are  small. 

Another  overlooked  gem,  FMI  Large 
Cap  Fund,  launched  in  early  2002.  In 
three  years  its  annual  average  return  has 
been  16.9%,  four  percentage  points  ahead 
of  the  S&P  500  and  particularly  impressive 
considering  large-cap  stocks  are  out  of 

Mighty  Mites 

These  four  funds  boast  fine  investment  records  but  have  little 
public  visibility.  They've  mostly  beaten  the  market,  but  since  they 
run  no  ads,  you  wouldn't  know. 


mutual  fund  to  add  to  the  firm's  pri 
account  business,  with  the  hopes  o{\ 
ning  401  (k)  money,  but  the  plan  flop 
When  Barish's  father  retired  in  j 
the  son  took  over  the  firm  and  in  1 
bought  it  back  from  LAM.  Since  then 
fund's  assets  have  grown  exponent! 
on  word  of  mouth.  Such  asset  grq 
usually  requires  paying  an  incentiw 
brokers  to  peddle  a  fund,  yet  BaJ 
refuses  to  deal  with  brokers  who  chal 
load.  "Bribing  somebody  to  sell  my  j 


YEAR- 

3-YEAR 

mi  i  unit 

5-YEAR 

10-YEAR 

nOOL 1 J 

7/31/05 

EXPEND 

FUND 

TO-DATE 

ANNUALIZED 

ANNUALIZED 

ANNUALIZED 

(SMIL) 

PER  $1 

Bruce  Fund 

7.3% 

47.7% 

33.7% 

20.8% 

$90 

$11 

Cambiar  Opportunity-lnst 

5.7 

16.6 

8.5 

NA 

503 

1.3 

FMI  Large  Cap 

3.9 

16.9 

NA 

NA 

60 

1.1 

Hester  Total  Return 

0.3 

14.8 

2.8 

8.6 

13 

17 

S&P  500 

2.9 

12.6 

-1.3 

10.0 

Performance  through  July  31.  NA:  Not  available  Sources:  Upper:  The  Mutual  Fund  Store:  TRSreports.com. 


favor  these  days.  Hester  Total  Return, 
meanwhile,  has  beaten  the  S&P  over  three 
and  five  years  (though  it  trails  over  a 
decade).  Hester's  fees  are  at  the  high  end, 
at  1.74%  of  assets. 

One  of  adviser  Bold's  favorite  funds  is 
Cambiar  Opportunity,  which  has  beaten 
the  S&P  500  every  year  since  it  started  up 
in  1998.  Managed  out  of  Denver  by  Brian 
Barish,  Cambiar  is  a  low-turnover  value 
fund  with  $503  million  in  assets. 
Expenses  of  1.37%  are  a  bit  below  average 
for  a  U.S.  equity  fund  (1.65%)  but  are  a 
little  high  for  a  large-cap  value  offering. 
Barish  promises  to  drive  costs  down. 
Over  five  years  Cambiar  has  delivered  an 
8.5%  annual  return,  looking  mighty  fine 
against  the  S&P  500's  1.3%  loss. 

Barish  had  been  an  emerging  market 
analyst  for  Lazard  Freres  in  the  1990s 
before  moving  home  to  Denver  in  1997 
to  join  his  father's  investment  firm,  which 
had  been  sold  to  United  Asset  Manage- 
ment in  1990  but  was  still  run  by  Dad. 
UAM  asked  the  younger  Barish  to  start  a 


doesn't  seem  right,"  he  says. 

Barish  follows  a  classic  "rela 
value"  style,  looking  for  cheap  compai 
that  seem  ready  for  takeoff.  Currei 
44%  of  the  portfolio  is  in  health  can 
financial  services.  He  has  invested  in  I 
Data,  which  processes  credit  and  dl 
card  transactions  and,  through  its 
ern  Union  subsidiary,  dominates  the 
transfer  market.  At  a  recent  $42  First  E 
trades  at  16  times  estimated  2006  ea 
ings.  Barish  says  that's  an  artifici 
depressed  multiple  because  investors) 
worried  First  Data  will  get  hurt  by  cri 
card  rivals  and  by  slowing  growfl 
Western  Union. 

His  contrarian  media  pick  is  Direo 
While  most  investors  think  the  gi 
cable  operators  will  thrive  on  combin 
television  and  phone  service,  Bai 
thinks  "what  John  Q.  Public  really  a 
about  from  his  television  provider  is  t 
vision."  At  $16  it  is  cheap  and  invesl 
will  wake  up,  he  contends — just  as  t 
have  woken  up  to  his  small  fund. 


©2005  Hewlett-Packard  Development  Company,  L  P. 
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Pund 


Cash 

Is  Trash 


After  a  huge  run  in  value 
funds,  some  managers 
are  sitting  on  the  money 
and  saying  stocks  are 
too  expensive.  Get  a  little 
hope,  guys. 


BY  MEGAN  JOHNSTON 


0"  TO  DO  WITH  ALL  THAT 
cash?  Some  value  fund 
managers,  flush  with  an  in- 
flux of  new  money  from 
clients,  are  letting  it  pile  up 
rather  than  investing  it  in  value  stocks  they 
view  as  too  pricey.  While  they  wait  for  a 
better  day,  other  value  managers  say  letting 
money  sit  around  in  cash  is  sinful,  and  they 
swear  good  buys  still  can  be  had. 

Prominent  among  the  pro-cash 
crowd  are  celebrated  value  funds  Tweedy, 
Browne  American  Value  (with  17%  of  its 
assets  now  in  cash),  FPA  Capital  (32%), 
Clipper  (27%)  and  Longleaf  Partners 
(16%).  In  May  the  Tweedy,  Browne  fund 
closed  its  doors  to  new  investors  to  avoid 
the  burden  of  taking  on  any  more  sup- 
posedly hard-to-invest  bucks.  The  fund 
says  it  wants  to  keep  "enough  dry  pow- 
der" until  good  buys  finally  emerge. 

This  does  hold  a  certain  surface  logic. 
A  lot  of  stocks  with  value  labels  are  like 
tiny  Manhattan  apartments — once 
reviled,  they  are  now  prized  and  exorbi- 
tantly expensive.  One  former  value  play 
has  become  a  growth  stock:  medical 
device  maker  Mentor  Corp.,  whose  shares 
have  tripled  since  2003,  pushing  its  trail- 
ing price/earnings  ratio  from  15  then  to 
33  now. 

But  a  better  case  can  be  made  that 
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copious  cash  is  a  cop-out.  Today's  cash- 
laden  funds  are  short  on  inspiring  per- 
formances. Tweedy,  Browne  American 
Value,  FPA  Capital,  Clipper  and  Long- 
leaf  Partners  have  seen  their  superb 
long-term  records  slump  in  recent  times 
as  they  stashed  more  cash.  Over  the  past 
three  years  all  have  trailed  behind  their 
category  peers.  The  Tweedy,  Browne 
fund  runs  eight  points  behind  the 
average  returns  for  its  midcap  value  peers 
in  2005. 

A  forthcoming  study  of  funds  from 
1997  through  2002  shows  that  managers 
with  heavy  cash  tend  to  have  lower 
returns  than  those  fully  invested  (with 
5%  or  less  in  cash).  The  paper,  by  three 
business  school  professors — Boyce 
Watkins  of  Syracuse  University,  Bill  B. 
Francis  of  Rensselaer  Polytechnic  Insti- 
tute and  Delroy  Hunter  of  the  University 
of  South  Florida — shows  that  cash-laden 


funds  underperform  partly  becau: 
the  punk  returns  all  that  cash  is  eking 
These  portfolios  amount  to  glor 
money  market  funds. 

Worse,  the  cash  claque  re| 
amounts  to  indulging  in  market 
ing,  the  belief  that  one  can  know  w 
a  market  turn  is  coming.  But  the  r 
ket  and  individual  stocks  have  fo« 
many  a  stock-picking  genius  bef 
and  those  faux  turning  points  were 
terly  illuminating. 

Classic  example:  Brandywine  F 
founder  Foster  Friess  took  a  70% 
•position  in  1998,  betting  that  a  bear  r 
ket  was  imminent.  After  all,  finar 
upheaval  in  Russia  and  Asia  and 
collapse  of  U.S.  mega-hedge  fund  Lc 
Term  Capital  Management  seemed  c 
nous  portents.  Friess  was  too  early, 
the  bull  market  kept  going.  That 
Brandywine  and  sibling  Brandywine 
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120  funds.  Over  $100  billion  in  assets.*  One  of  the  nation's  most  respected 
financial  institutions  is  also  one  of  the  nation's  leading  mutual  fund  families. 

Finding  the  right  investment  for  your  portfolio  doesn't  have  to  be  difficult.  Just  look  to 
Wells  Forgo  Advantage  FundsSM. 

We  offer  a  dynamic  array  of  investment  solutions  to  meet  almost  any  need.  From  stock  to 
fixed  income  to  money  market  to  asset  allocation,  each  of  our  funds  is  unique  with  the  exception 
of  one  shared  quality  —  the  focused  guidance  of  an  independent  money  manager  we  consider 
among  the  best  at  what  they  do.  It's  this  leadership  style  that  helps  set  us  apart. 

At  Wells  Fargo  Advantage  Funds,we  search  for  managers  from  across  the  investment  industry 
looking  for  leaders  with  highly  specialized  expertise  in  their  fields.Then  we  give  them  the  freedom 
to  thrive.The  result  is  a  family  of  funds  with  managers  dedicated  to  a  specific  investment  style 
and  the  pursuit  of  consistent,  long-term  results.  It's  an  approach  guided  by  the  distinguished 
150-year  heritage  of  Wells  Fargo. 

To  learn  more  about  Wells  Fargo  Advantage  Funds,  visit  www.wellsfargo.com/advantagefunds 
or  talk  to  your  investment  professional.  You'll  discover  that  the  right  investment  for  your  portfolio 
is  actually  quite  easy  to  find. 

■  complete  information  about  the  Wells  Fargo  Advantage  Funds,  obtain  a  current  prospectus  by  calling  1-800-222-8222, 
ig  www.wellsfargo.com/advantagefunds,  or  by  contacting  your  investment  professional.  Consider  the  investment 
°s,  risks,  charges,  and  expenses  of  the  investment  carefully  before  investing.  This  and  other  information  about 
\rgo  Advantage  Funds  can  be  found  in  a  current  prospectus.  Please  read  it  carefully  before  investing. 

y  NOT  FDIC-INSURED  •  NO  BANK  GUARANTEE  •  MAY  LOSE  VALUE 

0  Funds  Management,  LLC,  a  wholly-owned  subsidiary  of  Wells  Fargo  &  Company,  provides  investment  advisory  and  administrative  services 
?//s  Fargo  Advantage  Funds.  Other  affiliates  of  Wells  Fargo  &  Company  provide  sub-advisory  and  other  services  for  the  Funds.  The  Funds  are 

1  by  Wells  Fargo  Funds  Distributor,  LLC,  Member  NASD/SIPC,  an  affiliate  of  Wells  Fargo  &  Company. 


Fund 


Surve-yiSIOCKS. 


placed  in  the  bottom  10%  of 
their  Morningstar  peer  group 
categories,  each  finishing  at 
negative  1%  in  returns.  Both 
funds  lagged  behind  the  S&P  500 
by  30  percentage  points.  In 
2005  the  two  Brandywine  funds 
have  cash  of  just  5%  and  4% — 
and  are  posting  stellar  returns, 
up  30%  and  29%,  respectively, 
in  the  past  year. 

Cash  is  king  when  the  mar- 
ket goes  south,  and  if  stocks 
start  a  long  slide,  the  cash- 
heavy  managers  will  look  like 
magicians.  That  large  chunk  of 
their  portfolio  sitting  in  cash 
won't  be  harmed,  and  they  will 
be  primed  to  pick  up  the  bar- 
gains they  had  been  waiting  to 
buy.  And  yes,  it  is  possible  to  do  well 
despite  the  deadweight  of  cash  around 
your  neck.  Phoenix  Mid-Cap  Value,  with 
15%  in  cash,  has  clocked  a  nice  19% 
annual  return  over  three  years,  placing  it 
in  the  top  10%  of  its  category.  But  this 
happy  outcome  is,  increasingly,  a  rarity. 

A  much  stronger  case  can  be  made 
that  fully  invested  short-on-cash  funds 
are  a  better  bet.  We  have  assembled  a  list 
of  good  ones  that  have  thrived  in  the  five 
years  as  the  market  has  tumbled,  recov- 
ered and  lately  slid  sideways.  All  have  rea- 
sonable expenses,  defined  as  1%  of  assets 
or  less,  and  hold  no  more  than  5%  in  cash 
(see  table). 

Overall,  value  funds  have  returned  an 
annual  8.7%  over  the  past  five  years  ver- 
sus minus  4.9%  a  year  for  growth  funds 
and  minus  1.4%  for  the  S&P  500  in  the 
broader  market.  In  the  past  three  years 
value  funds  were  up  16.2%,  almost  two 
points  better  than  growth  funds  (the  S&P 
was  up  12.4%  yearly  in  that  time).  In 
2000,  in  the  great  bull  market's  last  days, 
the  average  price/earnings  multiple  for 
value  funds  was  23  versus  42  for  growth 
hinds;  today  value  is  at  20,  growth  28. 

One  of  the  best  value  funds  on  our  list 
is  American  Century  Equity  Income. 
Amount  in  cash:  $0.  "If  the  money  is  just 
coming  in  buckets,  you  have  to  work  to 
keep  it  invested,"  says  comanager  Phillip 


Fully  Invested  Funds 

These  portfolios  carry  only  a  small  amount  of  cash  but  manage  to  give  great  returns. 
Who  says  there  are  no  good  stocks  to  buy? 


ASSET 

TOTAL  RETURN 

FUND 

ALLOCATION  % 
CASH 

LATEST 
12  MONTHS 

5-YEAR 
ANNUALIZED 

E 
P 

American  Century  Equity  Income-lnv 

0.00% 

12.2% 

12.9% 

< 

Northern  Small  Cap  Value 

3.76 

27.7 

13.8 

Sound  Shore  Fund 

4.85 

16.1 

9.3 

Summit  Everest  Fund-i 

3.12 

16.8 

9.5 

T  Rowe  Price  Equity  Income 

0.00 

15.6 

8.7 

Vanguard  Selected  Value 

3.23 

29.1 

16.1 

Vanguard  Small-Cap  Value  Index 

0.02 

27.4 

15.1 

Vanguard  Windsor  Fund-lnv 

3.50 

16.8 

8.5 

Vanguard  Windsor  ll-lnv 

2.59 

19.1 

8.5 

Performance  through  July  31.  Source:  Upper, 

Davidson.  One-third  of  his  portfolio  sits 
in  convertible  securities,  which  generate 
adequate  interest  income,  a  higher  yield 
than  a  money  market  or  other  short-term 
instrument.  Better,  convertibles  are  less 
risky  than  the  common  stock  they  can 
become.  If  the  price  of  the  underlying 
common  declines,  Davidson  just  shrugs 
and  keeps  on  collecting  bond  interest. 

That  said,  the  $3.8  billion  American 
Century  fund  remains  an  avid  stock  buyer 
with  the  other  two-thirds  of  its  portfolio, 
which  recently  expanded  from  60  equity 
names  to  100.  Davidson  and  comanager 
Scott  Moore  scour  the  cheapest  half  of  the 
market  for  high-quality  companies  that 
boast  strong  dividend  yields  and  are  un- 
derperforming  for  transitory  reasons. 

They  also  pick  stocks  that  offer  a 
smoother  ride.  The  fund  has  a  beta  of  0.7, 
meaning  it  tends  to  be  30%  less  volatile 
than  the  average  S&P  500  stock  fund.  "We 
avoid  big  torpedoes,"  Davidson  says.  The 
strategy  has  panned  out.  Returning 
12.9%  annually  over  five  years,  it  has 
blown  past  the  S&P  500  and  its  large-cap 
value  category  average. 

Colgate-Palmolive,  the  consumer 
products  giant,  is  a  favorite  holding  for 
Davidson.  This  "at  one  point  was  val- 
ued more  like  a  growth  stock,"  he  says. 
Its  P/E  for  the  last  12  months  is  22,  in 
line  with  rival  Procter  &  Gamble's  21. 


Colgate-Palmolive  trades  at  $5. 
same  price  as  in  1999.  Its  profit  k 
year,  yet  the  company  hiked  its  div 
yield  in  February  by  a  fifth,  to 
Because  of  cost-cutting  (underspe 
on  its  advertising  budget)  and  its  s 
oral-  and  personal-care  offei 
Davidson  thinks  it  will  produce 
earnings. 

Commerce  Bancshares  is  the  A 
can  Century  fund's  largest  equity  he 
The  bank  has  raised  its  dividend  p 
60%  in  two  years.  Another  holding: 
erhaeuser,  lifted  its  dividend  by  one- 
in  April.  The  stock  yields  3%. 

A  rival  value  fund,  the  $2  b 
Sound  Shore  Fund,  managed  by 
Burn  III,  T.  Gibbs  Kane  Jr.  and 
DeGulis,  has  a  mere  4.9%  in  cash 
fund's  9.3%  five-year  return  bea 
S&P  by  ten  percentage  points.  "In 
equity  market  there  really  are  opp 
nities,"  Burn  says.  "We  just  need  tc 
our  head  clear  enough  to  try  tc 
those." 

To  do  that  the  trio  searches  for 
panies  trading  at  a  discount  to  the 
torical  valuations.  Royal  Dutch  1 
leum,  racked  by  an  inflated-res 
scandal  a  year  and  a  half  ago,  car 
low-lying  P/E  of  11,  cheaper 
ExxonMobil  (13).  Sound  Shore  t 
Shell's  problems  are  over. 
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WITH  ALL  OUR  MUTUAL  FUND  AND  ETF  CHOICES. 


OVER  6,000  MUTUAL  FUNDS 
AND  EVERY  EtF  SOLD 

INCLUDING: 

|M<  Vanguard'  JANUS    •reyfUs     p  1  ^L£l— 

SELECTASECTDR 

i Shares  SFSDR  SRDRS  streetTRACKs 


art  with  our  wide  range  of  investment  choices,  then  use 
r  powerful  online  tools,  research,  and  expert  advisors  to 
lect  the  right  mix  of  investments  for  your  portfolio. 


Challenge  the  ordinary. 

Be  E->  traordinary 

et  a  free  portfolio  review.  E^ITR  ADE 

all  1  -800-731  -5224  or  visit  etrade.com/superstore  financial* 

u  should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  or  exchange-traded  fund  carefully 
fore  investing.  The  fund's  prospectus  contains  this  and  other  important  information.  For  a  current  prospectus,  please  visit 
flv.etrade.com/mutualfunds  or  visit  the  Exchange-Traded  Fund  Center  at  www.etrade.com/etf.  Read  the  prospectus  carefully 
fore  investing. 

Investment  Specialist  Group  provides  advice  on  mutual  funds,  bonds,  and  asset  allocation.  Customers  are  required  to  complete  additional  forms  and  documentation  in  order  to  receive  such  services, 
erent  commission  structures  may  apply  and  in  some  cases  may  be  less  or  more  than  the  rates  posted  on  the  website, 
urities  products  and  services  are  offered  by  E'TRADE  Securities  LLC,  Member  NASD/SIPC. 
>005  E*TRAL)E  FINANCIAL  Corp.  All  rights  reserved. 
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Bind 

How  To 
Pick  a  Good 

Bond 
Fund 

Enduring  skimpy  disclosure  and 
arcane  jargon  to  find  the  ripest  fruit. 


BY  DANIEL  KRUGER 


FOR  THE  NOVICE  INVESTOR,  PICKING  A  NEW 
bond  fund  entails  a  daunting  search  through 
hidden  costs,  skimpy  disclosure  and  other- 
worldly jargon,  all  for  the  right  to  plunk  down 
money  for  a  small  payoff  that  can  fall  far  short 
of  stocks.  This  pursuit  is  that  much  more  perilous  as 
an  era  of  low  interest  rates  ends,  pushing  prices  down  and  hurt- 
ing bond  portfolios. 

But  bond  beginners  must  summon  the  courage  to  proceed, 
for  keeping  a  well-balanced  investment  lineup  requires  that  they 
understand  and  own  bond  funds.  Bonds  can  offer  a  steadying 
hand  to  a  portfolio  (provided  interest  rates  aren't  going  haywire). 
Bonds  check,  and  sometimes  counteract,  the  stock  market's 
volatile  ups  and  downs.  When  stocks  suffer,  it  can  be  comforting 
to  turn  to  your  bond  stash  and  see  it  slowly,  steadily  gaining.  As 
a  bulwark  to  preserve  capital,  bonds  can  give  you  peace  of  mind 
to  take  on  greater  risks  with  other  investments. 

Fixed-Income's  Best 

We  chose  these  fine  funds  in  four  popular  categories,  for  low 
costs,  durations  (vulnerability  to  rate  changes)  and  turnover. 


PERFORMANCE 
UP  DOWN 

FUND 

FUND 
TYPE 

3-YEAR 
ANNUALIZED 
TOTAL  RETURN 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER  $100 

PORTFOLIO 
TURNOVER 

Vanguard  Short-Term  Bond  Index-lnv 

Index 

3.0% 

2.5 

$0.18 

92% 

Vanguard  Short-Term  Treasury-lnv 

U.S.  Treasury 

2.3 

2.2 

0.24 

108 

Fidelity  Spartan  Short-lntermed  Muni 

Municipal 

2.5 

2.9 

0.49 

45 

Marshall  Short-Term  Income-lnv 

Inv  Grade  Corp 

2.6 

1.3 

0.54 

40 

The  simplest  path:  our  Best  Buy  funds  (see  p.  213),  bas 
largely  on  the  fact  that  they  take  so  little  from  you  in  fees.  The 
includes  the  Vanguard  Short-Term  Bond  Index  Fund,  wh: 
charges  18  cents  per  $100  invested,  and  bans  such  costly  culpi 
as  the  Calvert  Income  Fund,  which  charges  seven  times 
much — $1.20  on  $100,  plus  a  sales  load  of  3.75%  of  assets. 

Raw  cost  is  just  one  of  several  criteria  that  count.  So  we  hs 
added  a  greatest-hits  list  that  considers  costs  but  also  three  otl 
measures;  one  assumes  that  interest  rates  will  continue  their  r 
(see  table).  The  extra  factors: 

Turnover:  Be  wary  of  funds  that  churn  holdings  al 

fast  pace.  Rapid  trading,  indicated  by  turnover  rates  of  10C 
or  higher,  invisibly  saps  a  fund's  assets.  Each  trade  exacts  a  coi 
mission,  and  these  trading  costs  aren't  wrapped  into  t 
expenses  that  a  fund  discloses — the  first,  best  gauge  of  how  w 

a  fund  mana£ 
cares  for  yo 
money.  Nor  < 
funds  have 
report  the 
trading  costs 
the  Securities 
Exchange  Cor 
mission  as  sto 
mutual  fun 


Performance  through  July  31.  Source:  Upper. 
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BE  A  BULL. 
BE  A  BEAR 


JUST  DON'T 

BE  A  SHEER 


E*TRADE  Complete™  integrates  your  stocks,  mutual  funds  and  cash 
assets  and  lets  you  maximize  the  potential  value  of  your  cash  with 
our  easy-to-use  Intelligent  Cash  Optimizer.1 


HHE9 


Secured  by  Challenge  the  ordinary. 

It's  like  a  combination  lock  D«    CA  / 

for  your  online  connection.  D6   L7    I  Id  O  lQ  I  N  Cl  ly  | 


Get  a  free  portfolio  review.  E^  TRADE 

Call  1-800-998-8049  or  visit  etradecomplete.com  financial 


1.  The  Intelligent  Cash  Optimizer  is  available  to  all  Priority  E*TRADE  and  Power  E*TRADE  customers.  It  is  a  unique,  dynamic  cash  management  modeling  tool  that  illustrates  the  earning  potential 
for  uninvested  cash  To  learn  more  about  Power  F*TRADE  and  Priority  E'TRAOE  qualifications,  please  visit  etrade.com. 

This  security  authentication  system  is  based  on  technology  from  RSA  Security  Inc.  RSA,  RSA  logo  and  SecurlD  are  either  registered  trademarks  or  trademarks  of  RSA  Security  Inc.  in  the  United 
States  and/or  other  countries.  RSA  Security  Inc  is  not  affiliated  with  E'TRADE  FINANCIAL  Corp.  or  any  of  its  affiliates  and  is  not  a  sponsor  of  this  program. 
Securities  products  and  services  are  offered  by  E'TRADE  Securities  LLC,  Member  NASD/SIPC. 
©  2005  E'TRADE  FINANCIAL  Corp.  All  rights  reserved. 


Fund 


Survey  BO  I 

do,  because  the  commissions  are  tu»| 
into  the  price  of  the  bonds.  So  turnox, 
a  way  to  estimate  the  costs  of  all  that  t 
ing.  High  turnover  also  can  raise  the 
that  you  might  get  zinged  with  taxe 
capital  gains — a  moot  point  if  the  fui 
in  a  40l(k)  or  similarly  tax-defe: 
account. 

Duration:  Shorter  is  better.  Th 

lingo  for  the  vulnerability  of  a  bo: 
price  to  interest  rate  swings.  In  most  i 
it  measures  how  long  it  takes  for  yo 
rack  up  enough  interest  to  earn  ba 
bond's  purchase  price.  Never  n' 
whether  interest  rates  will  rise.  A  she 
duration  is  lower-risk.  The  Mar 
Short-Term  Income  Fund,  with  a  di 
tion  of  1.3  years,  will  lose  1.3%  of  its 
asset  value  if  rates  climb  one  point. 
Vanguard  Long-Term  Investment  Gi 
Fund,  with  an  1 1-year  duration,  wc 
produce  an  1 1%  loss. 

But  be  warned:  If  interest  rates 
shorter-duration  bonds  trail.  A  declin 
one  point  in  rates  would  produce  gair 
1.3%  in  Marshal  versus  11%  in  the  \ 
guard  fund.  Fidelity  and  other  fund  cc 
panies  list  a  given  bond  fund's  dural 
on  their  Web  sites.  If  it's  not  th 
finance.yahoo.com  lists  a  fund's  dural 
along  with  its  top  holdings. 

Credit  Quality:  Avoid  funds 

load  up  on  junk.  Some  like  to  spice 
returns  with  high-yield  bonds.  But  si 
junk  carries  more  default  risk,  you  n 
to  know  what  junk  is  in  your  fund 
how  much.  But  bond  funds  make  incc 
plete  disclosures  of  their  holdings.  Wl 
funds  list  their  bonds  on  their  own 
sites,  typically  they  list  only  the  largest 
check  out  a  fund's  quarterly  holdi 
report  at  the  SEC  site,  www.sec.gov,  ; 
look  for  form  N-Q;  the  annual  repor 
called  form  N-CSR.  Finding  a  partici 
fund  on  the  site  can  be  vexing,  and 
data  are  two  months  old  by  the  ti 
funds  report  it. 

Adding  to  the  muddle,  bond  fui 
report  holdings  by  the  specific  be 
issue,  rather  than  by  the  company  do 
the  issuing.  So  it's  possible  to  chec 
fund's  biggest  holdings  on  its  Web  i 
and  miss  its  modest  positions  in  an  ar 
of  different  Ford  Motor  bonds,  recer 
declared  junk  by  Standard  &  Poor's. 


\ 


Retiring  early. 


Caring  for  two   ^  1 
generations.  ; 


Saving  for 
i '    twins'  college. 

'        ■  Opening  a 

coffee  house.    1 1 

■  -  ■ 
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You  and  your  financial  needs  are 
unique.  Raymond  James  financial 
advisors  understand  that.  In  addition 
to  one  of  the  most  comprehensive 
ranges  of  financial  services  anywhere, 
they  have  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you. 
That's  a  promise  from  one  of  the  first 
firms  to  focus  on  individual  financial 
planning.  And  it's  why  some  of  the  best 
advisors  have  chosen  to  work  with  us. 
there's  a  culture  of  independence  here. 
One  that's  focused  on  the  individual. 
One  that  works. 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors 

raymondiames.com 


iind 


iooby 
•rize 

ke  a  pass  on 
e  Perkins 
jportunity  Fund. 


Survey  RED  FLAGS 


5ETER  LATTMAN 


ITH  WOEFUL 
performance, 
steep  fees  and 
stubbornly 
provincial 


estment  strategy,  the 
•kins  Opportunity  Fund 
ns  this  year's  Booby  Prize. 
The  fund  is  managed  by  Perkins  Capital 
nagement,  a  family-owned  firm  in  the 
:y  Minneapolis  suburb  of  Wayzata. 
hard  W.  Perkins  and  his  two  sons, 
hard  C.  and  Daniel,  run  the  company, 
ich  includes  mutual  funds  and  separately 
naged  accounts;  Richard  Sr.  and  Daniel 
nanage  the  Perkins  Opportunity  Fund. 
Year-to-date  the  fund  has  fallen  a  disas- 
us  13.6%,  when  the  broad  market  has 
:n  flat.  Over  five  years  the  fund  has 
lined  by  an  average  6.3%  a  year,  under- 
forming  the  S&P  500  by  four  percentage 
nts  a  year.  Its  three-year  relative  perfor- 
nce  is  even  uglier:  The  Perkins  fund 
ned  3.4%  annualized  versus  a  10.6% 
rly  gain  for  the  S&P  index. 
The  fund  has  only  23  companies  in  its 
'tfolio,  and  less  diversity  means  more 
Worse,  it  has  an  obsession  with  Min- 
iota  companies — nine  of  the  fund's 
dings  are  based  in  the  Gopher  State, 
it's  40%;  only  2.6%  of  the  S&P  500  call 
nnesota  home.  "You  tend  to  be  more  in 
ch  with  the  companies  that  are  close  to 
W  says  Daniel  Perkins.  "Sometimes 
l'll  read  about  them  in  the  local  paper, 
1  then  they're  easier  to  go  visit." 
But  would  Warren  Buffett  invest  pri- 
rily  in  Nebraska  companies?  Some  of 
kins'  homegrown  investments  are  real 


lulus.  Insignia  Systems,  a  marketing  outfit 
in  Maple  Grove,  Minn.,  is  beset  by  allega- 
tions of  deceptive  sales  practices  and  j 
unfair  competition  (which  it  denies). 
Insignia  has  lost  90%  of  its  market  value 
in  less  than  three  years,  yet  the  fund 
doggedly  holds  on  to  most  of  its  position. 
"We  should' ve  sold,"  Dan  Perkins  admits. 

Possis  Medical,  a  medical  device  | 
maker  in  Minneapolis,  lost  two-thirds  of 
its  market  value  last  year  after  a  clinical 
study  showed  its  clot -removing  gadget, 
Angiojet,  was  a  flop.  It  accounts  for  98%  j 
of  the  company's  sales,  but  Perkins  is 
hopeful:  "The  device  is  good.  They're 
going  to  do  a  new  study." 

Perkins  has  some  winners.  The 
fund's  biggest  position,  music  retailer 
Guitar  Center  of  Wesdake  Village,  Calif.,  I 
has  fared  admirably.  Cash  America  f 
International,  the  world's  largest  pawn-  j 
shop  operator  and  one  of  Perkins'  five  I 
biggest  holdings,  got  clobbered  earlier  \ 
this  year  after  an  earnings  miss,  but  the  I 
Fort  Worth  company  is  climbing  back. 

Still,  the  fund  finds  itself  in  a 
redemption  death  spiral — a  dinky  $1 1  : 
million  is  left  in  its  accounts.  The 
remaining  investors  pay  dearly  for  the 
privilege,  with  yearly  expenses  at  2.5%  j 
of  assets.  F 
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l,  hi  ' 

First  Tee 


The  First  Tee 
.  Nine  Coke 

VAl  UES: 


HONESTY 


INTEGRITY 


SPORTSMANSHIP 


RESPECT 


CONFIDENCE 


RESPONSIBILITY 


PERSEVERANCE 


COURTESY 


JUDGMENT 


The  First  Tee  and  Golf's 
Commitment  to  Kids  I 

urely,  the  game  of  golf  is  unique  in  the  manner  in  which  it  touches  the  lives  of  i 
who  play  it.  Perhaps  that  is  why  golfers  traditionally  have  sought  to  find  ways  1 
give  something  back  to  the  game  they  love,  both  as  individuals  and  institutions 
One  clear  example  is  the  PGA  TOUR,  which  will  exceed  the  $1 -billion  ma 
cumulative  charitable  contributions  this  year.  No  other  sport  comes  even  close 
that  record.  And  the  games  history  is  replete  with  stories  of  golfers  who  went 
of  their  way  to  give  youngsters  help  with  educational  or  career  opportunities.  < 
that  in  mind,  the  wonder  isn't  that  The  First  Tee  has  become  so  successful  so 
quickly,  but  rather  that  no  one  thought  of  doing  something  like  it  years  before 


Camaraderie  i 
heart  of  golfs 


USGA 

The  First  Tee 
Founding  Partners 


The  First  Tee  was  created  in  1997,  as  an 
initiative  of  the  World  Golf  Foundation.  Its 
goal  was  to  introduce  young  people  from 
every  socioeconomic  background  to  golf. 
Every  major  golf  organization  in  the 
United  States  —  the  PGA  TOUR,  United 
States  Golf  Association,  the  PGA  of 
America  and  the  Ladies  Professional  Golf 
Association,  as  well  as  the  Augusta 
National  Golf  Club  —  signed  on  as  founding  partners,  as 
did  a  wealth  of  corporate  partners  such  as  the  Shell  Oil 
Company,  the  founding  corporate  partner,  the  Royal  Bank 
of  Scotland  and  PricewaterhouseCoopers. 

As  a  practical  matter,  The  First  Tee  provides  golf  learn- 
ing facilities  —  often  in  collaboration  with  state  and  local 
governments  —  that  give  children  places  to  learn  the 
game  and  its  life-enhancing  values.  As  a  part  of  this,  The 
First  Tee  Life  Skills  Experience™  provides  a  curriculum 
that  teaches  youngsters  the  fundamentals  of  self- 
management,  interpersonal  communication,  goal- 


c/lUOUSTA 

National 


setting,  mentoring  others  and  conflic 
olution.  This  is  reflected  in  its  mi: 
statement,  which  is:  "To  impact  the 
of  young  people  by  providing  learning 
ties  and  educational  programs  that  pre 
character  development  and  life-enhai 
values  through  the  game  of  golf." 

The  program's  growth  has  been  na 
short  of  phenomenal.  In  2001 ,  there 
60,000  participants  nationwide.  This  year  the  projf 
number  is  180,000,  bringing  the  total  number  of 
who  have  been  touched  by  The  First  Tee  to  over  600 
In  addition,  this  year  the  total  number  of  The  Firs 
learning  facilities  is  expected  to  total  more  than  250 
affiliate  golf  courses  will  reach  almost  600. 

"Thanks  to  the  continued  support  of  the  golf  indi 
our  corporate  partners,  national  trustees  and  dedic 
staff  and  volunteers,  The  First  Tee  is  flourishing 
effort  to  impact  the  lives  of  young  people  and 
communities  in  which  they  live,"  said  Joe  Louis  Ban 
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hanks  to  the  continued  support  of  the  golf  industry,  our  corporate  partners,  national 
trustees  and  dedicated  staff  and  volunteers,  The  First  Tee  is  flourishing  in  its  effort  tj 
impact  the  lives  of  young  people  and  the  communities  in  which  they  live." 
-Joe  Louis  Barrow,  Jr.,  Executive  Director,  The  First  Tee 


Luke  Donald  and  a  young  player 

Jr.,  the  executive  director  of  The  First  Tee. 

Beyond  learning  golfing  skills,  participants  in  The 
First  Tee  incorporate  into  their  lives  the  nine  core 
values  that  golf  imbues:  honesty,  integrity,  sportsman- 
ship, respect,  confidence,  responsibility,  perseverance, 
courtesy  and  judgment.  This  is  at  the  heart  of  the  program, 
as  Tim  Finchem,  the  commissioner  of  the  PGA  TOUR, 
stresses  at  every  opportunity. 

"The  First  Tee  is  truly  unique  in  that  not  only  are 
young  people  taught  the  game  of  golf,  they  are  taught 
the  values  that  make  golf  such  a  special  sport  and  learn 
how  they  can  be  applied  to  everyday  life,"  said  Finchem. 
"The  real  importance  of  the  program  is  that  each  child 
who  comes  to  a  Chapter  of  The  First  Tee  has  a 
meaningful  and  quality  experience.  But  it  also  is 
essential  that  everyone  involved  with  The  First  Tee 
believes  he  or  she  is  making  a  difference  by  working 
with  these  youth." 

The  First  Tee  could  not  have  enjoyed  the  success 
it  has  without  the  support  it  has  received  from 
corporations  like  the  Royal  Bank  of  Scotland  and 
PricewaterhouseCoopers. 

As  a  National  Trustee,  RBS  has  developed  several  new 
programs  to  support  The  First  Tee  including  the  RBS/The 
First  Tee  Mentor  Program  and  the  RBS  Achievers  of  the 
Year  Award.  In  addition,  RBS  has  sponsored  golf  clinics 
conducted  by  Team  RBS  members  Jack  Nicklaus,  Luke 
Donald,  Charles  Howell  III  and  Paula  Creamer  at  various 
local  Chapters  of  The  First  Tee. 

"Our  support  of  golf  goes  back  over  100  years,  and 
supporting  The  First  Tee  sits  well  with  our  'Make  It 
Happen'  philosophy.  We  know  from  our  own  experience 
that  practical  help  can  make  a  real  difference  to  the  lives 


Mastering  the  mysteries  of  the  golf  swing  is  just  one  of  The  First  Tee's  lesson 


of  young  people  and  through  the  programs  \. 
developed,  including  the  RBS  Achievers  of  the  Year/ 
and  the  RBS/The  First  Tee  Mentor  Program, 
working  to  achieve  that,"  said  Fred  Goodwin,  group 
executive  for  the  Royal  Bank  of  Scotland  Group.  "v\ 
also  heavily  involved  with  the  community  throug; 
Citizens  Bank  and  Charter  One  businesses,  and  a 
activity  in  the  U.S.  grows,  so  too  will  our  commitme 
the  communities  in  which  we  do  business." 

Professional  services  giant  PncewaterhouseCoc 
has  enjoyed  a  long  involvement  with  The  First  Tee 
in  2004  and  2005  hosted  The  First  Tee  Scholars 
executive  forum  at  THE  PLAYERS  Championship. 

"At  PricewaterhouseCoopers,  we  believe 
helping  our  youth  expand  their  horizons  and  e 
the  opportunity  to  learn  and  exercise  new  ski! 
strong  values  will  undoubtedly  inspire  ther 
explore  new  worlds  and  succeed  —  in  the  g 
of  golf,  in  business  and,  most  importantly,  in 
said  Dean  Kern,  United  States  markets  lea 
"We're  proud  to  make  such  an  important  investr 
in  the  future  of  our  world  and  happily  sponsor 
First  Tee  program." 

One  of  the  highlights  of  the  year  for  a  select  groi 
participants  is  the  Wal-Mart  First  Tee  Open  at  Pe 
Beach.  Televised  on  NBC  and  The  Golf  Channel, 
tournament  teams  kids  with  Champions  Tour  pla> 
Last  year's  inaugural  event  was  won  by  Craig  Stt 
and  Aaron  Woodard  from  The  First  Tee  of  Denver. 

"Winning  the  Wal-Mart  First  Tee  Open  at  Pe 
Beach  reinforced  that  if  I  set  goals  for  myself,  I 
the  ability  to  accomplish  anything,"  said  Woodard. 

Spoken  like  a  true  champion. 


at  exactly  can  golf  teach  a  child  about  life? 


humili 


courage 
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re  proud  to  support  The  First  Tee  organization  and 
forts  to  bring  the  great  game  of  golf  to  more  kids, 
mtribute,  visit  www.thefirsttee.org 
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PricewaterhouseCoopers  LLP.  All  rights  reserved.  •PricewaterhouseCoopers"  refers  to  PricewaterhouseCoopers  LLP  (a  Delaware  limited  liability  partnership)  or,  as  the  context 
,  other  member  firms  of  PricewaterhouseCoopers  International  Limited,  each  of  which  is  a  separate  and  independent  legal  entity,  •connectedthmking  is  a  trademark  of 
tertiouseCoopers  LLP  (US). 


Funds 


The 


Calamos 
Growth  Fund-A 

Multiple  managers  800-582-6959 


Honor  Rol 

Here  are  our  storied  ten  best.  And  the  reigning  champ 
again  is  Calamos  Growth,  whose  stock-picking  prowess 
makes  it  the  number  one  fund  three  years  in  a  row. 


MARKET  PERFORMANCE 
UP  DOWN 


ANNUAL  TOTAL  RETURN 

19°/t 


RESULTS  ON  $10,000  INVESTED 2  $55,485 

MAXIMUM  SALES  CHARGE  NO  LOAD 
ANNUAL  EXPENSES  PER  $100  $1.17 
YEARLY  PORTFOLIO  TURNOVER3  22% 


YEARLY  PORTFOLIO  TURNOVER3 


New  to  list  this  year.  Managed  out  of 
Chicago  by  the  73-year-old  Robert  Bruce 
for  22  years,  along  with  son  Jeffrey. 
Smallest  fund  in  2005  Honor  class,  with 
assets  of  $90  million.  Relatively  obscure 
fund  finally  eligible  for  Honor  Roll 
consideration  this  year  as  its  assets 
passed  our  $50  million  threshold.  Its 
objective  is  long-term  capital  appreciation 
from  stocks  and/or  bonds. 


BY  MEGAN  JOHNSTON 


RESULTS  ON  $10,000  INVESTED 2 

$59,993 

MAXIMUM  SALES  CHARGE 

4.75% 

ANNUAL  EXPENSES  PER  $100 

$1.23 

YEARLY  PORTFOLIO  TURNOVER3 

63% 

Bruce 
Fund 

Robert  Bruce  800-872-7823 

BACK  IN  2003  NICK  P.  CALAMOS  WAS  MULLING  OVER  WHETHER  TO  BUY  Al 
Computer  stock  for  his  Calamos  Growth  portfolio.  "A  lot  of  people  thoug 
was  a  value  stock,  not  a  growth  stock,"  says  Nick,  43,  who  manages  the  grov 
tilted  fund  with  his  uncle  John  Calamos  Sr.  and  John's  son  John  Jr.  They  loa 
up.  Apple,  now  its  largest  holding,  has  since  split  and  quadrupled  in  price 
The  Calamoses'  foresight  paid  off,  as  usual.  They  had  owned  Apple  in  the  late 
and  dumped  it  when  they  doubted  the  tech  rally  could  last.  Most  growth  funds  v 
burned  when  tech  tanked  in  2000.  That  year  Calamos  Growth  earned  36  percem 
points  more  than  the  average  midcap  growth  fund  and  has  beat  its  category  ever  sil 
Astute  maneuvers  like  these  place  Calamos  Growth  first  on  our  Honor  Roll  for 
third  straight  year,  in  a  period  when  small-company  and  value-oriented  funds  h 
romped.  This  fund  has  returned  an  annualized  21%  over  ten  years,  twice  the  rise  ini 


Muhlenkamp 
Fund 


Ronald  Muhlenkamp  800-860-3863 


Mairs  &  Power 
Growth  Fund 


William  Frels  800-304-7404 


RESULTS  ON  $10,000  INVESTED 2  $50,801 

MAXIMUM  SALES  CHARGE  NO  LOAD 

ANNUAL  EXPENSES  PER  $100  $1.14 

YEARLY  PORTFOLIO  TURNOVER3  7% 


ANNUAL  EXPENSES  PER  $100 
YEARLY  PORTFOLIO  TURNOVER3 


RESULTS  ON  $10,000  INVESTED 2  $50, 342 
MAXIMUM  SALES  CHARGE  NO  LOAD  I 

ANNUAL  EXPENSES  PER  $100  $0.73 

YEARLY  PORTFOLIO  TURNOVER3  3% 


ANNUAL  EXPENSES  PER  $100 
YEARLY  PORTFOLIO  TURNOVER3 


Ronald  Muhlenkamp's  eponymous  portfolio 
is  back  here  for  the  fifth  consecutive  year. 
He  emphasizes  sustainable  return  on  equity 
in  his  stock  picking.  He  also  prefers  to  buy 
stocks  where  the  premium  to  book  value  is 
lower  than  expected.  Muhlenkamp,  who's 
been  running  this  low-turnover  fund  for  17 
years,  doesn't  trade  a  lot  and  tends  to  hold 
stocks  for  long  periods.  The  result  is  a  tax- 
efficient  portfolio. 


Welcome  back,  old  friend  Mairs  &  Power 
Growth.  On  the  Honor  Roll  for  seven  of  tl 
past  nine  years,  missing  in  1999  and 
2004.  Longtime  manager  George  Mairs 
retired  June  2004.  The  now-solo  fund 
manager  William  Frels  didn't  have  enougl 
management  tenure  as  of  last  year  for  j 
Mairs  &  Power  Growth  to  qualify.  A  true 
buy-and-hold  investor.  Pace  of  annual 
portfolio  turnover  is  glacial. 


See  footnotes  on  page  210. 
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500.  The  showings  are  so  spectacular  they  overwhelm  the 
n  on  investors'  returns  from  its  4.75%  upfront  sales  load, 
[ohn  Sr.,  65,  credits  the  fund's  success  with  an  intensive  risk- 
lagement  process.  "We  don't  get  caught  up  in  just  a  good 
i  that's  not  priced  properly  in  the  market."  The  elder 


Calamos  founded  Calamos  Investments  in  1977 
with  a  focus  on  convertibles,  which  start  as 
bonds  or  preferred  and  can  change  to  common 
at  a  fixed  price.  Calamos  Growth,  launched  in 
1990,  came  as  an  offshoot  of  John  Sr.'s  experi- 
ence. "To  really  understand  convertibles,  we 
thought  we  really  needed  to  understand  equi- 
ties," he  says. 

The  fund's  stock-picking  process  includes  a 
scan  of  companies  growing  faster  than  their 
peers,  a  risk  evaluation  of  balance  sheets  and  the 
stability  of  cash  flows,  and  a  hard  look  at  valua- 
tion, to  see  if  a  stock  is  worth  the  price.  The 
process  spits  out  135  or  so  possible  buys. 

What  Calamos  buys  hinges  in  part  on  its  eco- 
nomic forecast.  Right  now  its  outlook  is  bullish. 
So  the  fund  is  overweight  in  technology  and  is 
expanding  in  specialty  retail  (smaller  chains) — 
both  tend  to  do  well  in  flush  times.  Bullishness 
has  led  to  some  bumps  for  the  fund  in  2005,  a 
blah  year  for  stocks  so  far.  Two  of  its  largest  hold- 
ings, Amazon  and  Ebay,  slipped  in  the  first  quar- 
ter and  have  straggled  since.  Year-to-date  the 
fund  has  returned  negative  0.7%,  trailing  the  S&P  500.  But  in  July 
both  stocks  popped  back  on  strong  second-quarter  sales. 

"What  was  a  negative  for  the  first  six  months  looks  to  be  a 
positive  again,"  says  Nick.  After  all,  his  investors  are  used  to 
hearing  good  news  from  Calamos.  F 


>eley  Small  Cap 
due  Fund 

n  Keeley  Jr  888-933-5391 


MARKET  PERFORMANCE 

UP 

DOWN 

ANNUAL  TOTAL  RETURN 1 

15°/< 


SULTS  ON  $10,000  INVESTED 2  $46,612 
bOMUM  SALES  CHARGE  4.50% 

NUAL  EXPENSES  PER  $100  $1.51 

ARLY  PORTFOLIO  TURNOVER3  30% 


he  Honor  Roll  for  second  year  in  a 
Keeley  and  Calamos  are  the  only  two 
funds  on  the  2005  list,  just  like  last 
.  Chicago's  John  Keeley  Jr.  buys 
panies  Wall  Street  tends  to  disdain, 
prefers  five  kinds:  those  exiting 
kruptcy,  those  cheap  relative  to  book 
e,  spun-off  subsidiaries,  utilities,  plus 
Is  and  mutual  insurers  that  convert  to 
lie  ownership. 


Stratton  Small-Cap 
Value  Fund 

Multiple  managers  800-634-5726 

MARKET  PERFORMANCE 
UP  DOWN 


RESULTS  ON  $10,000  INVESTED 2  $42,255 

MAXIMUM  SALES  CHARGE  NO  LOAD 
ANNUAL  EXPENSES  PER  $100  $1.47 
YEARLY  PORTFOLIO  TURNOVER3  17% 


New  to  the  Honor  Roll  in  2005.  Run  by 
James  Stratton  and  Gerald  Van  Horn  of 
Stratton  Management  in  Plymouth 
Meeting,  Pa.  Looks  for  well-established 
companies  with  good  earnings  prospects 
that  appear  to  be  undervalued  by  the 
market.  Seeks  long-term  capital 
appreciation.  Ranked  among  the  top  3% 
of  small-blend  funds  for  five-year 
performance,  according  to  Morningstar. 


Third  Avenue 
Value  Fund 

Martin  Whitman  800-443-1021 


On  the  Honor  Roll  for  three  of  last  four 
years.  Run  by  80-year-old  nonconformist 
Martin  Whitman.  Deep-value  investor, 
eclectic  holdings.  Likes  cheap  but  safe 
companies  with  low  debt  and  strong 
balance  sheets.  Foreign  stocks  are  30%  of 
assets.  Very  low  turnover.  Whitman  writes 
intelligent,  thoughtful  and  informative 
letters  to  shareholders.  Kmart  (now  Sears 
Holdings)  a  big  win  for  Whitman. 
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Fund  Surrey,  THE  HLOJVLQ  R 


ROLL 


How  We  Find 
The  Very  Best 

The  test  is  stringent:  A  fund  needs 
consistency  and  great  long-term  returns 
to  make  the  grade. 


BY  WILLIAM  HEUSLEIN 


WHILE  CHICHI  (AND  EXPENSIVE)  HEDGE  FUNDS 
make  for  fun  cocktail  chatter,  what's  really  sexy  is 
making — and  keeping — some  serious  money  and 
not  getting  stressed  about  it.  That's  what  we  aim 
for  in  our  annual  Honor  Roll.  The  funds  here  tend 
to  have  the  virtue  of  consistency  coupled  with  a  knack  for  logging 
impressive  long-term  results. 

Our  ten-member  Honor  Roll  of  2005  has  a  familiar  cast, 
with  six  holdovers  from  last  year.  It  is  two  years  in  a  row  now 
that  we've  had  a  60%  retention  rate.  By  contrast,  in  2003  only 
four  funds  were  returnees.  Three  newcomers  join  the  list  this 
time:  Bruce  Fund,  Delafield  Fund  and  Stratton  Small-Cap  Value. 


Honor  Roll  veteran  Mairs  &  Power  Growth  returns  after  a 
year  absence.  Four  funds  from  the  2004  roster  are  no-show 
time.  They  didn't  keep  up  with  their  competitors. 

Dropouts  Weitz  Value  and  Thompson  Plumb  Growtl 
missed  the  cut  this  year,  landing  in  the  1 1th  and  12th  spots 

The  criteria  for  making  the  Honor  Roll  are  pretty  tc 
First  we  look  at  how  well  funds  have  performed  over  four 
ket  cycles,  from  Jan.  31, 1994  through  the  end  of  July  2005, 
our  letter  grades.  Funds  have  to  earn  a  B  grade  or  higher  di 
down  markets — and  at  least  a  C  in  up  markets. 

Next  we  want  managers  to  have  been  on  the  job  for  nc 
than  six  years.  Portfolio  diversification  is  a  prerequisite,  w 
means  really  good  sector  funds  like  Samuel  Lieber's  Alpine- 
Real  Estate  Equity  aren't  eligible  for  the  Honor  Roll.  (Lie 
portfolio  scored  an  A  for  up  market  performance  and  an  A 
its  down  market  showing.)  We  also  ban  funds  closed  to 
investors,  like  former  Honor  Roll  member  FPA  Capital. 

Then  we  examine  long-term  performance  in  dollar  te 
We  look  at  the  hypothetical  results  after  taxes  and  any  sales  c 
missions  for  an  upper-income  investor  who  deployed  $10 
on  Jan.  31,  1994.  Yes,  we  figure  in  the  tax  on  distributed  ca 
gains  but  not  on  the  unrealized  appreciation  in  the  fu 
shares.  As  of  the  end  of  July  2005  you  would  have  at  I 
quadrupled  your  money  in  any  of  these  ten  Honor  Roll  fu 
over  that  span  of  time.  Now  that's  sexy. 


Osterweis 
Fund 


Delafield 


John  Osterweis  866-236-0050 


MARKET  PERFORMANCE 
UP  DOWN 


I 


Fund 

Multiple  managers  800-221-3079   

MARKET  PERFORMANCE 
UP  DOWN 


Weitz  Partners 
Value  Fund 


Wallace  Weitz  800-232-4161 

MARKET  PERFORMAN 
UP  ■ 


RESULTS  ON  $10,000  INVESTED 2 
MAXIMUM  SALES  CHARGE 
ANNUAL  EXPENSES  PER  $100 
YEARLY  PORTFOLIO  TURNOVER3 


$41,875 
NO  LOAD 
$1.32 
38% 


RESULTS  ON  $10,000  INVESTED 2  $41,299 

MAXIMUM. SALES  CHARGE  NO  LOAD 

ANNUAL  EXPENSES  PER  $100  $1.3  2a 
YEARLY  PORTFOLIO  TURNOVER3  55% 


Second  year  in  a  row  on  the  list.  Working 
from  San  Francisco,  Stanford  M.B.A.  John 
Osterweis  uses  free  cash  flow— cash  flow 
from  operations  minus  capital  spending— 
to  evaluate  stocks.  He  looks  for  those 
that  seem  to  be  undervalued  or  otherwise 
out  of  favor.  Health  care  is  Osterweis' 
biggest  industry  exposure,  with  22%  of  the 
fund's  equity  investments.  Media  and 
entertainment  next  largest,  at  17%. 


YEARLY  PORTFOLIO  TURNOVER3 


New  to  list  in  2005.  Headed  up  by  J. 
Dennis  Delafield  and  Vincent  Sellecchia 
since  1993  inception.  Strategy  of  scoping 
out  knocked-down  stocks  helps  limit  risk, 
and  helps  Delafield  earn  a  high  mark  for 
capital  preservation.  As  of  midsummer 
had  17%  of  assets  in  cash.  Thinks  market 
is  fully  valued,  and  so  is  cautious.  Likes 
Honeywell  International,  Foot  Locker, 
Newell  Rubbermaid. 


On  the  Honor  Roll  for  third  straight  yeai 
Run  by  Omaha's  other  famous  investor, 
Wallace  Weitz.  Fittingly,  Warren  Buffett 
Berkshire  Hathaway  is  among  the  bigge 
holdings.  Sibling  Weitz  Value  Fund,  whic 
is  very  similar  to  Partners  Value  in  looks 
and  performance,  just  missed  making  th 
Honor  Roll  for  the  sixth  consecutive  yea 
this  time.  Both  Weitz  funds  are  laggards 
so  far  in  2005,  but  long-term  winners. 


a:  Net  of  absorption  of  expenses  by  fund  sponsor.  'Total  return  (average  annual)  for  domestic  funds:  from  1/31/94  to  7/31/05  before  deducting  loads  and  taxes  hypothetical  value  on  7/31 
of  $10,000  invested  1/31/94.  after  load  and  taxes.  Assumptions:  Capital  gains  and  income  distributions  are  taxed  at  the  highest  marginal  rate  in  effect  at  the  time  Loads  applied  at  7/31/05 
'Lesser  of  security  sales  or  purchases  divided  by  average  net  assets.  Sources:  Forbes;  Upper;  Morningstar. 
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3  pm.  Waiting  for  data,  ordering  dinner. 


I'll  start  with  A-3. 
For  the  entree,  F-5. 


Your  potential.  Our  passion. 

Microsoft 


The  I  CAN'T  LEAVE  UNTIL  THE  DATA  COMES  IN  era  is  over. 


Microsoft*  Office  has  evolved.  Have  you?  After  all,  the  way  we  work  has  changed.  In 
today's  workplace,  you  need  to  get  your  data  from  anywhere — not  just  your  desk.  That's 
Why  the  latest  version  of  Microsoft  Office  allows  you  access  from  almost  anywhere,  on 
your  terms.  Go  beyond  typical  cell  phones  and  Web-based  e-mail.  Step  up  to  "desk-like" 
connectivity  to  your  data  through  a  variety  of  Windows  Mobile™-based  devices.  It's  time 
to  evolve  the  way  you  work.  Discover  how  at  microsoft.com/office/evolve 


We're  still  using  Office  97. 


I  believe  an  upgrade  is  in  order. 


Microsoft* 


Office 


005  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  the  Office  logo,  Windows  Mobile,  and  "Your  potential.  Our  passion.'  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 


Fund 


Survey 


Best  Buys 

Low  overhead  and  prudent  investing. 

Few  managers  can  deliver  above-average  returns  over  the  long  term  in  up  and  down 
markets  alike.  And  regardless  of  what  the  market  is  doing,  overhead  costs  erode  fund 
performance.  The  lower  the  costs,  the  better.  Our  Best  Buy  funds  take  both  costs  and 
performance  into  account.  We  define  costs  as  the  annual  expenses  per  $100  in 
assets  plus  one-fifth  of  the  sales  charge,  if  any.  For  Best  Buys  we  gauge 
risk-adjusted  performance  over  five  years.  For  equity  funds,  costs  and 
performance  are  equally  weighted.  For  bond  funds,  in  which 
management  is  less  relevant,  costs  are  more  important. 

— Fei  Mei  Chan  s&J0^k 


f 


Stock  Funds 


PERFORMANCE 
UP  DOWN 

FUND/800  PHONE 

5-YEAR 
ANNUALIZED 
TOTAL 
RETURN 

1-YEAR 
TOTAL 
RETURN 

'  ASSETS 
7/31/05 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET 
CAP 
(SBIL) 

TAX 
GRADE- 

EXPENSES 
PER 
$100 

STOCK  FUNDS 

F 

T  Rowe  Price  Capital  Appreciation/225-5132 

14.3  % 

15.8  % 

$6,726 

22 

$21.9 

5 

$0.78 

•C 

Vanguard  Selected  Value/662-7447 

16.1 

29.1 

3,670 

22 

5.1 

3 

0.60 

B 

Target  Small  Cap  Value/225-1852 

19.7 

31.7 

264 

23 

1.7 

5 

0.82 

D 

l 

UMB  Scout  Small  Cap/996-2862 

15.5 

20.0 

360 

32 

0.7 

5 

0.89 

D 

Yacktman  Fund/525-8258 

18.4 

12.5 

499 

25 

28.2 

5 

0.95 

•B 

Vanguard  Strategic  Equity/662-7447 

12.9 

29.6 

4,958 

20 

3.0 

5 

0.45 

C 

Pennsylvania  Mutual-lnv/221-4268 

16.2 

25.5 

2,449 

22 

0.9 

5 

0.89 

C 

Mairs  &  Power  Growth  Fund/304-7404 

11.6 

14.6 

2,488 

23 

13.1 

4 

0.73 

•F 

American  Century  Equity  lncome-lnv/826-8323 

12.9 

12.2 

5,214 

19 

17.7 

5 

0.99 

C 

Fidelity  Value  Fund/343-3548 

15.6 

27.1 

12,913 

26 

5.8 

3 

0.95 

BALANCED  FUNDS 

D 

Vanguard  Wellesley  lncome-lnv/662-7447 

8.7 

9.3 

11,805 

17 

45.0 

0.26 

D 

Berwyn  Income  Fund/992-6757 

10.5 

7.9 

242 

20 

3.5 

0.64 

B 

Vanguard  Wellington  Fund-lnv/662-7447 

8.2 

13.5 

36,981 

20 

42.5 

0.31 

B 

Oakmark  Equity  &  lncome-l/625-6275 

12.5 

10.6 

9.292 

20 

14.6 

0.92 

A 

Fidelity  Balanced  Fund/343-3548 

8.0 

18.0 

14,592 

23 

10.7 

0.67 

INDEX  FUNDS 

•D 

Vanguard  REIT  index-inv/662-7447 

19.2 

40.7 

7,391 

35 

3.2 

5 

0.21 

B 

Vanguard  Small-Cap  lndex-lnv/662-74472 

8.5 

26.8 

10,201 

25 

1.3 

4 

0.23 

B 

Vanguard  Balanced  lndex-lnv/662-74472 

3.0 

12.2 

7,752 

23 

22.3 

0.20 

B 

Vanguard  Value  lndex-lnv/662-74472 

3.7 

17.6 

6,637 

18 

43.9 

4 

0.21 

SEE  FOOTNOTES  ON  PAGE  213                             FOR  MORE  FUNDS  GO  TO: 

WWW.FORBES.COM/FUNDSURVEY 
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Fund 


Survey  BEST  BUYS 


Stock  Funds 


FUND/800  PHONE 

5-YEAR 
ANNUALIZED 
TOTAL 
RETURN 

1-YEAR 
'  TOTAL 
RETURN 

ASSETS 
7/31/05 
(SMIL) 

WEIGHTED 
AVERAGE 
P/E 

MEDIAN 
MARKET 
CAP 

($BIL) 

TAX 
GRADE1 

EXPENSES 
PER 
$100 

MINIMUM 
INITIAL 
INVESTMENT 

GLOBAL  FUNDS 

Vanguard  Global  Equity/662-7447 

11.1  % 

24.6  % 

$2,077 

18 

$11.8 

5 

$0.90 

$3,000 

Oakmark  Global-l/625-6275 

19.4 

21.2 

1,775 

18 

12.3 

2 

1.26 

1,000 

Pearl  Total  Return/866-747-9030 

9.6 

20.9 

83 

20 

4.1 

5 

0.98 

1,000 

RS  Value  Fund/766-3863 

18.2 

36.2 

1,228 

27 

4.4 

1 

1.49 

5,000 

Polaris  Global  Value/888-263-5594 

14.8 

23.0 

230 

17 

5.0 

3 

1.48 

2,500 

FOREIGN  FUNDS 

Oakmark  International  Fund-l/625-6275 

10.2 

24.3 

5,598 

16 

16.1 

4 

1.20 

1,000 

Vanguard  International  Value/662-7447 

4.7 

23.5 

3,323 

17 

21.5 

4 

0.56 

3,000 

Exeter  World  Opportunities  Series/466-3863 

7.5 

24.1 

178 

26 

7.6 

5 

1.26 

2,000 

American  Beacon  Intl  Equity-PA/388-3344 

4.8 

20.6 

2,214 

16 

25.7 

5 

1.02 

2,500 

Harbor  lnternational-lnv/422-1050 

6.4 

21.9 

9,828 

18 

24.3 

5 

1.31 

2,500 

EUROPEAN  FUNDS 

US  Global  Eastern  European/873-8637 

30.8 

54.2 

668 

17 

5.9 

3 

1.78 

5,000 

Fidelity  Europe/343-3548 

3.0 

39.1 

2,561 

22 

14.1 

4 

1.04  a 

2,500 

Fidelity  Europe  Capital  Appreciation/343-3548 

4.2 

28.0 

489 

18 

13.2 

3 

1.22 

2,500 

PACIFIC  FUNDS 

Fidelity  Japan  Smaller  Cos/343-3548 

5.0 

11.6 

1,204 

26 

1.1 

5 

1.04 

2,500 

Matthews  Korea  Fund/789-2742 

21.2 

61.3 

169 

18 

2.8 

5 

1.31a 

2,500 

T  Rowe  Price  New  Asia/225-5132 

6.2 

45.3 

1,239 

19 

3.6 

2 

1.09 

2,500 

rn  from  July  31.  2000  through  July  31,  2005.  'Fund  rated  for  three  periods  only  (two  for  junk  bond  funds);  maximum  allowable  grade  A.  a:  Net  of  absorption  of  expenses  by  fund  sponsor, 
based  on  past  performance;  ranking  from  1  (best)  to  5  (worst).  2May  impose  annual  $10  account  maintenance  fee.  Sources:  Forbes;  Upper;  Morningstar. 

Bond  Funds 

FUND/800  PHONE 

5-YEAR 
ANNUALIZED 
TOTAL 
RETURN 

1-YEAR 
TOTAL 
RETURN 

SEC 
YIELD 

ASSETS 
7/31/05 
($MB.) 

.  AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

MINIMUM  , 
INITIAL 
INVESTMENT 

TAXABLE-US.  TREASURY 

Vanguard  Long-Term  Treasury-lnv/662-7447 

8.9  % 

11.5  % 

4.6% 

$2,108 

9.9 

$0.24 

$3,000 

Vanguard  Intermediate  Treasury-lnv/662-7447 

7.3 

3.8 

3.6 

3,871 

4.9 

0.24 

3,000 

American  Century  Target  2020-1/826-8323 

10.9 

18.9 

4.8 

193 

16.5 

0.57 

2,500 

Vanguard  Short-Term  Treasury-lnv/662-7447 

4.9 

1.5 

2.7 

3,308 

2  2 

0.24 

3.000 

TAXABLE  GINNIE  MAE 

Vanguard  GNMA  Fund-lnv/662-7447 

6.5 

4.7 

4.6 

24,533 

3.1 

0.20 

3,000 

Payden  GNMA-R/572-9336 

6.5 

4.7 

4.6 

116 

3.4 

0.50 

5,000 

USAA  GNMA  Trust/531-8448 

6.0 

3.6 

4.3 

587 

3.0 

0.47 

3,000 

Fidelity  Ginnie  Mae/544-6666 

6.0 

4.1 

4.1 

4,023 

4.2 

o.eo 

2,500 

FOR  MORE  FUNDS  GO  TO 

;  WWW.F0RBES.COM/FUNDSURVEY 

■ 
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Fund 


Survey  BEST  BUYS 


Bond  Funds 


PERFORMANCE 
UP  DOWN 

^               FUND/800  PHONE 

5-YEAR 
ANNUALIZED 
TOTAL 
RETURN 

1-YEAR 
TOTAL 
RETURN 

SEC 
YIELD 

ASSETS 

7/31/05 
(SMIL) 

AVERAGE 
DURATION 
(YEARS) 

EXPENSES 
PER 
$100 

TAXABLE- JUNK 

D 

Westcore-Flexible  Income/392-2673 

9.5  % 

11.6% 

7.2% 

$175 

4.6 

$0.85 

NB  High  Income  Bond-lnv/877-9700 

7.6 

6.7 

5.3 

857 

3.7 

0.89 

A 

American  Funds  American  High-lnc-A/421-4120 

7.7 

10.9 

5.7 

10,018 

3.6 

0.67 

D 

Vanguard  High-Yield  Corp-lnv/662-7447 

5.7 

8.2 

5.7 

9.190 

3.9 

0.22 

TAXABLE-SHORT-TERM 

C 

TIAA-CREF  Short-Term  Bond-Retail/223-1200 

5.6 

2.0 

3.1 

228 

2.3 

0.30 

D 

Vanguard  Short-Term  Bond  lndex-lnv/662-7447 

5.0 

1.8 

3.1 

5,381 

2.5 

0.18 

B 

Schwab  Total  Bond  Market/435-4000 

6.8 

5.0 

3.3 

1,173 

4.3 

0.54  a 

D 

Vanguard  Short-Term  Federal-inv/662-7447 

5.1 

1.6 

3.2 

2,968 

2.1 

0.20 

TAXABLE-MEDIUM-TERM 

A 

Vanguard  Intermed  Inv  Grade-lnv/662-7447 

7.7 

4.9 

4.3 

4.949 

5.0 

0.20 

A* 

Vanguard  Intermediate  Bond  lndex-lnv/662-7447 

8.0 

5.4 

4.4 

5.453 

6.0 

0.18 

B 

Dodge  &  Cox  Income  Fund/621-3979 

7.6 

4.7 

NA 

9.060 

3.4 

0.44 

C 

Frontegra  Total  Return  Bond/888-825-2100 

7.0 

5.3 

NA 

315 

NA 

0.20  a 

TAXABLE-LONG-TERM 

A* 

Vanguard  Inflation-Protected  Secs-lnv/662-7447 

9.2 

5.9 

1.3 

7.926 

6.0 

0.17 

A+ 

Vanguard  Long-Term  Bond  Index/662-7447 

9.8 

121 

5.2 

1,729 

11.0 

0.18 

A* 

Vanguard  Long-Term  Inv  Grade-lnv/662-7447 

10.0 

12.9 

5.4 

5.468 

11.0 

0.25 

A+ 

American  Century  Inflation-Adj  Bond-lnv/826-8323 

86 

5.8 

3.1 

1,176 

4.4 

0.50 

MUNICIPAL-SHORT-TERM 

B 

Vanguard  Limited  Term  Tax-Exempt-lnv/662-7447 

3.9 

1.7 

2.4 

6,877 

2.3 

0.14 

D 

Fidelity  Spartan  Short-lntermed  Muni/343-3548 

4.1 

1.8 

2.3 

1,838 

2.9 

0.49 

D 

T  Rowe  Price  Tax-Free  Short-lntermediate/225-5132 

4.0 

2.0 

2.2 

544 

2.9 

0.51 

F 

Vanguard  Short-Term  Tax-Exempt-lnv/662-7447 

2.8 

1.4 

1.9 

4,342 

1.1 

0.14 

MUNICIPAL-MEDIUM-TERM 

A 

TIAA-CREF  Tax-Exempt  Bond-Retail/223-1200 

6.5 

5.0 

3.2 

203 

6.7 

0.30 

C 

Fidelity  Spartan  Intermed  Muni  Income/343-3548 

5.9 

4.6 

3.1 

1,874 

5.4 

0.44 

C 

Vanguard  Intermediate  Tax-Exempt-lnv/662-7447 

5.3 

4.2 

3.2 

12,592 

4.9 

0.14 

D 

T  Rowe  Price  Summit  Muni  Intermediate/225-5132 

5.5 

4.1 

2.9 

209 

4.4 

0.50 

MUNICIPAL-LONG-TERM 

B 

T  Rowe  Price  Summit  Muni  Income/225-5132 

6.9 

7.0 

3.7 

133 

5.2 

0.50 

A 

Fidelity  Spartan  Municipal  Income/343-3548 

6.9 

6.9 

3.4 

4,698 

7.3 

0.48 

D 

fag 

T  Rowe  Price  Tax-Free  High  Yield/225-5132 

6.6 

9.0 

4.4 

1,337 

5.5 

0.70 

B 

T  Rowg  Price  Tax-Free  Income/225-5132 

6.3 

6.2 

3.4' 

1,470 

5.3 

0.54 

MUNICIPAL-ONE  STATE 

■  A 

Vanguard  Calif  Long-Term  Tax-Exempt-lnv/662-7447 

6.2 

6.4 

3.7 

2,212 

6.2 

0.15 

A 

Vanguard  Mass  Tax-Exempt/662-7447 

6.3 

5.7 

3.5 

489 

5.7 

0.14 

A 

Vanguard  NJ  Long-Term  Tax-Exempt-lnv/662-7447 

6.3 

5.4 

3.5 

1,603 

6.1 

0.14 

A 

Fidelity  Spartan  NY  Muni  Income/343-3548 

6.7 

6.2 

3.3 

1,439 

7.5 

0.49 

A 

Vanguard  Penn  Long-Term  Tax-Exempt-lnv/662-7447 

6.4 

5.4 

3.5 

2.306 

5.6 

0.14 

FOR  MORE  FUNDS  GO  TO:  WWW.FORBES.COM/FUNDSURVEY 

Five-year  return  from  July  31,  2000  through  July  31,  2005.  a:  Net  of  absorption  of  expenses  by  fund  sponsor  NA:  Not  available.  Sources.  Forbes;  Upper;  Morningstar 
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WE'LL  SECURE  YOUR  BUSINESS 
SO  YOU  CAN  FOCUS  ON  GROWING  IT. 


Small  and  Medium  Business  solutions  from  Trend  Micro. 

Protect  against  viruses,  worms,  spyware  and  spam  with  a  truly  comprehensive 
security  solution.  With  easy  deployment,  easy  management,  and  24  x  7  SMB  LIVE 
support  option,  it's  the  one  solution  you  can  rely  on  to  keep  costs  down  and 

productivity  up  while  you  get  back  to  business. 

FREE  Spyware  Scan  at 
www.trendmicro.com/smb/antispyware 


corporated  All  lights  reserved  Trend  Micro  and  the  [-ball  logo  are  trademarks  or  registered  trademarks  ol 
ted  All  other  company  and/or  product  names  may  be  trademarks  or  registered  trademarks  of  their  owners 


fMk TREND 

MICRO 


Fund 


Survey  THE  EXTREMES 


The  Good, 
The  Bad 

And  The 

Downright 

Curious 

Out  of  6,000  choices,  these  funds  are  at 
the  ends  of  the  normal  curve. 


BY  JOHN  CHAMBERLAIN 


AMERICAN  FUNDS  (SEE  P.  182)  EXCELLED  AT  ATTRACT- 
ing  new  money;  four  of  this  family's  offerings  make 
our  list  of  funds  with  the  largest  net  inflows.  Two 
Putnam  funds,  Voyager  and  Fund  for  Growth  & 
Income,  are  among  those  with  the  largest  outflows. 
Bruce  Fund,  a  performance  star  over  five-  and  ten-year  peri- 
ods, has  been  around  for  two  decades,  but  until  recently  it  stayed 
small.  Now  that  its  assets  have  climbed  to  $90  million,  it  is  large 
enough  to  qualify  for  the  Forbes  Honor  Roll  (see  p.  208).  Westcore 


Brilliant 

PERFORMANCE 
UP  DOWN 
MARKETS  FUND 


A  A  Scudder  Latin  America-A 

'  A  •  A  US  Global  Eastern  European 

>  A  *  A  Oppenheimer  Developing  Mkts-A 

'  A  •  A  iShares  MSCI  Austria  Index 

A  A+  Bruce  Fund 


.  TOTAL 
RETURN 
LATEST  12  MONTHS 


60.6% 

54.2 

52.5 

46.6 

39.6 


Biggest  net  cash  inflows  latest  12  months 

ESTIMATED        TOTAL  RETURN 
NET  FLOW  LATEST 
FUND                                                              (SMIL)    -        12  MONTHS 

Biggest  net  cash  outflows  latest  12  month: 

ESTIMATED        TOTAL  RE 
NET  FLOW  LATE: 

FUND                                                            (SMIL)            12  MO* 

American  Funds  Growth  Fund  of  America 

$18,234 

19.1% 

AXP  New  Dimensions 

-$5,018 

7.8 

American  Funds  Capital  Inc  Builder 

15,511 

17.5 

Nasdaq-100  Trust  Shares 

-4,672 

13.6 

American  Funds  Capital  World  G  &  1 

13,576 

23.0 

Putnam  Voyager  Fund 

-4,420 

13.4 

American  Funds  American  Balanced 

9.792 

9.2 

Janus  Fund 

-3,583 

10.4 

Franklin  Income  Fund 

9,617 

15.2 

Putnam  Fund  for  Growth  &  Income 

-3,351 

14.0 

Small  Cap  Opportunity  reached  nearly  $100  million  in  asj 
during  the  bull  market  in  the  late  1990s  but  has  shriveled 
since.  Nevertheless,  it  makes  our  list  of  Lilliputian  funds  that  h 
outperformed  the  S&P  500  over  the  past  ten  years. 

Many  funds  rank  high  in  either  up  or  down  markets  but  i 
in  both.  In  contrast,  Japan  Fund  is  one  of  five  stock  funds  w 
dismal  grades  in  both  bull  and  bear  markets. 

This  section  excludes  funds  closed  to  new  investors.  Our  b 
and  worst  performers  lists  exclude  sector  funds. 


TOTAL 
RETURN 
LATEST  12  MON 


2.1 
8.6 
13.0 
14.4 
17.4 


Dismal 

PERFORMANCE 

UP  DOWN 

MARKETS 

FUND 

D  F 

Japan  Fund 

D  «F 

T  Rowe  Price  Japan 

•F  «D 

Delaware  Diversified  Growth-A 

D  «F 

Seligman  International  Growth-A 

•F  «F 

Harbor  International  Growth-lnv 

Performance  through  July  31.  •  Fund  rated  for  three  periods  only;  maximum  allowable  grade  of  A  Sources:  Forbes:  Upper:  Morningstar. 
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SurvqmiJE_EXXfiEMES 


Best  latest  12  months 

Worst  latest  12  months 

FUND 

ANNUAL 
TOTAL 
RETURN 

EXPENSES 
PER  $100 

FUND 

ANNUAL 
TOTAL 
RETURN 

EXPi 
PER 

T  Rowe  Price  Em  Europe  &  Mediterranean 

70.6% 

$1.75 

American  Heritage  Fund 

-18.2% 

$12 

T  Rowe  Price  Latin  America 

68.1 

1.41 

American  Heritage  Growth  Fund 

-14.3 

9 

iShares  S&P  Latin  America  40  Index 

67.7 

0.50 

Apex  Mid  Cap  Growth 

-9.3 

3 

Merrill  Latin  America  A 

66.9 

1.85 

Choice  Market  Neutral-A 

-8.8 

31 

Eaton  Vance  Greater  India-A 

65.3 

2.77 

Commonwealth  Japan  Fund 

-8.2 

31 

Best  5-year 

Worst  5-year 

■  FUND 

ANNUALIZED 
TOTAL 
RETURN 

EXPENSES 
PER $100 

FUND 

ANNUALIZED 
TOTAL 
RETURN 

LXPt 
PER 

Bruce  Fund 

33.7% 

$1.17 

Frontier  Micro  Cap  Fund 

-43.0% 

$4 

CGM  Focus  Fund 

31.0 

1.21 

Rydex  Velocity  100-H 

-40.7 

1 

US  Global  Eastern  European 

30.8 

1.78 

ProFunds-UltraOTC-lnvestor 

-40.5 

1. 

ING  Russia  Fund-A 

30.5 

2.01 

Van  Wagoner  Emerging  Growth 

-37.6 

2. 

RS  Partners  Fund 

27.0 

1.49 

Berkshire  Focus  Fund 

-34.5 

2. 

Best  10-year 

Worst  10-year 

FUND 

ANNUALIZED 
TOTAL 
RETURN 

EXPENSES 
PER  $100 

FUND 

ANNUALIZED 
TOTAL 
•  RETURN 

Calamos  Growth-A 

21.2% 

$1.23 

Frontier  Micro  Cap  Fund 

-28.5% 

$71 

Bruce  Fund 

20.8 

1.17 

American  Heritage  Fund 

-18.2 

12.1 

BlackRock  Aurora-A 

20.1 

1.40 

Apex  Mid  Cap  Growth 

-12.9 

Meridian  Value  Fund 

19.9 

1.09 

American  Heritage  Growth  Fund 

-8.4 

RS  Partners  Fund 

17.1 

1.49 

Commonwealth  Japan  Fund 

-6.3 

Red  hot  during  the  late  90s  bull  market 

Ice  cold  during  the  late  90s  bull  market 

FUND 

5-YEAR 
ANNUALIZED 
TOTAL  RETURN 

6/30/95      '  6/30/00 
6/30/00  6/30/05 

FUND 

5-YEAR 
ANNUALIZED 
TOTAL  RETURN 

6/30/95  6/30 
6/30/00  6/30 

Rydex  OTC-lnv 

45.0% 

-16.3% 

American  Heritage  Fund 

-14.3% 

-21 

PBHG  Select  Growth-PBHG 

43.6 

-20.6 

Frontier  Micro  Cap  Fund 

-10.5 

-43 

Calamos  Growth-A 

38.7 

6.0 

Matthews  Korea  Fund 

-9.5 

21 

White  Oak  Select  Growth 

37.7 

-16.1 

Apex  Mid  Cap  Growth 

-8.6 

-17. 

VanKampen  Emerging  Growth-A 

35.9 

-12.3 

Fidelity  Emerging  Markets 

-7.8 

8. 

Decrease  in  management  fees 

% 

CHANGE 

2005/2004 . 

Increase  in  management  fees 

FUND    . ' 

EXPENSES 
PER  $100 

FUND 

EXPENSES 
PER  $100 

CHAN 
2005  : 

Fidelity  Spartan  International  Index 

SO.lOa 

-78.7% 

Excelsior  Small  Cap 

$1.05a 

26! 

Fidelity  Spartan  Extended  Market  Index 

0.10a 

-75.0 

First  Focus  Small  Company-lnst 

1.40 

25.1 

Fidelity  Spartan  Total  Market  Index 

0.10a 

-60.0 

First  Focus  Core  Equity-lnst 

1.23 

lO.f 

Fidelity  Spartan  US  Equity  Index 

0.10a 

-47.4 

Excelsior  International  Fund 

1.50 

8.: 

Metropolitan  West  AlphaTrak  500  M 

0.52 

-40.9 

Excelsior  Mid  Cap  Value  &  Restructuring 

1.07a 

8.1 

Low  cost  drag 

High  cost  drag 

FUND 

TOTAL  RETURN 
LATEST  12  MONTHS 

COST  DRAG 
PER  $100 

FUND 

TOTAL  RETURN 
LATEST  12  MONTHS 

COST  C 

per  S: 

Fidelity  Spartan  500  Index 

14.0% 

$0.10a 

Dreyfus  Founders  Passport-A 

34.6% 

$6.0 

iShares  DJ  US  Total  Market  Index 

16.4 

0.21 

Allegiant  Small  Cap  Growth-A 

11.5 

4.2 

Scudder  Equity  500  Index-lnv 

13.8 

0.27 

Driehaus  International  Discovery 

36.7 

4.1 

USAA  S&P  500  Index-Member 

13.8 

0.34 

Seligman  Emerging  Markets-A 

45.0 

3.6 

Vanguard  European  Stock  Index-lnv 

24.2 

0.39 

Jundt  Opportunity  Fund-A 

25.0 

3.5 

Performance  through  July  31.  Cost  drag:  Annual  expense  ratio  plus  brokerage  commissions  paid  by  the  fund  for  buying  and  selling  securities,  a:  Net  of  absorption  by  fund  sponsor. 

Sources:  Forbes;  Upper;  Morningstar. 
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on  &  control  •  building  technologies  •  energy  &  power » financial  services  •  hearing  solutions  •  home  appliances  •  inform 
material  handling  •  medical  solutions  •  transportation  •  water  technologies 


W 


o  is  helping  to  improve  the  quality  of  patient  care  and  safety 

in  hospitals  throughout  the  nation? 

\/\/  C2k  Y*(-^     We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses  and  communities 

V  V  V*     Ul  >-»  •  nght  here  in  the  US.  One  of  our  specialties  is  providing  US  hospitals  wit  h  the  tools  to  improve 
patient  care,  while  helping  to  lower  costs  thanks  to  our  "digital  hospital"  solutions.  We're  working  with 
numerous  healthcare  providers  to  build  health  networks  that  connect  telecommunications,  IT,  medical 
systems  and  building  technologies  in  ways  never  before  accomplished.  This  means  less  waiting,  decreased 
costs  and  enhanced  care  for  patients.  But  unless  you're  one  of  the  70,000  Americans  that  we  currently 
employ,  you  may  not  know  us.  We're  Siemens. 

SIEMENS 


•*»*,.  iv:  ,i  ■  file , 


Global  network  of  innovation 


Fund 


THE  EXTREMES 


Tax  efficient 

5-YEAR  ANNUALIZED 

TOTAL  RETURN 

FUND 

PRETAX 

AFTERTAX 

RS  Value  Fund 

18.2%  • 

18.2% 

Leuthold  Select  Industries 

8.5 

8.5 

Bullfinch  Western  NY 

7.5 

7.5 

Copley  Fund 

5.9 

5.9 

ProFunds-UltraMid-Cap-lnv 

5.7 

5.7 

Low  turnover 

TOTAL  RETURN 

LATEST 

PORTFOLIO 

FUND 

12  MONTHS 

TURNOVER 

Salomon  Brothers  Opportunity 

21.2% 

1% 

Rochdale  Dividend  &  Income 

19.9 

1 

Fidelity  Freedom  2040 

16.8 

1 

Timothy  Plan  Strategic  Growth-A 

14.4 

1 

Dreyfus  Premier  WW  Growth-A 

14.3 

1 

Large  market  cap 


MEDIAN 

TOTAL  RETURN 

MARKET  CAP 

LATEST 

•  FUND  .           ;  '<■ 

(SMIL) 

12  MONTHS 

Dreyfus  Premier  Tax-Managed  Growth-A 

$123,222 

7.9% 

Dreyfus  Premier  Core  Equity-A 

118,390 

7.9 

Dreyfus  Appreciation  Fund 

109,634 

9.5 

Kelmoore  Strategy  Liberty-A 

102,232 

8.9 

Hennessy  Total  Return 

97,593 

5.1 

High-yield  equity  (high  yield  and  total  return  exceeds  yield) 


Alpine  Dynamic  Dividend 

Gabelli  Utilities  Fund-AAA 

SSgA  MSCI  EAFE  Index 

Diversified  Investors-Mid-Cap  Value 

Kensington  Select  Income-A 


Long  manager  tenure 


FUND/MANAGER 


American  Growth  Fund-A/Robert  Brody 
Armstrong  Associates,  CK  Lawson 
Valley  Forge  Fund/Bernard  Klawans 
Stratton  Growth  Fund/James  Stratton 
Copley  Fund/Irving  Levine 


YIELD 

TOTAL  RETURN 
LATEST 
12  MONTHS 

10.9% 

18.6% 

9.6 

24.7 

8.7 

21.0 

7.9 

26.4 

7.1 

14.1 

10-YEAR 
TENURE  ANNUALIZED 
(YEARS)  TOTAL  RETURN 


47 

37 
34 
33 
27 


-5.5% 

6.6 

6.0 
13.9 

7.9 


Tax  inefficient 


Kelmoore  Strategy  Eagle-A 
SSgA  Aggressive  Equity 
Kelmoore  Strategy  Fund-A 
Managers  Mid-Cap-A 
American  Eagle  Capital  App 


High  turnover 


Rock  Canyon  Top  Flight 
Rydex  Large-Cap  Growth-H 
Choice  Focus-A 

ProFunds-Mid-Cap  Growth-lnv 
ProFunds-Large-Cap  Growth-lnv 


5-YEAR  ANNUALIZED 
TOTAL  RETURN 
PRETAX  AFT 


-16.2% 
-1.2 
-7.2 
4.0 
-8.6 


-2 
-1 

-i; 


TOTAL  RETURN 

LATEST 

PORT 

12  MONTHS 

TUR> 

11.0% 

4,81 

7.9 

2.0 

-0.7 

1.51 

21.2 

1,2 

8.5 

1.21 

High  P/E 


WEIGHTED 

AVERAGE  TOTAL 

ESTIMATEO  LA 

P/E  12 


34.1 
32.4 
32.1 
31.3 
29.8 


14 
2C 
1 
19 
23 


TCW  Galileo  Aggressive  Growth  Equities-N 
Brown  Advisory  Small-Cap  Growth-A 
Van  Wagoner  Small-Cap  Growth 
AllianceBernstein  Mid-Cap  Growth-A 
STI  Classic  Emerging  Growth  Stock-A 


Small  market  cap 


Pinnacle  Value 
Frontier  Micro  Cap  Fund 
Perkins  Discovery 
American  Heritage  Growth  Fund 
Oberweis  Micro-Cap 


LilNpUt  (less  than  $25  million  in  assets  and  return  beats  S&P  5001 


CornerCap  Small  Cap  Value 
Westcore-Small  Cap  Opportunity 
Wilshire  Small  Co  Value-lnv 
FMI  Provident  Trust  Strategy 
Sextant  Growth 


MEDIAN 
MARKET  CAP 

(SMIL) 

TOTAL  P:' 
12  MO'i 

$43 

21 

60 

-4 

81 

5 

167 

-14J 

173 

27. 

10-YEAR 
ANNUALIZED 
TOTAL  RETURN 

EXPE'' 
PERS 

12.2% 

$1.5 

11.7 

1.3 

11.4 

1.4 

10.9 

12 

10.7 

08 

Best  by  committee 


Calamos  Growth-A 
FPA  Perennial  Fund 
Columbia  Acorn  Fund-A 
Excelsior  Value  &  Restructuring 
Calamos  Growth  &  Income-A 


AVERAGE 
TENURE 
(YEARS) 

1Q-YE" 
ANNUA, 
TOTAL  p 

14 

21.2 

8 

15.8 

6 

15.6 

8 

15.9 

17 

15.4 

Performance  through  July  31.  Sources:  Forbes;  Upper;  Morningstar. 
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call 


Piind 


Survey 


S&P  500  price  index  (1/31/94=100) 
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13.0 

49  1 

1  91 

A 

Salomon  Bros  Capital~A 

ft  0 

1  Q  ft 
13.  D 

1  41  n 
1.41  p 

C 

odiomun  dios  investors  vaiue  a 

J.J 

n  4 

10. 1 

1  04  n 
1.U4  p 

B 

Cf>h  \ki  ih  C  m  oil  fin  InHfiv.Cd! 

oenwan  omaii  uap  inucx-cci 

7  9 
I.e. 

9R  fl 
c  J.O 

u.oi  ap 

C 

Scudder  Capital  Growth~A 

-ft  Q 

b.o 

1.19  ap 

C 

Scudder~Dreman  High  Return  Equity-A 

11  Q 
11.0 

1  Q  Q 

lo.o 

1  1  7  n 
1.1 1  P 

B 

Scudder  Equity  500  Index-lnv 

"1.0 

lo.o 

u.l/  a 

D 

Scudder  Growth  &  Incomc-A 

1  *3 
"l.J 

1  Q  ft 

lo.o 

1  1  C  n 

i.ib  p 

D 

ocuouer  Large  uap  vai  a 

Q  R 

Q  Q 

3.3 

1  90  ort 

i.o}9  ap 

A 

QnirlHor  lUtirl  Port  f*  rnuith    A  7 

ocuoaer  iviia  uap  urowin  a 

1  *3 
"1,0 

9Q  Q 
LO.O 

1   ISO  or> 

l.oo  ap 

A+ 

otuuuti  i ucnnoiogy  a 

1D.0 

IO  Q 

1  99  or* 

i.oo  ap 

B 

oeiecteo  American  onares  o 

9  Q 

ICQ 

1  J.O 

U.94 

A* 

Seligman  Commun  &  lnfo*A 

u.D 

in  >i 
lb. 4 

LAiS 

D 

oeminei  oommon  otock-a 

0.4 

IO  Q 

1  90  r» 

l  ob  p 

A 

SR  Af*f*rp<;<sivp  Grnwth-A 

w u  nggi  cooivc  ui  u  vv  ill  r\ 

n  n 

u.u 

1  fl  4 

1.21 

D 

SB  Appreciation  Fund-A 

2.4 

10.7 

1.04 

D 

SB  Capital  &  Income-SB  A 

6.0 

16.0 

1.09 

D 

SB  Dividend  Strategy-A 

-6.8 

5.5 

1.47  ap 

C 

SB  Fundamental  Value-A 

1.5 

10.7 

1.22  ap 

D 

SB  Growth  &  Income-SB  A 

-1.5 

11.0 

1.50  p 

Honor Roii  ON  FORBES  HONOR  ROLL  (SEE  PAGE  208) 


Results  through  July  31  Cost  drag:  Numbers  in  boldface  combine  annual  expenses  a 
brokerage  commissions  paid  by  the  fund.  When  brokerage  commissions  were  unavai 
traditional  expense  ratio  appears  in  italics  a:  Net  of  absorption  of  expenses  by  fund 
p:  Estimate  based  on  prior  fiscal  brokerage  commissions  'Formerly  Invesco  Dynamic 
2Formerly  Invesco  Technology-A.  'Formerly  AllianceBernstein  Premier  Growth-A.  *R) 
performance  of  State  St  Investment  prior  to  January  2005  merger  formerly  Men 
Small  Cap  Value-A.  6Formerly  Morgan  Stanley  Value-Add  Market-Equity-A.  'Former 
Mid  Cap-A.  9May  impose  annual  $10  account  maintenance  fee. 
Sources:  Forbes:  Upper:  Morningstar. 
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Flexjet  and  the  Challenger  604 
We  Offer  You  The  World 


tmm\  mm/mm 


Fund  Survey  

Global  Stock 

These  funds  offer  diversification,  investing 
in  equities  around  the  world.  That  strategy 
has  paid  off  over  the  last  five  years.  On 
average  the  funds  listed  here  returned  6% 
a  year  versus  minus  1%  for  the  S&P  500. 


200 


100 


Ratio  scale  S&P  500  and  MSCI  EAFE  price  index  (7/31/cl 


Rising  markets 


Declining  markets 


'02 


'03 


'04 


TOTAL  RETURN 

TOTAI  RFl 

PERFORMANCE 
UP  DOWN 

£             ■  FUND 

5-YEAR 
ANNUALIZED 

LATEST 

12 
MONTHS 

COST 
DRAG 
PER  $100 

rtnrUHMANUt 

UP  DOWN 

±  FUND 

5-YEAR 
ANNUALIZED  1 

L 

• 

R  1 

|  AIM  Global  Aggressive  Growth-A 

-2.5% 

31.0% 

$2.05 

0 

MFS  Global  Equity-A 

2.2% 

1  AIM  Global  Equity-A9 

4.8 

21.1 

1.85 

C 

MFS  Global  Growth-A 

-2.5  11 

f.  AIM  Global  Growth-A 

-7.0 

20.0 

1.99 

MFS  Global  Total  Return-A 

5.7  1! 

1  AIM  Global  Health  Care-A 

7.3 

13.8 

1.77 

C 

MS  Global  Advantage-A 

-5.8  1! 

|  AllianceBernstein  Global  Tech-A10 

-15.6 

15.1 

2.05 

C 

MS  Global  Dividend  Growth  Secs-A 

5.1  1- 

Allianz  RCM  Global  Tech-A 

-12.8 

19.2 

2.57 

D 

MS  Global  Utilities-A 

1.5  3i 

B  | 

£  American  Century  Global  Gold-lnv 

20.2 

6.0 

0.90  p 

A 

Oakmark  Global-I 

18.5 

f;  American  Century  Global  Growth-lnv 

-1.6 

27.3 

1.71  p 

B 

Oppenheimer  Global  Fund-A 

2.8  26 

1  American  Funds  Capital  Inc  Builder-A 

11.2 

17.5 

0.59 

A 

Oppenheimer  Global  Opps-A 

1.6  3! 

|  American  Funds  Cap  World  G  &  l-A 

8.4 

23.0 

0.90  p 

A 



Oppenheimer  Gold  &  Special-A 

20.2 

|  American  Funds  New  Perspective-A 

1.6 

17.9 

0.88  p 

B 

Polaris  Global  Value 

14.3  22 

B  | 

I  American  Funds  Smallcap  World-A 

-0.2 

27.5 

1.42  p 

F 

Prudent  Global  Income 

7.5 

B  1 

|  Atlas  Global  Growth 

2.1 

24.7 

1.52  p 

F 

Purisima  Total  Return 

1.7 

L4 

I  AXP  Threadneedie  Global  Eq-A11 

-5.6 

24.9 

1.95 

C 

Putnam  Global  Equity-A 

-7.9 

L9 

!?j  Calamos  Global  Growth  &  Inc-A 

3.0 

12.5 

1.54  p 

A 

RS  Global  Natural  Resources 

24.7 

|  Dreyfus  Premier  WW  Growth-A 

-1.8 

14.3 

1.27 

B 

RS  Value  Fund 



17.3  39 

§  Eaton  Vance  WW  Health  Sciences-A 

1.5 

9.5 

1.79 

B 

Scudder  Global  Discovery-A 

1.8  35 

1  Evergreen  Asset  Alloc-A 

9.5 

15.1 

1.02 

C 

Scudder  Global-A 

2.0 

21 

1  Evergreen  Precious  Metals-A 

25.8 

11.7 

1.90 

A 

Scudder  Gold  &  Precious  Metals-A 

24.4 

3 

B  | 

|  Fidelity  Adv  Natural  Res-T 

12.1 

42.4 

1.56 

A 

Seligman  Global  Technology-A 

-12.4  16. 

B  1 

I  Fidelity  Select-Gold 

16.9 

12.2 

1.47  p 

D 

TA  IDEX  Templeton  Great  Cos  Global-A 

-9.6  14i 

|  Fidelity  Worldwide 

2.0 

18.2 

1.52 

C 

Templeton  Global  Opportunities-A 

2.2  22 

8  I 

I  First  Eagle  Gold-A 

26.3 

7.1 

1.85 

B 

Templeton  Global  Smaller  Cos-A 

10.2 

2 7 

1  First  Investors  Global  Fund-A 

-2.4 

16.8 

2.09 

C 

Templeton  Growth  Fund-A 

8.5  18j 

8  1 

|  Franklin  Gold  &  Prec  Metals-A 

17.2 

11.8 

1.03 

C 

Templeton  World  Fund-A 

5.4  23. 

1  Franklin  Mutual-  Discovery-A 

9.9 

24.8 

1.53  p 

D 

UBS  Global  Allocation-A 

9.1 

L6 

|  Hartford  Global  Health-A 

9.2 

16.4 

1.74  a 

C 

UBS  Giobal  Equity-A 

3.1 

17 

|  Hartford  Global  Leaders-A 

-2.0 

11.4 

2.57  ap 

A* 

US  Global  Resources 

30.6  70 

|  Ivy  Global  Natural  Resources-A 

20.5 

32.0 

2.21a 

A* 

US  Global  World  Precious  Minerals12 

23.2  23. 

1  Janus  Global  Life  Sciences 

-0.8 

20.8 

1.36  p 

D 

USAA  Cornerstone  Strategy 

4.2  14. 

1  Janus  Global  Technology 

-19.1 

19.1 

1.22  p 

A 

USAA  Precious  Metals  &  Minerals 

25.4  10, 

|  Janus  Worldwide 

-9.4 

11.0 

1.23  p 

C 

USAA  World  Growth  Fund 

-1.6  16.i 

1  Jennison  Global  Growth-A 

-4.9 

19.2 

1.68  p 

B 

,  

Van  Eck  Globai  Hard  Assets-A 

17.2  45, 

|  Jennison  Natural  Resources-A 

21.8 

45.8 

1.54 

B 

Vanguard  Global  Equity 

10.3  24.1 

|  Managers  Fremont  Global 

0.3 

14.4 

1.11 

A 

Vanguard  Precious  Metals  &  Mining 

28.1  41! 

'-  Merrill  Global  Allocation-A 

9.5 

15.8 

huT~ 

D 

VanKampen  Global  Eq  Alloc-A 

-0.9  15.1 

|  Merrill  Global  Growth-A 

-6.5 

24.0 

1.68 

° 



VanKampen  Global  Value  Equity-A 

3.3  13.! 

B  | 

1  Merrill  Global  SmallCap-A 

5.9 

26.5 

2.39 

9Reflects  performance  of  AIM  Global  Consumer  Products  prior  to  August  2001  merge 

B  I 

1  Merrill  Global  Value-A 

■  :  

2  0 

28.9 

1.83 

'"Formerly  AllianceBernstein  Technology-A.  "Formerly  AXP  Global  Equity-A.  l2Accoun 

%  Merrill  Natural  Resources-A 

19.5 

53.4 

1.33 

Sources:  Forbes:  Upper:  Morningstar. 
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What's  3°»*»3  °*»  h  her  wfa4  is  even  scarier. 

People  U)i+h  eating  disorders  have  a  real  mental  illness  that  distorts  their  body  image. 
They  starve  themselves  to  be  constantly  thinner,  causing  organ  damage,  even  death. 
If  your  daughter  is  making  excuses  not  to  eat  or  is  rapidly  losing  weight,  she  needs 
your  help.  She  cant  see  uihats  real.  But  you  can.  ^QJ|~  f^^^f 

nationaleatingdisorders.org 


Fund  Survey  1  

Foreign  Stock 

Funds  in  this  table  invest  in  non-U.S. 
equities.  All  the  funds  listed  here  have  at 
least  $50  million  in  assets  and  have 
survived  four  full  market  cycles.  This  table 
also  includes  emerging  market  funds. 


PERFORMANCE 
UP  DOWN 


TOTAL  RETURN  . 

LATEST  COST 
5-YEAR  12  DRAG 

ANNUALIZED     MONTHS  PER  $100 


B 

AIM  Developing  Markets-A 

10.4  % 

A  C  0  0/ 

4o. c  % 

SZ.ZS 

D 

Alpine  Intl  Real  Estate  Equity-Y 

o  1  n 

A  A  C 

44. b 

i  on 

A 

American  Funds  EuroPacific  Growth-A 

O  A 

LA 

23.9 

0.94 

D 

AXA  Enterprise  Intl  Growth-A 

-6.0 

15.8 

2.07  a 

D 

/>\/n    TUaa.Ju.aJI>     |       *l  A13 

AXP  Threadneedle  Intl-A 

-6.1 

18.2 

i  

2.05  p 

D 

Boston  Co  Intl  Core  Equity 

9.1 

27.0 

1.Z1 

C 

Eaton  Vance  Greater  China  Growth-A 

0.8 

28.4 

2.77 

C 

Eaton  Vance  Greater  India-A 

14.3 

65.3 

3.95  p 

D 

Evergreen  Emerging  Markets  Growth-A 

9.5 

39.8 

2.47  a 

D 

Evergreen  International  Equity-A 

2.9 

22.3 

1.37 

B 

Excelsior  International 

-2.7 

28.5 

1.50 

C 

Federated  International  Equity-A 

-7.1 

13.5 

2.32  ap 

D 

Fidelity  Adv  Emerging  Asia-T 

3.8 

49.9 

3.10 

B 

Fidelity  Adv  Overseas-T 

-1.1 

20.3 

1.73 

C 

Fidelity  Canada  Fund 

11.2 

35.8 

1.45 

D 

Fidelity  Emerging  Markets 

8.3 

51.7 

1.00 

A* 

Fidelity  Europe 

3.0 

39.1 

1.35  a 

B 

Fidelity  International  Discovery14 

4.1 

25.1 

1.39  p 

A* 

Fidelity  Latin  America 

IOC 

CO  c 

1.33 

B 

Fidelity  Overseas  Fund 

-0.6 

20.7 

1.29 

C 

Fidelity  Pacific  Basin 

0.1 

21.3 

1.66 

C 

Fidelity  Southeast  Asia 

6.1 

44.4 

1.85 

A 

GAM  International  Equity-A 

-0.6 

22.3 

2.51  p 

F 

Goldman  Sachs  Asia  Growth-A 

4.4 

40.1 

2.16  a 

B 

Guinness  Atkinson  China  &  Hong  Kong 

4.3 

25.4 

1.81  p 

A 

Harbor  international-lnv 

6.4 

21.9 

1.40 

C 

Ivy  International  Fund-A 

-4.0 

18.5 

2.88 

D 

Ivy  Pacific  Opportunities-A 

4.2 

36.4 

3.69 

D 

Japan  Fund 

-3.1 

2.1 

1.83  p 

B 

Lazard  Emerging  Markets-Open 

13.1 

55.3 

1.76  a 

A 

Matthews  Pacific  Tiger  Fund 

11.0 

42.8 

1.69  a 

D 

Merrill  Devel  Cap  Mkts-A 

7.4 

43.6 

3.69 

» 

Merrill  EuroFund-A 

5.9 

25.3 

1.58 

B 

Merrill  Intl  Value-A 

5.1 

21.5 

1.55 

A 

Merrill  Latin  America-A 

14.0 

66.9 

2.12 

C 

Merrill  Pacific-A 

0.1 

13.4 

1.22 

A 

MS  European  Equity-A15 

-1.0 

19.6 

1.76 

D 

MS  Pacific  Growth-A 

0.0 

21.4 

1.88 

Ratio  scale  MSCI  EAFE  foreign  price  index  (2/28/9] 

H  Rising  markets  Declining  markets 


50 

'91 1      '93        95        '97'     ' '99 ' 

ml 

03  1 

PERFORMANCE 
UP  DOWN 

±  FUND 

TOTAL  RETUI1 
HI 

5-YEAR  11 
ANNUALIZED  MOM 

1 

B 

Phoenix  Foreign  Oppors-A16 

1.5  % 

30. 

C 

Phoenix  Intl  Strategies-A 

-2.1 

22. 

B 

Pioneer  Emerging  Markets-A 

7.1 

44. 

B 

T  Rowe  Price  European  Stock 

0.2 

22. 

A* 

T  Rowe  Price  Intl  Discovery 

2.5 

28. 

C 

T  Rowe  Price  International  Stock 

-2.8 

18. 

A 

T  Rowe  Price  Latin  America 

14.8 

68. 

C 

T  Rowe  Price  New  Asia 

6.2 

45. 

B 

Principal  International  Fund-A 

-0.1 

29.' 

A 

Putnam  Europe  Equity-A 

-1.3 

24, 

A 

Putnam  International  Equity-A 

-1.1 

21.. 

B 

Quant  Emerging  Markets-0 

15.3 

47.! 

C 

Russell  Emerging  Markets-S 

10.2 

48.1 

C 

Russell  International  Secs-S 

0.4 

19  i 

c 

Scudder  International  Fund-A 

-2.9 

23.1 

A 

Scudder  Latin  America-A 

11.8 

60.f 

D 

Scudder  Pacific  Opportunities-A 

2.8 

33.2 

C 

SB  Intl  All  Cap  Growth-A 

-6.2 

20.C 

c 

SSgA  Emerging  Markets 

10.6 

48] 

c 

Templeton  Developing  Mkts-A 

11.7 

41 C 

c 

Templeton  Foreign  Fund-A 

6.5 

210 

F 

US  Global  Gold  Shares12 

24.3 

18.3 

c 

USAA  International  Fund 

2.8 

19.4 

F 

Van  Eck  Intl  Investors  Gold-A 

22.9 

109 

C 

Vanguard  Emerging  Mkts  Stock  Idx-lnv17 

11.1 

467 

A 

Vanguard  European  Stock  Index-lnv17 

1.6 

24.2 

B 

Vanguard  International  Growth-lnv 

-0.1 

206 

C 

Vanguard  International  Value 

4.7 

235 

D 

Vanguard  Pacific  Stock  Index-lnv17 

-1.2 

13.0 

B 

VanKampen  Emerging  Markets-A 

5.8 

44.7 

B 

W&R  Intl  Growth-A 

-5.4 

16.8 

D 

Wells  Fargo  Asia  Pacific-lnv 

7.1 

28.8 

D 

Wells  Fargo  Emerg  Mkts  Focus-A18 

5.4 

34.4 

D 

WM  International  Growth-A 

-2.0 

16.9 

D 

|  Wright  Intl  Blue  Chip  Equities-S 

-1  1 

27.7 

l3Formerly  AXP  International-A.  "Formerly  Fidelity  International  Growth  &  Income.  I5F< 
Morgan  Stanley  European  Growth-A.  l6Formerly  Janus  Advisor  Intl  Equity.  ,7May  imp* 
$10  account  maintenance  fee.  ''Reflects  performance  of  Montgomery  Emerging  Mark! 
to  June  2003  merger.  Sources:  Forbes;  Upper;  Morningstar. 
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Special  Advertising  Section 


by  Lynn  Morrissey 


1  Y 

DAY 

Building  Safeguards  That  Work 


[ 


[ 


ach  month,  it  seems,  the  news 
brings  with  it  a  tale  of  an  outra- 
geous breach  in  cyber  security, 
whether  it  be  a  virus  or  worm, 


or  an  act  of  corporate  espionage.  Rather  than  a 
series  of  isolated  incidents,  these  acts  taken 
together  represent  a  grave  threat  to  all  businesses, 
everywhere. 

Today,  cyber  security  has  grown  into  an  all-encom- 
passing challenge,  one  that  covers  everything  from 
hackers  and  corporate  pirates  to  international  terror- 
ists and  vital  issues  of  personal  privacy.  As  the  num- 
ber and  scope  of  cyber  security  transgressions  have 
magnified  through  the  years,  so  have  the  potential  threats  to  a  corporation's  viability.  What 
remains  is  a  paradox:  How  can  companies  create  a  protected  cyber  environment,  yet  at  the 
same  time  make  it  accessible  so  business  can  be  conducted  freely?  "We  believe  strongly  that 
cyber  security  has  become  an  issue  of  economic  and  national  security,"  says  Paul  Kurtz,  exec- 
utive director  of  the  Cyber  Security  Industry  Alliance  (CSIA),  a  public  advocacy  group. 

(continued  on  page  6) 


PREEMPTIVE  SECURITY  IS  HERE: 


Control 


THE  FUTURE  OF  YOUR 


security 


WITH  PREEMPTIVE  PROTECTION. 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  in 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 


NETWORK  &  HOST  INTRUSION  PREVENTION      i      VULNERABILITY  MANAGEMENT  I 


MANAGED  SECURITY  SERVII 


©2005  Internet  Security  Systems  Incorporated.  All  rights  reserved. 


www.iss.net 


Q  Internet  |  Security  |  Systems 

Ahead  of  the  Threat 


HAT  WOR 


Many  publicized  security  attacks  originate  from  inside  the  network,  and  95%  of 
internal  intrusions  result  in  significant  financial  losses.  Hackers  hunt  for  easily  era 
passwords,  use  sophisticated  tools  to  detect  "back  doors"  inadvertently  left  open  by  IT 
or  sniff  out  a  host  of  other  vulnerabilities  just  waiting  to  be  discovered  and  exploited. 


While  protecting  the  network  perime- 
ter is  important,  many  companies  do 
not  realize  that  most  security  attackers 
lurk  within  their  own  walls  in  the 
form  of  employees  or  individuals 
posing  as  employees.  Developing  a 
security  strategy  that  fully  considers 
both  external  and  internal  risks  can  be 
a  daunting  task  for  the  average  IT  staff, 
who  often  are  not  aware  of  the  latest 
security  practices,  tools  and  trends. 

NEC's  certified  security  experts 
help  minimize  risk  and  attacks  with  a 
holistic  approach  to  developing  and 
deploying  an  effective  security  strategy 
focused  on  the  following  areas: 

PLANNING 

Network  Vulnerability  Assessments 

•  Identify  and  analyze  existing  and 
potential  security  vulnerabilities  in  your 
network  architecture  by  employing 
intrusion  detection  and  surveying  exist- 
ing security  practices  and  policies. 
Security  specialists  then  make  expert 
recommendations  of  the  best  solu- 
tions and  practices  needed  to  address 
current  and  anticipated  issues. 

Business  Continuity  Planning 

•  Identify  risks  and  develop  impact 
analysis,  create  management  and 
testing  processes  for  disaster  recov- 
ery, formulate  a  plan  for  business 
sustainability,  and  establish  e-mail 
message  archives  and  continuity. 

Security  Policy  and  Program 
Development 

•  Review  existing  security  policies 
against  industry  best  practices  and 


make  recommendations  for  achieving 
desired  levels  of  risk  management. 

•  Develop  a  strategy  and  policy 
design  that  includes  risk  identifi- 
cation, architecture  design  and 
security  metrics. 

DESIGN 

Security  Architecture  Design 

•  Assess  the  current  computing 
environment. 

•  Design  and  deployment  of  security 
products  and  processes. 

Security  Policy  Development 

•  Review  existing  security  policies 
against  industry  best  practices 
and  establish  recommendations 
for  achieving  desired  levels  of  risk 
management. 

Security  Awareness  Program 

•  Development  and  deployment  of  cus- 
tomized security  training  materials, 
courses,  visual  aids  and  processes 
to  enhance  security  awareness  at  all 
levels  of  an  organization. 

SUPPORT 

Remote  Security  Monitoring 

•  Remote  firewall  management  and 
intrusion  detection. 

•  Remote  monitoring  of  the  entire 
network  for  security  breaches. 
NEC  is  one  of  the  world's  leading 

providers  of  Internet,  broadband 
network  and  enterprise  business 


solutions  dedicated  to  meetir 
specialized  needs  of  its  divers 
global  base  of  customers.  NEC 
ers  tailored  solutions  in  the  key 
of  computing,  networking  ana 
tronic  devices. 

NEC  Unified  Solutions  is  a  le 
integrated  voice  and  data  corr 
cations  solutions  for  the  enterpi 
delivering  the  industry's  most  ir 
tive  suite  of  products,  applic 
and  services  that  help  cust 
achieve  their  business  goals, 
more  than  a  century  of  comm 
tions  and  networking  expertise 
Unified  Solutions  offers  the  brc 
range  of  communications  se 
and  solution  choices,  flexible  pr 
platforms  and  applications,  ar 
open  migration  path  to  protect  ii 
merits.  NEC  Unified  Solutions 
the  Forbes  2000  and  custc 
across  the  globe  in  vertical  mi 
such  as  hospitality,  education, 
ernment  and  healthcare. 

For  more  information  on  how 
can  help  secure  your  network 
www.necunified.com/security 


read  Securing  the  Voice  IP  Ne 
and  Security  Assessment:  The 
Step  in  Managing  Network 
These  white  papers  explore 
security  assessments  provide 
baseline  for  developing  an  enter 
wise  risk  mediation  plan. 


Empowered  by  Innovation 


NB 


When  you  put  information  at  doctors'  fingertips, 
you  save  something  even  more  precious  than  time. 

In  hospitals,  lives  depend  on  sharing  the  right  information  with  the  right  person  at  the  right  time. 
Fortunately,  today's  hospitals  can  depend  on  NEC.  With  over  30  years  of  experience  in  biometric 
security,  and  proven  expertise  in  safeguarding  information  and  providing  secure  wireless  technol- 
ogy, we  help  doctors  access  patient  files  instantly  with  single  sign-on  and  biometrics  —  within 
a  system  so  secure,  patient  privacy  is  guaranteed.  From  healthcare  to  education  to  finance,  in 
countless  companies  worldwide,  NEC  empowers  people  through  innovation.  1-800-338-9549 

—  www.necus.com/security 


CES  AND  SOFTWARE     ENTERPRISE  NETWORKING  AND  COMPUTING     SEMICONDUCTORS     IMAGING  AND  DISPLAYS 


rint  matching  technology  ranked  first  in  accuracy  in  an 
federal  test  done  to  fulfill  requirements  of  U.S.  security  regulations. 

oration  2005.  NEC  and  the  NEC  logo  are  Registered  Trademarks  of 
ation.  Empowered  by  Innovation  is  a  trademark  of  NEC  Corporation. 
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The  CSIA  Gives 
Industry  a  Voice  for 
Advocating  Policy 

The  Cyber  Security  industry 
Alliance  (CSIA)  is  the  only  advo- 
cacy group  dedicated  exclusively 
to  enhancing  cyber  security 
through  public  policy,  education, 
awareness  and  technology.  The 
organization  is  led  by  chief  execu- 
tives from  the  world's  top  security 
providers,  who  offer  the  technical 
expertise,  depth  and  focus  to 
encourage  a  better  understanding 
of  cyber  security  issues. 

"It  is  the  belief  of  the  CSIA  that 
a  comprehensive  approach  to 
ensuring  the  security,  integrity 
and  availability  of  global  informa- 
tion systems  is  fundamental  to 
national  and  economic  stability," 
says  Paul  Kurtz,  the  organization's 
executive  director.  The  CSIA's  mis- 
sion is  to  enhance  cyber  security 
through  public  policy  initiatives, 
public  sector  partnerships,  corpo- 
rate outreach,  academic  pro- 
grams, alignment  behind  emerg- 
ing industry  technology  standards 
and  public  education. 

CSIA  members  include  leading 
cyber  security  software,  hardware 
and  services  companies.  Launched 
in  February  2004,  CSIA  has  already 
become  an  important  influence  in 
both  the  public  and  private  sectors. 

To  learn  more  about  the 
CSIA,  please  visit 
www.csialliance.org 
or  call  703-894-2742. 


CYBER  SECURITY 
INDUSTRY  ALLIANCE 


ather  than  see- 

D)  ing  cyber  secu 
J  rity  as  a  series  of 
disconnected  prob 
lems  —  such  as  the  latest 
worm  or  a  new  virus  — 
that  need  to  be  addressed  separately,  the 
CSIA  and  others  within  the  industry  are 
taking  a  comprehensive  look  at  the  subject. 
"We're  beyond  the  point  where  we  can 
look  at  these  issues  problem  by  problem," 
says  Kurtz.  "The  solutions  will  be  holistic 
ones,  and  the  good  news  is  that  everyone, 
including  the  U.S.  Congress,  is  beginning 
to  understand  that.  Our  mission  is  to 
ensure  that  as  government  begins  to  take 
action,  it  is  aware  of  the  private  sector's 
activity  to  secure  information  systems,  and 
that  any  new  regulation  utilizes  existing 
guidance  and  standards  to  minimize  the 
burden  on  the  private  sector." 

The  issue  is  vita!,  say  Kurtz  and  others, 
because  information  technology  now 
touches  every  sector  in  the  economy.  It  car- 
ries all  of  our  personal  and  financial  infor- 
mation, and  contains  the  mission-critical 
information  not  just  of  businesses  but  of 
government  as  well.  "When  we  talk  about 
cyber  security  today,  we're  talking  about  the 
confidentiality,  the  integrity  and  the  avail- 
ability of  information,"  says  Kurtz.  "The 
scope  is  literally  as  wide  as  the  economy." 

Senior  executives,  he  believes,  need  to 
assess  the  issue  of  security  from  a  different 
vantage  point  than  what  they  have  been 
accustomed  to.  "They  need  to  see  that  they 
are  really  dependent  on  cyber  security  to 
ensure  operations,  customer  and  investor 
confidence,  as  well  as  efficiency,"  he  says. 
"On  a  regular  basis,  chief  executives  need 
to  evaluate  the  risk  and  exposure  of  IT  sys- 
tems. They  need  to  identify  and  protect  crit- 
ical information  systems,  as  well  as  ensure 
that  continuity  plans  are  in  place  and  tested 
on  a  regular  basis." 

ISS:  Taking  On 
Cyber  Security 

Cyber  security  can  often  be  confusing  for 
business  leaders  to  understand  "because 
it's  not  something  tangible  that  they  can 
see,  touch  or  feel,  like  physical  security," 


says  Tom  Noonan,  che 
president  and  chief  ex| 
officer  of  Internet  S 
Systems  (ISS).  "But  all  of  the 
coming  to  the  understanding  tha 
businesses  are  dependent  on  the  safi 
uninterrupted  flow  of  data  in  and 
their  systems,  and  that  those  system 
to  be  protected." 

Protection  used  to  be  limited  to  fu 
and  anti-virus  software,  says  Noona 
the  threat  has  evolved  well  beyond  t 
a  recent  survey  of  ClOs,  he  says,  99 
they  had  implemented  a  firewall  an< 
virus  system  in  their  companies,  bu 
had  suffered  a  compromise  or  \ 
associated  with  a  virus  or  an  unauth 
entry.  "The  threat  is  always  changin 
your  security  system  had  better  be 
five  to  those  threats  —  and  dea 
them  in  a  pre-emptive  fashion,  not  c 
tive  fashion,"  says  Noonan.  "The  s 
has  to  be  intelligent  enough  to  dete 
stop  new  threats." 

As  one  of  the  oldest  contin 
operating  enterprise  security  comp 
ISS  pioneered  the  technology  kno 
intrusion    prevention    and  dete 
"Intrusion  prevention  can  best  be 
ized  as  a  very  intelligent  gatekeeper, 
Noonan.  "It  can  detect  and  prever 
type  of  threat,  and  it's  driven  b 
research  and  development  capat 
that  analyze  vulnerabilities  and  bu 
equivalent  of  pre-emptive  shield 
those  vulnerabilities  so  that  they  ca 
compromised." 

To  safeguard  themselves,  com 
also  need  to  assess  their  vulnerability 
tinuously  on  the  network,  in  order  to 
where  their  weaknesses  lie.  "Most  cc 
nies  never  get  a  checkup,  so  they 
-know  anything  about  their  weakne 
says  Noonan.  "Running  a  vulner 
assessment  system  across  your  netwc 
show  where  you  have  problems  is  cri 
important  to  pre-emptive  security." 

Business  leaders  must  also  begin  t 
ognize  that  their  networks  have  no  d 
borders,  since  they  are  open  to  allow 
one  in  and  out  to  conduct  commerce 
only  way  to  achieve  any  kind  of  S 


jnent  is  to  protect  every  desktop, 
rver,  every  network  segment,"  says 
.  The  other  crucial  component  is  to 
I  a  centralized  management  and 
g  system  that  can  discover  vulnera- 
iternally  before  they  are  discovered 
Sy. 

U  An  Integrative 
roach 

:h  as  technology  has  changed  in 
/ears,  the  actual  demands  of  cus- 
have  not:  They  want  efficiency,  pro- 
/  and  the  tools  to  create  a  competi- 
erence  in  the  market.  "As  a  total 
lis  provider,  we  bring  strong  value  to 
tomer  by  building  security  into  that 
says  Steve  Reese,  senior  security 
ant  for  NEC.  "We  don't  treat  securi- 
own  entity;  instead,  it's  an  overall 
the  strategy  for  addressing  the  cus- 
challenge." 

is  one  of  the  world's  leading 
's  of  Internet,  broadband  network 
terprise  business  solutions  dedicated 
jting  the  needs  of  its  diverse  base  of 
jers.  NEC  offers  the  broadest  range  of 
nications  choices,  flexible  platforms 
open  migration  path  to  protect 
ents. 

ijrity  concerns  are  pervasive  among 
ers.  "Whether  it's  IP  telephony, 
,nd  video  elements  or  even  more 
nal  communications  such  as  fax 
i:ess,  you  can't  talk  to  a  customer 
without  being  able  to  address  secu- 
ays  Reese.  "We've  responded  by 
the  ability  to  build  network 
cy  and  protection  as  part  of  an 
solution  to  the  customer." 
process  begins  by  identifying  all  the 
al  risks  that  a  customer  has,  through 
ssessment  practices.  "We  then  help 
nrough  the  development  with  NEC 
procedure  development  offerings  to 
develop  a  risk-mitigation  strategy 
elevant  to  the  individual  business," 
ese.  "We  focus  on  working  with  the 
er  to  identify  their  unique  chal- 
determine  a  path  of  action,  and 
that  total  solution  to  meet  their  spe- 
quirements  and  needs."  ■ 
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CRITICAL  DATA 

Internet  Security  Systems  Provides  a  Complete  Protection  Strategy 


In  the  Information  Age,  data  is  power,  but  it  is  also  money.  In  today's 
world,  stolen  data  is  not  simply  an  annoyance.  It  is  fodder  for  national 
headlines  and  public  outrage.  A  direct  correlation  exists  between 
protecting  your  data  and  protecting  your  bottom  line. 

The  security  landscape  has  shifted  forever  as  hackers  now  leverage  their 
technical  knowledge  for  financial  gain.  Your  business  must  function  in  this 
landscape  —  under  constant  attack  by  data  pirates  trying  to  steal  personal 
information.  How  do  you  know  if  your  data  is  sufficiently  protected?  Tom 
Noonan,  chairman,  president  and  chief  executive  officer  of  Internet  Security 
Systems  (ISS),  recommends  you  start  by  asking  the  right  questions: 

What  sensitive  data  do  we  have?  With  endless  types  of  data,  you  need  a 
classification  scheme  to  categorize  sensitive  information  and  separate  it 
from  non-critical  data. 

Where  is  our  sensitive  data  located?  While  it  may  primarily  reside  in  a 
production  database,  it  is  also  duplicated  onto  backup  tapes,  copied  to 
department  servers  and  cached  on  proxy  servers  or  client  systems.  You 
need  to  know  where  the  data  is  in  order  to  protect  it  effectively. 

What  are  the  points  of  access  to  our  sensitive  data?  Every  location  in 
which  data  resides  probably  allows  multiple  points  of  access.  Identifying 
both  physical  and  digital  access  points  is  the  first  step  in  securing  them. 

How  is  each  access  point  protected?  Once  you  have  identified  the 
physical  and  digital  points  of  access,  examine  how  well  each  access 
point  is  protected.  Using  a  single  mechanism  is  a  huge  mistake.  You 
need  multi-layered  protection. 

Who  has  access  to  what  data?  More  than  half  of  all  security  incidents 
involve  insiders.  Know  who  has  access  to  what  data.  Increased  access 
to  sensitive  data  should  only  be  given  when  both  the  "trust"  and  "need" 
criteria  are  met. 

How  do  we  track  our  sensitive  data?  Auditing  access  to  sensitive  data  is 
crucial.  Audit  logs  are  an  effective  mechanism,  but  they  must  also  be 
considered  sensitive  data. 

Does  my  enterprise  security  system  protect  both  systems  and  data?  An 

end-to-end,  multi-layered  system  that  enforces  policy  while  deflecting 
threats  is  the  only  way  to  truly  stay  ahead  of  the  threat. 

To  learn  more  about  ISS  and  safeguarding  critical  data,  call 
800-776-2362.  For  an  executive  brief  on  Safeguarding  Customer  Data  go 
to  www.iss.net/2005/safeguard_data/. 


Q  Internet  |  Security  I  Systems" 

Ahead  of  the  threat. 
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EVEN  THE  WEB  HAS  A  SWEET  SPOT. 

EVERYTHING  YOU  NEED  TO  KNOW  IS  AT  US0PEN.ORG 


Makers&Breakers 


For  more  financial  stats,  go  to  www.forbes.com/makers. 


War  Profiteers 


Defense,  a  boom-and-bust 
industry,  is  certainly  boom- 
ing now.  The  boom  will  per- 
haps end  with  a  wind-down 
of  fighting  in  Iraq.  But  if  anyone 
in  the  military  contracting  biz  has 
staying  power,  it's  L-3  communications 
HOLDINGS  (81.  LLL),  which  specializes  in 
electronics— satellites,  avionics,  imaging.  Three- 
quarters  of  L-3's  sales  are  to  the  Pentagon. 

One  new  product,  the  Evolution,  is  a  minidrone  small 
enough  to  fit  inside  a  soldier's  backpack  and  capable  of  flying 
40mph  at  up  to  5,000  feet  on  spying  missions.  L-3  also  produces 
explosives-detection  systems  and  should  benefit  from  an 
increase  in  Homeland  Security  spending 
following  the  London  bombings,  says  ana- 
lyst Peter  J.  Arment  of  JSA  Research.  Earn- 
ings jumped  39%  to  $221  million  in  the 
year's  first  half,  on  a  26%  revenue  gain  to 
$4  billion. 

Yet  some  on  Wall  Street  fear  that  the 
company's  just-completed  $2.6  billion 


L-3's  high-tech  innovai 
the  Evolution  spy  dron 
can  fit  inside  a  soldier 
backpack  and  can  fly 
5,000  feet. 


buyout  of  military  infotech  provider  Titan  will  cripple  L-3  1 
debt.  The  $2  billion  in  new  debt  that  L-3  used  for  the  deal) 
pumped  its  debt-to-capital  ratio  from  35%  to  an  estimated  4 
Analyst  Arment,  though,  argues  that  L-3's  chief  executive,  Fi 
C.  Lanza,  has  shown  a  deftness  at  managing  heavy  debt  durii 
long  history  of  acquisitions.  In  2000  Lanza  bought  ten  a 
nesses,  including  Raytheon's  training  devices  division, 
worked  down  the  resulting  61%  debt  load. 

L-3's  price/earnings  ratio  (21)  is  on  par  with  its  military-^ 
tronic  peer  group  (22).  Still,  thanks  to  its  high-margin  elect! 
ics  focus,  L-3's  net  profit  margin  (5.5%)  easily  beats  big  Ij 
Raytheon  (3.2%),  Lockheed  Martin  (3.6%)  and  NortH 
Grumman  (3.7%).  — Zack  O'Malley  Greeni 


Drug  Bust 

The  latest  litigation  nightmare 
belongs  to  Merck,  hit  with  a  $253 
million  jury  award  (likely  to  be 
reduced  to  $26  million  because  of 
Texas  caps  on  awards)  to  the  family 
of  a  man  who  died  after  taking  its 
painkiller  Vioxx.  More  suits  are  on 
the  way  for  Merck.  But  Wall  Street  is 
applauding  ELI  LILLY  (53.  LLY),  which 
seems  to  be  putting  its  legal  woes  behind 
it.  Lilly  has  agreed  to  setde  for  $690  mil- 
lion a  majority  of  the  claims  over  its  drug 
Zyprexa,  an  antipsychotic  remedy  that 
allegedly  increases  diabetes  risk. 

The  Street  also  likes  that  Lilly  has  long 
had  a  solid  product  lineup  (including  its 
now-generic  antidepressant  Prozac),  a 
good  pipeline  of  drugs  in  development 
and  above-average  dividend  yield,  2.8%. 

But  a  cold-eyed  view  of  Lilly's  situa- 
tion should  have  investors  reaching  for 


Stock  price 


their  Prozac.  The 
Zyprexa  deal  covers 
only  75%  of  the 
known  claims  against 
the  firm.  Lord  knows 
what  will  happen 
with  the  rest.  Zyprexa 
had  made  up  a  third 
of  Lilly's  revenue  in  2004,  but  its  sales 
slipped  8%  in  2005's  first  half  amid  the 
bad  publicity  and  competition  from 
Bristol-Myers  Squibb's  Ability. 


Michael  Krensavage,  a  drug  indu 
analyst  at  Raymond  James,  also  point 
a  24%  slide  in  another  key  Lilly  prod 
Strattera,  an  attention  deficit  disoi 
drug.  Lilly  says  Strattera's  drop-off  is 
to  wholesalers  drawing  down  inven 
and  declining  prescription  trends. . 
Krensavage  isn't  happy  that  Lilly  has  t 
restructuring  royalty  agreements  to  c 
money  into  the  current  year,  insteai 
getting  paid  later. 

Its  P/E  of  19,  not  counting  the  ch; 
to  cover  the  Zyprexa  settlement,  is  in 
with  peers.  But  Krensavage  says  that,  u 
a  price  multiple  based  on  just  drug  s 
(excluding  income  from  cash,  etc.),  Lil 
expensive.  He  says  the  stock  trades  at 
times  sales  versus  Schering-Plough'; 
and  Bristol's  2.6.  Lilly  says  his  analyj 
off-target,  that  the  royalty  amounts 
nothing  to  worry  about  and  that 
ignores  its  product  and  producti 
strengths.  We  say  short  this  still-overpr 
stock.  — Elizabeth  MacDor 
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You've  always  envisioned  the  day  when  moving 
your  company  the  next  Step  forward 

wouldn't  set  its  cash  flow  three  steps  back. 


When  adding  locations  wouldn't  subtract 

from  your  employees'  well-being. 


When  expanding  your  product  line  wouldn't 

expend  all  of  your  hard-earned  resources. 

You've  always  had  a  flair  for  looking  forward. 


Isn't  it  good  to  know  one  bank  is  always 

watching  your  back? 


You've  always  had  the  ability  to  see  what's  best  for  your  company. 
Fortunately,  that  includes  your  choice  of  financial  providers.  That's 
why  more  and  more  decision  makers  like  you  are  deciding  on 
KeyBank  for  the  people,  plans  and  products  needed  to  keep  your 
companies'  sights  set  firmly  on  the  future.  Without  needing  eyes  in 
the  back  of  your  heads. 

Achieve  anything. 

Call  1 -800-KEY6070,  or  visit  Key.com/corporate 

KeyBank 


All  loans  subject  to  credit  approval.  Key.com  is  a  federally  registered  trademark  of  KeyCorp. 

©2005  KeyCorp 


Portfolio  Strategy  Kenneth  L  Fisher 


You  Bought  A 
What?! 


SHOULD  I  HAVE  WRITTEN  A  COLUMN  ON  ANNUITIES? 
I've  been  in  this  space  for  21  years  but  have  never 
seen  the  need  to  say  the  obvious,  which  is  that  an 
annuity  is  just  a  mutual  fund  dressed  up  with  some 
punitively  stiff  fees.  (I  am  talking  only  about  the 
most  common  form  of  annuity — the  deferred  annuity  sold  as 
an  investment  account.  The  other  kind,  the  instant  annuity 
that  converts  a  lump  sum  into  a  monthly  lifetime  payout,  is 
another  matter.) 

A  FORBES  reader  from  Mutual,  Ohio  recently  reminded 
me  that  it  is  sometimes  useful  to  state  the  obvious,  if  that  will 
protect  investors  from  making  serious  mistakes.  The  reader 
told  me  that  he  had  bought  a  variable  annuity  and  wanted 
advice  on  what  to  do  next.  The  damage,  though,  was  done. 
Broker-sold  annuities  levy  killer  annual  fees,  in  large  part  to 
compensate  the  brokers  who  sell  them.  You  are  required  to 
keep  your  money  in  place  for  a  while — seven  years  is  typical. 
You  can  get  out  early  only  by  paying  a  huge  exit  fee  to  make 
up  for  the  vendor's  lost  chance  to  extract  that  annual  fee. 

Maybe  I  was  too  hard  on  the  poor  fellow  who  wrote  in.  I 
instructed  him  that  he  should  never,  ever  again  make  any 
financial  decision.  Have  a  spouse  or  offspring  do  it.  If  no  one 
loves  you,  have  your  county  court  conserve  you.  Buying  a 
deferred  annuity  proves  you  are  a  serious  dupe.  Seriously. 

The  only  ones  benefiting  from  annuities  are  the  insurance 
companies  issuing  them  and  the  sales  reps  selling  them.  Sales 
reps  usually  lie.  They  never  tell  the  whole  truth.  That  is,  they 
may  mention  the  annual  fees  and  the  exit  penalty,  but  they 
rarely  clarify  how  strongly  motivated  the  broker  is  to  push 
you  into  this  particular  product.  The  sales  commission,  paid 
out  of  those  annual  fees  you  are  committing  to,  can  easily  be 
8%  to  16%  of  the  amount  you  invest.  And  almost  never  does 
the  salesman  disclose  the  fundamental  fact  that  you'd  be  bet- 
ter off  investing  similarly  outside  the  annuity — for  example, 
in  a  plain  old  mutual  fund. 

The  tax  deferral  that  comes  with  deferred  annuities  is 
costly,  unless  you  live  for  centuries.  Under  present  law 
the  tax  rate  on  capital  gains  and  dividends  is  15%.  The 
annuity  defers  this  tax,  but  at  the  cost  of  more  than  dou- 


bling the  rate.  Profits  from  annuities  are  taxed  as  ordiri 
income,  at  rates  up  to  35%.  Ouch! 

The  hot  new  type  is  equity-indexed  annuities.  These  j 
you  a  sliver  of  upside  potential  while  promising  that  y 
principal  will  not  shrink.  I  do  mean  "sliver."  And  your  pi 
cipal  may  shrink.  There's  not  much  left  for  potential  g 
not  when  you  have  paid  for  the  put  option  (the  suppc 
guarantee  against  loss)  and  paid  for  the  broker's  golf  c 
membership  and  kids'  college. 

Instead  of  losing  money  while  insurers  use  yours  to 
stocks  for  themselves,  buy  good  stocks  directly  and  hold  th 
France's  Suez  Lyonnaise  (29,  SZE)  is  a  well-run,  diversi 
(but  very  cheap)  utility.  It  sells  electricity  in  the  Netherlai 
Belgium  and  Luxembourg,  and  natural  gas  across  Europe 
America,  with  more  flexibility  than  competitors;  it  is  also 
world's  second-largest  water  treatment  services  firm,  v 

big  economies  of  scale.  It  < 
at  discounts  to  indu« 
norms  at  58%  of  its  $50 
lion  of  annual  revenue  anc 
times  trailing  earnings.  Y 
is  3.6%. 

Millipore  Corp.  (61,  mil)  p 
vides  tools  for  drug  deve 
ment.  Its  key  technologies 
membrane  filtration 
chromatography  that  use 
exclusion  to  filter  fluids 
bacteria  and  viruses.  At) 
times  earnings  it  isn't  ch 
compared  to  the  market, 
it's  a  bargain  for  a  pro 
profitmaker  in  biotech. 
Mine  Safety  Appliances  (44,  MSA)  is  the  global  leader 
safety  products  for  workers  in  hostile  environments.  It  s 
gas  masks,  combat  helmets  and  toxic-detection  instrume 
for  construction  workers,  firefighters,  miners  and  soldi 
This  is  a  growth  field  as  global  incomes  rise.  New  products 
driving  growth  further  as  entries  of  the  last  three  years  del 
a  third  of  sales.  Global  distribution  lets  Mine  Safety  ca 
more  than  its  share  of  the  growth.  At  18  times  this  year's  ea 
ings  and  1.8  times  revenue,  this  is  a  classic  growth  firn 
marketlike  valuations. 

In  July  I  detailed  why,  despite  popular  mythology,  ther 
no  housing  bubble.  If  you  believe  housing  won't  implc 
then  Williams-Sonoma  (40,  WSM)  is  a  contrarian's  dream 
America's  leading  retailer  for  home  decor  and  kitchen  net 
it  operates  five  successful  retail  store  concepts  and  has  a  he 
repeat  customer  base.  Almost  half  its  revenue  comes  fr 
catalog  and  Internet  sales.  It  is  a  much-better-than-aver 
firm  selling  at  marketlike  multiples  of  1.4  times  revenue  i 
20  times  this  year's  earnings. 


The  only  ones 
benefiting  from 
deferred 
annuities  are 
the  insurance 
companies 
issuing  them  and 
the  sales  reps 
selling  them. 


pV~|l*lApc      Kenneth  L.  Fisher  is  a  Woodside.  Calif-based  money  mana 
mdf      Visit  his  home  page  at  www.forbes.com/fisher. 
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from  your  friends  at  The  Ad  Council 


Leadership  Circle  ($100,000+) 

The  Advertising  Council  Board 

of  Directors 
PepsiCo,  Inc. 

The  Procter  &  Gamble  Company 
The  Reader's  Digest 
Association,  Inc. 
Robert  Wood  Johnson  Foundation 
Time  Warner  Inc. 

United  Way  of  Metropolitan  Atlanta 

Benefactors 
($50,009  -  $99,999) 

Bank  of  America  Corporation 
Comcast  and  Comcast  Spotlight 
Donovan  Data  Systems,  Inc. 
GE  Foundation 
General  Motors  Corporation 
Google  Inc. 

The  Hearst  Corporation 
Hewlett-Packard  Company 
The  Home  Depot,  Inc. 
Johnson  &  Johnson  Family 

of  Companies 
Kellogg  Company 
McCormick  Tribune  Foundation 
MSN 
Viacom 
Yahoo!  Inc. 

Platinum  Class 
($35,000-$49,999) 

ABC.  Inc. 

The  Coca-Cola  Company 
Cox  Enterprises 

Magazine  Publishers  of  America. 
Inc. 

NBC  Universal 

Newspaper  Association  of  America 
The  UPS  Foundation 

Diamond  Class 
($20,000-$34,999) 

America  Online,  Inc. 
American  Association  of 

Advertising  Agencies,  Inc. 
American  Express  Foundation 
Anheuser-Busch  Companies,  Inc. 
The  Annie  E.  Casey  Foundation 
Association  of  National 

Advertisers,  Inc. 
BBDO  Worldwide 
BellSouth  Corporation 
Burger  King  Corporation 
Campbell  Soup  Company 
Carat  North  America 
Charles  Schwab  &  Company,  Inc. 


Chemistri 
Cingular  Wireless 
Cisco  Systems,  Inc. 
Clear  Channel  Communications,  Inc. 
The  Coca-Cola  Foundation 
Conde  Nast  Publications  Inc. 
DaimlerChrysler  Corporation  Fund 
DDB  Worldwide  Communications 

Group,  Inc. 
Deloitte  &  Touche 
Deutsch, Inc. 
Diageo  pic 

Dow  Jones  &  Company,  Inc. 
EURO  RSCG  Worldwide 
Exxon  Mobil  Corporation 
FCB  Worldwide 
Federal  Express  Corporation 
Ford  Motor  Company  Fund 
FOX  Broadcasting  Group 
General  Mills,  Inc 
Grey  Global  Group 
GroupM 

Hachette  Filipacchi  Media  U.S.,  Inc. 
Initiative  Media  Woridwide 
Intel  Corporation 

The  J.P  Morgan  Chase  Foundation 
Leo  Burnett  USA,  Inc. 
Lowe  &  Partners  Worldwide 
Madison  Square  Garden 
Major  League  Baseball  Properties 
Massive  Incorporated 
MasterCard  International,  Inc. 
McCann  Worldgroup 
McDonald's  Corporation 
Merck  &  Company,  Inc. 
Meredith  Corporation 
National  Association  of 

Broadcasters 
National  Basketball  Association 
National  Cable  & 

Telecommunications  Association 
National  Football  League 
National  Hockey  League 
Nestle  USA,  Inc. 
Novartis  Consumer  Health 
Ogilvy  &  Mather  Worldwide 
OMD  Worldwide 
Pfizer  Consumer  Group 
PRIMEDIA  Inc. 
Publicis 

Saatchi  &  Saatchi  Advertising 

Worldwide 
Sony  Corporation  of  America 
Sprint  Corporation 
State  Farm  Insurance  Companies 
Target  Corporation 


TBWA  ChiatVDay,  Inc. 
Toyota  Motor  Sales,  U.S.A.,  Inc. 
Turner  Broadcasting 
TV  Guide 

Tyco  International 
Unilever  United  States,  Inc. 
USA  Today 
Valassis 

Verizon  Communications 
Wachovia  Corporation 
Wm.  WrigleyJr.  Company 

Foundation 
Xerox  Corporation 
Young  &  Rubicam  Inc. 

Gold  Class  ($10,000-$19,999) 

Advance  Publications 
The  Allstate  Corporation 
American  Advertising  Federation 
Arnold  Worldwide  Partners 
Black  Entertainment  Television 
Bloomberg 
The  Boeing  Company 
Cabletelevision  Advertising 

Bureau,  Inc. 
Cadbury  Schweppes  Americas 

Beverages 
Campbell-Ewald 
Caterpillar  Inc. 
The  Clorox  Company 
Colgate-Palmolive  Company 
The  Community  Foundation  For 

Greater  Atlanta 
Cox  Enterprises,  Inc. 
Cram  Communications,  Inc. 
The  David  Bell  Foundation 
The  Dial  Corporation 
Discovery  Communications,  Inc. 
Eastman  Kodak  Company 
Ernst  &  Young  LLP 
The  Gillette  Company 
Goldman,  Sachs  &  Co. 
Gotham  Inc. 
GSD&M 

Hallmark  Cards,  Inc. 

The  Kaplan  Thaler  Group,  Ltd. 

Knight  Ridder 

Kraft  Foods  Inc. 

Liberty  Mutual  Foundation 

Lifetime  Television  Network 

Liz  Claiborne,  Inc. 

L'Oreal,  USA  Inc. 

Mattel,  Inc. 

MediaNews  Group,  Inc. 
Merkley  +  Partners 
Merrill  Lynch  &  Company,  Inc. 
MetLife  Foundation 


Metromedia  Company 
Motorola,  Inc. 

Nestle  Purina  Petcare  Company 
The  New  York  Times  Company 

Foundation 
OnMedia  the  Advertising  Division 

of  Mediacom  Communications 

Company 
Outdoor  Advertising  Association 

of  America 
PACCAR  Foundation 
PARADE  Publications,  Inc. 
PricewaterhouseCoopers  LLP 
Qwest 

Raytheon  Company 
R.R.  Donnelley  &  Sons  Company 
Starcom  MediaVest  Group 
TD  Waterhouse 
Television  Bureau  of 
Advertising,  Inc. 
Univision  Communications,  Inc. 
UPS  Foundation 
VISA  U.S.A.  Inc. 
VNU,  Inc. 

Volkswagen  of  America 
Welch  Foods  Inc. 
Wells  Fargo  Bank 
Wendy's  International,  Inc. 
Whirlpool  Corporation 
Yellow  Pages  Association 

Silver  Class  ($5.00049,999) 

A  &  E  Television  Networks 
American  Business  Media 
Arbitron  Inc. 

Avrett  Free  &  Ginsberg. Inc. 

Bayer  Healthcare 

Berlin  Cameron/Red  Cell 

The  Boston  Globe 

Charter  Communications 

ConocoPhillips 

Dailey  &  Associates 

Direct  Marketing  Association.  Inc 

Draft 

Edison  Electric  Institute 

Susan  Gianmno 

The  Goodyear  Tire  &  Rubber 

Company 
Heineken  USA  Inc. 
Hershey  Foods  Corporation 
Interep  National  Radio  Sales,  Inc. 
Landmark  Communications,  Inc. 
LEGO  Systems.  Inc. 
The  Martin  Agency 
Masterfoods  USA 
Mercedes-Benz  USA,  LLC 
Mullen 


Newsweek 
Edward  Ney 

Nielsen  Media  Research 

Northwest  Area  Foundation 

Northwestern  Mutual  Foundation 

Pitney  Bowes  Inc. 

Publix  Super  Markets  Charities 

Radio  Advertising  Bureau 

The  Richards  Group,  Inc. 

Scripps  Howard  Foundation 

The  Star-Ledger 

Viacom  Stations  Group 

The  Washington  Post 

WestWayne,  Inc. 

Robert  C.  Wright 

Wyeth 

Bronze  Class  (Sl.000-S4.999) 

Abelson-Taylor.  Inc. 
Bonneville  International 
Children's  Charities  of  America 
Combe  Incorporated 
Community  Newspaper 

Holdings.  Inc. 
GlobalHue 

The  Hubbard  Broadcasting 

Foundation 
iVillage  Inc. 

LIN  Television  Corporation 
The  May  Department  Stores 

Company 
Media  General,  Inc. 
Moet  Hennessy  USA 
The  PGA  of  America 
Public  Intelligence 
Pulitzer  Inc 

Ripple  Effects  Interactive,  Inc. 
RPA 

Schawk  New  York 
Securian  Foundation 
SEI  Investments 

ThyssenKrupp  Materials  NA,  Inc. 
TIAA-CREF 

Tierney  Communications 
Trading  Bay  LLC 
Wieden  +  Kennedy 

Friends  (Under  $999) 

Block  Communications,  Inc. 
Dana  Chase  Publications 
Greater  Bridgeport  Area 

Foundation 
iCare/National  Charitable  Services 
Korey  Kay  &  Partners 
Thomas  Publishing  Company 
Weyforth-Hass  Marketing 


The  Ad  Council  thanks  our  generous  donors  whose  support  enables  Smokey,  McQruff 
and  all  of  our  public  service  campaigns  to  enrich  the  lives  of  Americans. 


www.adcouncil.org 

To  learn  how  your  company  can  help,  call  Sara  Weisenthal  at  212-922-1500. 


LViewL  Steve  H.  Hanke 


Beijing's 
Tactical  Retreat 


UNDER  A  BARRAGE  OF  FALLACIOUS  ARGUMENTS  FROM 
the  Bush  Administration  and  the  U.S.  Congress,  Bei- 
jing made  a  tactical  retreat  on  July  21.  It  "reformed" 
China's  exchange-rate  regime.  After  a  decade  in  which 
the  yuan  had  been  linked  to  the  U.S.  dollar  at  a  fixed 
rate,  China  adopted  a  managed  floating-exchange-rate  regime. 
And  on  the  new  system's  initial  day  of  operation  the  yuan  was 
allowed  to  move  from  8.28  to  the  dollar  to  8.1 1,  a  2.1%  yuan 
appreciation. 

U.S.  Treasury  Secretary  John  Snow  hailed  these  changes  as  a 
positive  first  step.  For  months  he  had  been  piously  lecturing  the 
Chinese  about  why  it  was  in  China's  interest  to  dump  its  fixed- 
rate  system  and  engineer  a  yuan  appreciation.  According  to  Sec- 
retary Snow,  these  changes  would  "allow  China  to  more  easily 
and  effectively  pursue  price  stability,  stabilize  growth  and  respond 
to  economic  shocks." 

That  latest  version  of  Uncle-Sam-knows-best  is  laughable.  It 
is  not  as  if  China  has  been  making  a  mess  of  its  economy.  Since 
the  yuan's  fix  to  the  dollar  in  1995,  China's  real  growth  rate  has 
been  second  to  none,  exceeding  8%  per  year  on  average.  It  also 
passed  the  Asian  financial  crisis  shock  test  with  flying  colors. 
Real  growth  was  6%  in  1998,  the  year  after  the  Thai  baht  col- 
lapsed and  set  off  a  wave  of  Asian  recessions,  and  6.2%  in  1999. 
And  all  this  growth  has  been  accompanied  by  tame  inflation — 
an  average  annual  rate  of  2.25%,  less  than  the  U.S.  rate. 

But  it's  not  the  first  time  U.S.  special  interests  have  prevailed 
in  the  name  of  helping  China.  During  his  first  term  Franklin  D. 
Roosevelt  delivered  on  a  promise  to  do  something  for  silver. 
Using  the  authority  granted  by  the  Thomas  Amendment  of 
1933  and  the  Silver  Purchase  Act  of  1934,  the  Roosevelt  Admin- 
istration bought  silver.  This  and  bullish  rumors  about  U.S.  silver 
policies  helped  to  push  the  price  of  silver  up  by  128%  (calcu- 
lated as  an  annual  average)  in  the  1932-35  period. 

Bizarre  arguments  contributed  mightily  to  the  agitation  for 
high  silver  prices.  One  centered  on  China  and  the  fact  that  it  was 
on  the  silver  standard.  Silver  interests  asserted  that  higher  silver 
prices — which  would 
bring 


yuan — would  benefit  the  Chinese  by  increasing  their  pure 
ing  power.  As  a  special  committee  of  the  U.S.  Senate  reporte 
1932,  "Silver  is  the  measure  of  their  wealth  and  purcha 
power;  *it  serves  as  a  reserve,  their  bank  account.  This  is  wc 
that  enables  such  peoples  to  purchase  our  exports." 

Things  didn't  work  according  to  Washington's  scenaric 
the  dollar  price  of  silver  and  of  the  yuan  shot  up,  China 
thrown  into  the  jaws  of  depression  and  deflation.  In  the  193! 
period  gross  domestic  product  fell  by  26%  and  wholesale  pi 
in  the  capital  city,  Nanjing,  fell  by  20%.  In  an  attempt  to  se< 
relief  from  the  economic  hardships  imposed  by  U.S.  silver  r. 
cies,  China  sought  modifications  in  the  U.S.  Treasury's  sil 
purchase  program.  But  its  pleas  fell  on  deaf  ears.  After  rr 
evasive  replies  the  Roosevelt  Administration  finally  indicate< 
Oct.  12,  1934  that  it  was  merely  carrying  out  a  policy  mand. 
by  Congress.  Realizing  that  all  hope  was  lost,  China  was  foi 

to  effectively  abandon  the  s; 
standard  on  Oct.  14,  1' 
though  an  official  stateu 
was  postponed  until  Noi 
1935.  This  spelled  the  be; 
ning  of  the  end  for  Chiang 
shek's  Nationalist  govern  m 
History  doesn't  have  tc 
peat  itself  and  probably  wc 
After  all,  a  significant  yuan 
preciation  against  the  do 
today  would  result  in  a  n; 
deflationary  impulse,  as  it 
in  the  1930s.  For  example 
appreciation  in  the  yuar 
20% — a  number  tossed  aroi 
by  many  Washington  pol 
cos — would  generate  a  16% 
flationary  impulse.  This  would  completely  sink  China's  ban]* 
system  and  spread  untold  hardship  among  China's  800  mill 
restless  rural  residents. 

Beijing  knows  this.  Perhaps  this  explains  why  the  Peop 
Bank  of  China  chose  to  adopt  the  type  of  "flexible"  monel 
setup  employed  in  Singapore.  Since  1981  the  Singapore  doll 
exchange  rate  has  been  managed  against  an  undisclosed  baske 
currencies.  Under  Singapore's  unique  version  of  a  managed  flc 
ing  exchange  rate  the  Singapore  dollar  has  shadowed  the  I 
dollar.  Indeed,  today's  exchange  rate  of  1.67  to  the  U.S.  dolla 
almost  exactly  the  same  as  the  average  value  in  1991  and  \9C- 
China's  choice  of  Singapore's  basket  approach  to  mana; 
floating  could  portend  a  wise  combination  of  emolli 
rhetoric  with  a  realistic  defense  of  China's  economic  intere 
For  yuan  bulls  it  could  mean  some  pretty  big  disappointmei 
The  ones  who  are  taking  out  dollar  loans  to  buy  and  hold  yi 
are  incurring  significant  carrying  costs  while  waiting  in  vain 
a  payday. 


A  significant 
yuan 

appreciation 
against  the 
dollar  today 
would  result 
in  a  nasty 
deflationary 
impulse,  as  it 
did  in  the  1930s. 


with  them  an 
appreciation    in  the 
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Steve  H.  Hanke  is  a  professor  of  applied  economics  at  The  Johns  Hopkins  University  in  Baltimore  ar 
senior  fellow  at  the  Cato  Institute  in  Washington.  D  C.  Visit  his  home  page  at  www.forbes.com/hanke. 
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Robert  P.  Riggs,  Private  Bank  Client 


Robert's  bank 


provides  a  skilled  private  banker  who  shares  his  energy  and  commitment 
is  fully  vested  in  both  his  personal  and  business  financial  goals 
has  been  a  part  of  his  company's  six-fold  growth  since  1982 
delivered  on  the  complex  financing  to  triple  his  headquarters  space 
echoes  his  strong  belief  in  the  value  of  relationships. 


Banking  Services  •  Trusts  •  Investment  Management 

Beverly  Hills    Iivin-  I  ns  Angeles      Palo  Alto      Portland       Raricho  Mirage  Sacramento 

San  Diego       Sum  U  vh  isfo       San  Jose  Seattle  facoma         Walnut  Cioek 

This  is  no!  i  toinmitmiwt  '"  lend.  loan1  subject  to  credit  approval.  Financing  available  to  residents  of 
California.  Oit-ni.!!,  hi  Washington  IwHjis  and  conditions,  subject  to  change. 

Visit  us  at  uboc.com  200S  Union  Bank  of  California,  N.A.  Memtoei  PDi(  ,m„„ 


Invest  in  you 


The 

Private 
Bank 


the  possibilities 

feel 


the  connection 


reach 


your  goals 


YOUR 
BUSINESS 


Women's  Leadership  Exchanj 
New  York  Conferenc 

Thursday,  November  3rd,  2005  I  7:30  am  -  7:30 
Sheraton  NY  Hotel  &  Towers  I  New  York  ( 


Presented  by: 


AJVIERICANl 
lEXEBESS 


OPE 


FOR  BUSINE! 


Dr.  Ella  L.J.  Edmondson  Bell 

Associate  Professor  of  Business 
Administration,  Tuck  School, 
Dartmouth  College 


Edie  Weiner 

Futurist  and  Author,  FutureThink: 
How  to  Think  Clearly  in  a  Time 
of  Change 


Linda  Kaplan  Thaler 

CEO,  Kaplan  Thaler  Group, 
Creators  of  the  "AFLAC  Duck" 
campaign 


Women's  Leadership  Exchange  (WLE)  provides  the  knowledge,  tools  and  connections  women  business 
owners  need  to  grow  their  enterprises.  WLE's  interactive  all-day  conferences  connect  women  CEOs 
with  top  business  experts,  corporate  leaders  and  each  other. 

Limited  seating  available! 

Register  online  at  womensleadershipexchange.com  or  call  Jill  at  888.937.5800  today! 

For  more  information  about  the  conference,  visit  our  website  or  email  jkelly@womensleadershipexchange.com. 


r  Merrill  Lynch 


Microsoft  Smepot  C*kc^ 


(WYNDHAM 

HOTELS  &  RESORTS' 


VOLVO  8—  Entrepreneur  Forbes  EHI    MBE  ^mS? 


All  information  subject  to  change  withou' 


he-minute  financial  information  available  anywhere.  From  stock  quotes  to  business 
news  and  expert  analysis,  it's  everything  you  need  to  react  faster,  trade  smarter, 
and  go  home  in  a  good  mood.  To  get  started,  go  to  Yahoo!  and  click  on  Finance. 


The  Patient  investor  John  W.  Rogers  Jr. 


Halo  Effect 


CHICAGO'S  MAGNIFICENT  SKYLINE  HAS  NUMEROUS 
landmarks:  the  Tribune  Tower,  the  Wrigley  Building, 
the  Aon  Center  and  the  Sears  Tower.  The  one  I  find 
most  meaningful  is  Johnson  Publishing's  headquar- 
ters on  Michigan  Avenue.  Erected  in  1971,  the  build- 
ing remains  both  an  impressive  structure  and  the  only  Chicago 
skyscraper  built  by  an  African-American.  Company  founder 
John  H.  Johnson,  one  of  the  greatest  entrepreneurs  of  the  20th 
century,  died  Aug.  8  at  87. 

Mr.  Johnson  started  a  small  business  in  1942  that  would 
become  the  largest  black-owned  publishing  company.  He  was 
the  mastermind  behind  Ebony,  the  first  magazine  celebrating 
black  lifestyle  and  achievement,  which  60  years  later  is  read  each 
month  by  1 1  million  people.  This  quintessential  brand-builder 
showed  his  genius  and  imagination  with  other  hits  like  Jet,  the 
newsweekly,  and  Fashion  Fair  Cosmetics,  the  largest  black- 
owned  makeup  and  skin  care  company. 

Mr.  Johnson's  autobiography,  Succeeding  Against  the  Odds 
(coauthored  with  Lerone  Bennett  Jr.)  describes  how  he  turned  a 
$500  loan  against  his  mother's  furniture  into  an  empire  gener- 
ating $500  million  in  annual  revenue,  employing  thousands  and 
giving  hope  to  millions  more.  As  Bennett  reminded  us  at  Mr. 
Johnson's  funeral,  "He  was  an  American  original."  Mr.  Johnson 
put  a  new  face  on  the  American  Dream.  Through  paper,  pictures 
and  pure  determination,  he  chipped  away  at  misguided  stereo- 
types and  revealed  the  successes,  power  and  potential  of  black 
men  and  women.  As  Senator  Barack  Obama  (D-IU.)  eloquently 
stated,  he  left  "an  imprint  on  the  conscience  of  a  nation." 

Mr.  Johnson  was  an  incredible  role  model.  His  life's  work 
became  tangible  proof  that  people  of  color  could  succeed  not 
only  in  journalism  but  in  any  vocation  of  their  choosing.  As  an 
entrepreneur,  I  am  awed  by  his  vision  and  business  acumen.  His 
generosity  and  concern  for  humanity  were  boundless.  He  helped 
raise  $50  million  for  the  United  Negro  College  Fund  and  other 
scholarship  programs.  Generations  of  future  black  journalists 
are  being  educated  at  the  John  H.  Johnson  School  of  Commu- 
nications at  Howard 
University  that  he  [ 
helped  endow.  Many 


prestigious  organizations  sought  his  counsel,  including  Chi 
and  Harvard  Business  School.  So  did  U.S.  Presidents  and  <j 
political  leaders,  Democratic  and  Republican  alike.  In  1996 
ident  Bill  Clinton  bestowed  on  him  the  Presidential  Med 
Freedom,  the  country's  highest  civilian  award. 

Mr.  Johnson's  concern  for  others  made  him  a  better  e 
preneur  and  ultimately  made  privately  owned  Johnson  Pub 
ing  a  great  business.  As  a  tribute  to  his  life,  I  am  highligl 
other  businesses  that  also  champion  the  human  spirit. 

Popular,  Inc.  (27,  bpop).  One  of  my  newer  purchases  i 
holding  company  of  Banco  Popular,  Puerto  Rico's  leal 
financial  institution  and  the  biggest  Hispanic-run  bank  in 
U.S.  For  112  years  Popular  has  been  serving  customers  pj 
ously  ignored  by  the  banking  industry.  It  dominates  the  is\i 
market  with  a  third  of  all  deposit  dollars  and  is  strong  in  sj 
with  rapidly  growing  Hispanic  populations,  like  New  York, 

ifornia  and  Texas.  It  is  tral 
at  a  12%  discount  to  my 
mate  of  what  the  busil 
would  fetch  in  a  takeout. 

Popular's  real  appeal  i 
rapport  with  its  employees 
fall  it  participated  in  "Mai 
Difference  Day,"  when  3 
employees  undertook  200  pj 
ects  ranging  from  taking 
handicapped  on  outing: 
working  in  a  food  bank 
cleaning  up  a  beach.  Emplo; 
get  two  days  of  paid  time 
annually  to  use  toward 
form  of  community  servicq 
Pitney  Bowes  (43,  PBl).  Vv 
began  in  1920  as  a  small  postage  meter  company  is  tod 
diversified  leader  in  mail  and  document-management  serv 
The  market  penalizes  it  for  seemingly  slow  growth.  I 
patient  and  disciplined  company  with  strategic  position 
India  and  China.  Forty-four  percent  of  its  employees,  and  th 
out  of  ten  directors,  are  minorities.  In  its  own  words,  Piti 
Bowes  is  pushing  the  envelope.  The  company  has  an  outstai 
ing  supplier- diversity  program.  The  stock  trades  at  a  23% 
count  to  my  estimate  of  its  private  market  value. 

Hasbro  (20,  HAS).  Every  kid  is  familiar  with  Hasbro's  Mr.  Pot 
Head,  G.I.  Joe,  Tonka  Trucks  and  Play-Doh.  The  company' 
heart  is  less  well  known.  Eleven  years  ago  on  Valentine's  Day 
doors  opened  to  Hasbro  Children's  Hospital,  the  pediatric  di 
sion  of  Rhode  Island  Hospital.  It  treats  67,000  children  annua 
Hasbro's  Charitable  Trust  &  Children's  Foundation  gives  gr 
to  worthy  causes  from  adoption  centers  to  the  Special  Olymp 
Despite  stop-and-start  results,  Hasbro  is  strengthenin 
balance  sheet  and  revitalizing  its  toy  lineup.  The  stock  chan 
hands  at  a  22%  discount.  Still  a  good  deal. 
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KARL  C.  KWOK,  CHAIRMAN  OF  A  DEPARTMENT  STORE  CHAIN  AND 
vice  president  of  the  Hong  Kong  Olympic  Committee,  is  on  a  mis- 
sion. This  summer  he  showed  up  in  Chicago  with  the  Beau  Geste — 
his  $1.5  million  high-tech  carbon-fiber  yacht,  winner  (for  its  class) 
of  the  2003  Transpac  Race  from  Los  Angeles  to  Hawaii.  His  goal:  to 
win  "the  Mac" — Lake  Michigan's  annual  race  from  Chicago  to 
Mackinac  Island.  Beau  Geste  would  be  helmed  by  famed  pro  Gavin 
Brady.  Two-thirds  of  its  crew  also  would  be  professionals. 
The  Mac  began  on  Saturday.  By  the  time  awards  were  handed  out  Tuesday  after- 
noon at  the  Mackinac  Island  Yacht  Club,  Kwok  was  a  beaten  man.  Beau  Geste  had 
finished  18  minutes  and  16  seconds  behind  Denali,  a  67-foot  Nelson  Marek  70 
crewed  entirely  by  amateurs,  mostly  Michiganders.  Kwok  was  gracious  in  defeat. 
Denalis  owner,  William  McKinley,  was  gracious,  too.  "Sometimes  you  win,  some- 
times they  win,"  McKinley  later  said  of  out-of-town  competitors.  "You  just  count 
your  blessings  when  you  beat  them." 

Midwestern  modesty.  Don't  take  it  too  seriously.  Great  Lakes  sailors  love  nothing 
better  than  beating  the  pants  off  skippers  from  the  seas  and  coasts — and  they've  been 
doing  it  for  some  time.  The  oldest  yacht  club  in  the  U.S.  is  not  New  York's.  It's  Detroit's. 

First  run  in  1898,  the  Mac  (not  to  be  confused  with  a  shorter  sister  race  up  Lake 
Huron)  is  the  world's  longest — 333  miles — annual  freshwater  race.  The  finish  line  is 
a  cutesy  resort  island  (no  cars,  just  bikes  and  horse-drawn  carriages)  in  the  straits 
between  Lakes  Huron  and  Michigan. 

Sailing  here  takes  some  adjustment  for  ocean  folk.  The  period  of  the  chop  is 
shorter,  since  waves  have  less  room  to  build  than  they  do  at  sea.  Freshwater  is  less 
buoyant,  a  subde  difference  for  helmsmen  to  take  into  account.  Then  there's  the 
weather,  which  on  Lake  Michigan  can  vary  enormously  from  year  to  year.  Winds  in 
the  1911  race  were  clocked  at  82mph  and  wrecked  a  well-known  boat,  the  Vencedor, 
near  Charlevoix,  Mich.  Last  year  the  wind  disappeared  entirely,  and  a  third  of  the 
boats  dropped  out. 

A  few  big  ocean-racers  have  made  their  mark  on  the  Mac.  Larry  Ellison's  Sayonara 
finished  first  in  1998  and  2000.  Roy  Disney's  Pyewacket  holds  the  current  monohull 
record  of  23  hours  and  30  minutes,  set  in  2002.  Ted  Turner,  though,  left  a  mark  of  a 
different  kind:  In  1970  he  reportedly  referred  to  Lake  Michigan  as  a  "millpond"  and 
said  of  it  sarcastically,  "Yeah,  I'm  really  scared."  That  weekend  his  American  Eagle  was 
caught  in  a  storm  with  real  winds  that  reached  60  knots.  As  one  of  his  crew  later 
wrote,  Turner  didn't  have  a  storm  jib  (a  kind  of  sail)  on  board  and  at  one  point 
thought  his  mast  had  snapped.  Sailors  here,  who  have  never  forgotten  Turner's  in- 
sults, enjoy  describing  his  comeuppance.  Cried  Ted  amidst  the  billows:  "I  publicly 
retract  anything  and  everything  I  have  ever  said  about  inland  sailing!"  Though  he 
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While  some  natives  approach  the  race 
with  great  seriousness — Nedeau,  for 
example,  is  such  a  fanatic  about  saving 
weight  that  he  tells  his  crew  to  cut  off  the 
bottoms  of  their  toothbrushes — Comeaux 
injects  some  fun.  Proof:  the  significant 
weight  devoted  to  alcohol,  and  the  fake 
plastic  butt  attached  to  the  back  of  a  pair 
of  shorts  he  wore  and  used  to  moon  a 
helicopter  before  crossing  the  starting  line. 

Then  he  was  off — sort  of.  There  was 
little  wind,  so  Outrageous,  along  with 
290  other  boats,  floated  for  several  hours 
in  front  of  the  Chicago  skyline.  It  looked 
like  a  repeat  of  windless  2004,  when 
Outrageous  had  dropped  out  on  Tuesday 
night.  The  wind  picked  up  Saturday 
evening,  and  Outrageous  skimmed  along 


Life 

finished  first,  he  departed  humbled. 
(Turner,  reached  for  comment,  says  he  can- 
not imagine  ever  having  made  the 
"millpond"  crack:  "I  have  always  known  it 
is  a  major  body  of  water.") 

Many  around  Chicago  sail  the  Mac 
year  after  year,  enjoying  its  social  opportu- 
nities as  much  as  its  sporting  challenge. 
There  are  three  days  of  parties  at  the 
Chicago  Yacht  Club  prior  to  the  race  and 
more  on  Mackinac  Island,  including  a 
rum-soaked  bash  sponsored  in  part  by 
Mount  Gay.  (Other  corporate  sponsors 
include  Lands'  End  and  LaSalle  Bank.) 

Though  no  McCormicks  or  Wrigleys 
competed  this  year,  the  field  was  rich  in 
doctors,  lawyers  and  wealthy  entrepre- 
neurs, including  the  owner  of  a  dairy 
farm.  The  race's  most  stalwart  adherents 
join  the  210-member  Island  Goats  Sailing 
Society,  whose  members  have  all  sailed  at 
least  25  Macs.  (Female  members  are 
Nanny  Goats.)  Old  Goat  John  Nedeau,  a 
74-year-old  Realtor  in  Muskegon,  Mich., 
this  year  completed  his  59th  race.  "I  don't 
know  why,  but  that's  what  you  want  to 
win,  the  granddaddy  of  them  all,"  he  says. 

This  year's  Mac  began  on  a  sunny  Sat- 
urday with  temperatures  in  the  upper  80s. 
Jefferson  (Jeff)  Comeaux,  a  Wells  Fargo 
senior  mortgage  consultant  and  owner  of 
a  43-foot  Benetau  named  Outrageous, 
based  in  Chicago's  Belmont  Harbor,  was 
starting  his  17th  Mac  in  good  spirits.  He 
had  won  or  placed  in  his  section  four 
times  with  Outrageous,  and  he  was  out  to 
do  it  again,  with  this  reporter  in  tow. 


For  Landlubbers 

Want  to  sail  the  Mac  vicariously?  Then  watch  The  Race  to  Mackinac,  a  2002  documen- 
tary produced  by  Chicago  public  television  station  WTTW.  The  station  put  cameras  on 
two  boats  and  zoomed  in  on  such  passing  scenery  as  Sleeping  Bear  Dunes  (a  national 
park  on  the  Michigan  coast)  and  Beaver  Island,  where  a  rogue  Mormon  leader  once 
declared  himself  king.  The  video  is  available  at  wttw.com  for  $15  (VHS  only). 

Best  book?  Tales  of  the  Chicago  Mackinac  Race  1898-1998,  available  in  hardcover 
from  the  Chicago  Yacht  Club.  Compiled  by  the  Island  Goats  Sailing  Society,  it  contains 
essays,  articles  and  many  historic  photographs-though  none,  sadly,  that  show  drunken 
yachtsmen  trying  to  steal  the  cannon  from  old  Fort  Mackinac  on  Mackinac  Island,  which 
they  tried  to  do  (unsuccessfully)  in  I960.  For  that,  words  alone  must  suffice. 

When  the  race  rolls  around  again  next  year— it  starts  on  July  22,  2006  — 
you  can  track  boats  equipped  with  GPS  devices.  Their  progress  is  mapped  at 
chicagoyachtclub.org/racetomackinac.  —E.L. 


Old  Goat  keeps  watch:  Gene  McCarthy,  77, 
has  completed  52  Mackinac  races. 

at  7.5  knots.  Just  as  suddenly  the  , 
deadened,  and  at  one  point  during  1 
night  the  wind  meter  read  zero.  Und 
the  stars  the  breeze  swung  from  nort 
east  to  south  to  northwest.  Half  the  era 
which  included  Comeaux's  son  Grej 
changed  sails,  trying  to  keep  up  wi 
changing  wind  conditions.  The  othe 
tried  to  sleep  in  bunks  below. 

Chicken  casserole,  salad,  wine  ai 
two  coolers  with  Red  Bulls  ai 
Heinekens  sustained  the  crew  as  the  be 
crossed  the  lake  and  headed  toward  t 
Manitou  Islands  in  northern  Michiga 
By  Sunday  night,  despite  predictions 
light  wind,  Outrageous  was  surfing  on  . 
knots  of  wind.  Two  crew  members  ha 
nessed  themselves  to  the  boat  and  movi 
to  the  bow  for  a  harrowing  change 
course  in  the  dark. 

As  the  night  wore  on,  the  helmsma 
used  stars  to  drive  straight.  Off  to  the  pa 
(left)  side  were  the  faint  green  tendrils 
northern  lights,  as  well  as  lightning  in  1 
far  distance.  After  reaching  the  45th  pa 
allel  at  around  4  a.m.,  our  navigator  use 
the  radio  to  call  the  race  committee.  VI 
learned  Outrageous  was  behind  the  com 
petition.  Morale  was  down,  but  corrj 
Monday  morning  the  wind  was  up; 
multihull  was  flipped  by  it. 

A  25-knot  blow  hit  us  from  the  wei 
as  we  raced  toward  the  massive  MacU 
inac  Bridge,  the  last  obstacle  between  i 
and  the  finish  line.  Denali  had  crosse 
11  hours  ahead  of  us,  at  3:16  a.m.,  it 
victory  lit  by  lightning.  Kwok's  Bea\ 
Geste  came  in  at  3:34  a.m.  Aboard  Oui 
rageous,  heeling  in  the  wind,  we  figure 
that  we'd  put  the  worst  behind  us.  Vv 
had  ripped  two  sails,  one  twice.  But  sud 
denly  we  heard  a  loud  pop  as  a  hal 
yard — the  line  used  to  hoist  the  fron 
sail — snapped.  The  sail  rushed  dowi 
and  fell  into  the  water,  our  crew  strug 
gling  to  rescue  it. 

When  we  finally  pulled  into  th« 
marina  at  2:06  p.m.,  in  brilliant  sunshine 
the  drinking  had  already  begun  at  bars  oi 
the  island.  The  Pink  Pony,  overlooking 
the  marina,  was  packed,  its  floors  sticb 
with  spilled  drinks.  Lake  Michigan  hac 
trumped  Outrageous,  as  she  had  coundes: 
others.  But  that,  plus  much  rum,  made 
for  good  stories  at  the  bar.  P 
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"fj  The  Royal  Bank  of  Scotland  Group 
www.rbs.com 

The  Insider's  Guide  to  Business  Travel 
~^b  British  Airways 
www.ba.com/clubworld 

Travel 

^b  British  Airways 
1-800- AIRWAYS 
www.britishairway  s  .com 

Understanding  and  Reducing  Payroll  Costs 

^  ADP 
www.adp.com 

"fj  Bank  of  America 
www.bankofamerica.com 
•^b  CORT  Software 
w  w  w.cortsoftware  .com 
-fl  ExcellerateHRO 
www.excelleratehro.com 
^b  Kronos  Incorporated 
w  w  w.kronos  .com 

What  is  Next  in  the  Electric  Utility 
Industry? 

^b  AEP  (American  Electric  Power) 

www.aep.com 

"f}  Constellation  Energy 

www.constellation.com 
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www.eei.org 
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O/f/ce  Furniture 

UNI 1 11)  STATES  PATENT 


No  Competition  -  Billion  Dollar 
Industry.  Make  more  money  in  one 
month  than  most  people  earn  in  one 
year.  If  you  can  comfortably  afford  an 
investment  of  $14,900  a  high  six 
figure  income  is  very  probable.  


Call:  888-369-1646 


Own  A 
Private  Bank 

800-733-2191 


Business  Opportunities 


OFFSHORE 


[THE  WORLD  IS  SHRINKING!  3 


Nanotedinobgy  is  changing  our  world 
...  our  dothes,  the  military,  sdence, 
autos,  medical  technology ...  every- 
thing! Ifs  the  investment  opportjunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today.  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  hght  side  of  history, 
separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  fortes.  Call  800-523-7967  or  go 
to  vvvvw.fbrbeswolfe.com/frb. 
Please  use  savings  code  JN5SAVE. 


Investment  Properties 


♦Companies 
♦Banking 
♦Credit  Cards 
♦Piivacy 


Capital  Asset 

Management 

(800)  710-0002     Free  Brochure 
Visa/MC/Amex  www.assetprolccllon.con) 


CALIFORNIA  SF  BAY  AREA 

1 800  FT  Above  LosGatos  70  Acres 
+  Landing  Strip  8  +  Home  Sites 
Overlooks  SF  and  Monterey  Bay 

HONOLULU-KAILUA 

Build  Estate  or  1 8  +  Homes  on 
Panoramic  Ocean  and  Mtn.  View  Property 
8.5  Acres  Zoned  R5 
808-845-7851x102 


KANSAS  OIL  &  GAS  LEASES 

FOR  SALE 
30,000  Undrilled  acres. 

All  located  in  oil 
producing  acres. 
Management  available. 
Contact  Jim  785-594-7100 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  .  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  naHorralwatch.com 

Blti  8  Chaslnul  Slreih,  Philo ,  PA  mwo  .Mgrf.ril*i^ 
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Premium  Ergonomic 
Task  Seating 

Full  features,  mesh  back 

Internet  special  -s399.00 
plus  siO.'J  shipping 

www.e-chairusa.com 
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"The  Forbes  Collector ^ 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  77je  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $35,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 


ASSET  PROTECTII I 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Bar 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 
•Global  Investments 
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save  up  to 
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off  retail! 


,  BEST  RES0R' 
PRICES  &  WE 

,  GREAT  RCI  &| 
EXCHANGES 

•  FREE  CATALCl 


CALL  800-640-7' 
HOLIDAYGROUP.com/ 


Mortgages 


Capital  Hill  Mortgage  Co.,  Inc. 
Specializing  In  JUMBO  Mortg 

An  adjustable  rate  mortgage 
may  be  right  for  you  if: 
1.95%  Primary  Residence  stable  for  5  ye 
1.65%  Investment  Property 
A  variety  of  programs  and  terms  are  avai 
(800)246-0903  ask  for  Stella 
(201)315-3211  Direct  


China  Tours 


Access  China  Touil 


Superior  Deluxe  Package! 
20  Itineraries  From  9  To  22  Dal 


MAXIMUM  PROFIT/MINIMUM 


Each  month  Forbes  Spec/a/ 
Situation  Survey  selects  ON 
stock  it  believes  is  poised  to  be 
the  market,  (Providian  Financi 

up  51%  in  12  months). 
Consistent  record  of  profits  pit. 
advice  on  when  to  take  gains, 

losses.  Subscribe  risk-free  at 
$295.  Save  57%.  Get  14  impc 
tant  Special  Reports  plus  binde 


Call  877-898-1265  orgotc 
wvvw.specialsrtuarjcHi 
survey.com/frb 
Use  Savings  code:  JSQ5SAV 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call. ..800-888-9 


BANK  SAYS  'NO'?... 
WE  SAY  'YES!' 

/e'll  pay  you  cash  for  your  company's  ongoing 
taceivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsolutions.com 


Psychotherapy 


EN  OF  POWER 


!(Vho  Can  You  Really  TalkTo? 


Investment 


Dr.  AnDreya  Wilde 
Psychotherapy  By  Phone 
(413)  247-3228 

i  >solute  Confidentiality   No  Paper  Trail 
www.drwildeinnerrealms.com 


Do  you  have  Gold 
as  an  Investment? 

If  you  do  not  Exeter 
Resource  Corporation! 
Partnerships  with  Anglo  Gold  and  Rio  Tintio 
www.exeterresource.com 
888-688-9592 
ask  for  Rob  Grey  


Art  Wholesale 


le  Buy,  Sell  Fine  Art  &  Collections. 

.iiter  Max,  Warhol,  Neiman,  Erie',  Agam, 
ili,  Haring,  Lichtenstein,  Behrens, 
itto,  Fairchild,  Fazzino,  Hofmann, 
:hvaiko,  Maimon,  Tarkay,  and  More  - 

•;er  20,000  Artworks  in  Inventory, 
allery  Art. 

3633  Biscayne  Blvd.  Aventura,  Fla. 
188)932-6166  www.Gallart.com 


Capital  Available 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit.  LLC 


212-755-3636 
212-755-6833  (Fax) 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forties  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99  95 
(save  $50  off  the  regular  $149.95  price.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 
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ANIMATION  and  ENTERTAINMENT  FINE  ART 

American  Royal  Arts  ?  


E 


VINTAGE  COLLECTION  FOUND 

Now  released    FREE  CATALOG! 
to  trie  public!  .  _ 


Call  Toll  Free! 

1-800-888-9449  www.AinericanRoyalArts.c 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Rood 
Br mrcl iff  Manor  NY  10510 
www.postureedutotion.com 


CALL  TOLL-FREE  1-80O-392-O363 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes' 
secret  weapon  on  bonds, 
convertibles  and  preferreds. 
His  high-yielding  model  port- 
folios have  beaten  stocks  for 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high- 
yielding  fixed  income  securi- 
ties. Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  or 
www.fortiesnewsletters.com/lehmann 
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THOU  GHTS 

On  the  Business  of  Life 


rp 

he  pause  that  disconcerts:  At  an  editors'  session  here  with  a  CEO,  he  really  discombobulated  us — 
not  by  his  answers  but  by  the  length  of  time  he  took  to  answer.  We'd  throw  him  a  conversational 
JKL.     question  and  pause  expectantly.  But  he'd  take  so  long  to  reply  that  at  first  one  began  to  think 
maybe  he  hadn't  heard  it  at  all,  then  we'd  begin  to  wonder  if  something  was  wrong  with  the  question.  It's  not 
a  bad  ploy — if  you  need  ploys  instead  of  answers.  — MALCOLM  S.  FORBES  ( 1 950) 


The  real  art  of  conversation  is  not  only 
to  say  the  right  thing  in  the  right  place 
but  to  leave  unsaid  the  wrong  thing  at  the 
tempting  moment. 

—DOROTHY  NEVILL 


No  collection  of  people  who  are  all  waiting 
for  the  same  thing  are  capable  of  holding 
a  natural  conversation.  Even  if  the  thing 
they  are  waiting  for  is  only  a  taxi. 

—BEN  ELTON 


There  is  no  such  thing  as  conversation. 
It  is  an  illusion.  There  are  interesting 
monologues,  that  is  all. 

—REBECCA  WEST 


The  fun  of  talk  is  to  find  what  a  man 
really  thinks,  and  then  contrast  it  with 
the  enormous  lies  he  has  been  telling  all 
dinner,  and,  perhaps,  all  his  life. 

—BENJAMIN  DISRAELI 


How  time  flies  when  you's  doin  all  the 
talking. 

—HARVEY  FIERSTEIN 


Too  much  agreement  kills  a  chat. 

— ELDRIDGE  CLEAVER 


She  plunged  into  a  sea  of  platitudes, 
and  with  the  powerful  breast  stroke  of  a 
channel  swimmer  made  her  confident  way 
towards  the  white  cliffs  of  the  obvious. 

— W.  SOMERSET  MAUGHAM 


Don't  talk  unless  you  can  improve 
the  silence. 

—VERMONT  PROVERB 


Forget  all  the  bars  and  schmoozing  and 
checking  out  ex'erybody  else.  My  ideal  date 
would  be  to  park  in  a  dark  place,  check  out 
the  stars,  and  have  a  great  conversation. 
When  all  else  fails,  you  can  just  make  out. 

—BROOKE  BURKE 


Beware  of  the  man  who  goes  to  cocktail 
parties  not  to  drink  but  to  listen. 

—PIERRE  DANIN 


The  American's  conversation  is  much 
like  his  courtship.  He  gives  an  inkling 
and  watches  for  a  reaction;  if  the  weathe 
looks  fair,  he  inkles  a  little  more. 

—DONALD  LLOl 


Part  of  the  joy  of  dancing  is  conversation 
Trouble  is,  some  men  can't  talk  and  dan 
at  the  same  time. 

—GINGER  ROGE 


/  could  not  get  far  enough  down  the  food 
chain  to  talk  to  him.  I  had  to  grunt  like 
an  ape  to  keep  the  conversation  going. 

—ALAN  DAVI1 


A  Text... 

He  that  keep eth  his  mouth 
keepeth  his  life:  but  he  that 
openeth  wide  his  lips  shall 
have  destruction. 

—PROVERBS  13:3 
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The  Grandda 

Since  their  launch  in  1 993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest 
the  highest  market  value  among  the  more  than  140  ETFs  that  exist  today.  Each  Spider  puts  the  strc 
Spiders  are  tax-efficient  and  have  low  management  fees!  Like  stocks,  they  can  be  traded  all  day  long,  and  ol 
www.SPDR.com. Ticker  symbol  Amex:SPY.The  entire  S&P  500  in  every  share. 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  d 
1-800-THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  *Usual  brokerage  commissions 

The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endoi 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 


J 


y  of  all  ETFs. 

rjjnts.  It  all  started  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have 
r  e  S&P  500  to  work  in  your  portfolio.  That's  500  of  America's  leading  companies  in  every  share. 
I  ire  subject  to  similar  risks.  This  granddaddy's  been  around,  but  can  still  add  some  muscle  to  any  portfolio. 


AMERICAN 

STOCK  EXCHANGE 

nvesting.  To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.SPDR.com  or  call 

ption  in  1993,  the  SPDR  Trust  has  distributed  only  $0.16  in  short  and  long-term  capital  gains.  S&.P  500"  and  SPDR"  arc  trademarks  of 
d  by  Standard  6k  Poor's  and  S&.P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  ©2005  American  Stock  Exchange  LLC 
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"Peaches  was  so 
exuberant  after  the 
meal  of  wild  boar  and 
foiegras  de  canard with 
the  caramelized  figs 
and  tangerines,  as  well 
as  after  the  bottle  of 
Nuits-St-Georges,  the 
glasses  of  Maury  and 
the  four  glasses  of  1975 
Armagnac  that  she 
wanted  to  make  love 
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76   To  the  Manner  Born 

This  fall,  make  your  look  ruling  class. 

by  Mark  Grischke.  Photographs  by  Michael  Stratton 

86  A  Reusable  Feast 

Four  days  in  Paris,  the  way  Hemingway  might  have  spent  them  today, 
by  Oliver  Bath 

90   Fast  Times 

Racy  new  watches  take  their  mark  from  classic  car  designs, 
by  Adam  McCollum.  Photographs  by  Ron  Reeves 


96   Blade  Runner 

A  spin  in  a  $9-million  helicopter  from  Bell/Agusta  will 
inspire  rotor  envy, 
by  Taylor  Antrim 
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Usual  Suspects 

12    FROM  THE  EDITOR'S  DESK  | 
Bon  appetit. 


14    THE  FYEYE  |  A  tailor  for  tykes, 

not-so-modest  Manhattan  hotel  rooms, 
the  Pope's  bed  linens,  a  press  to 
impress  and  crystal  from  the  dark  side 
of  the  moon:  all  the  best,  all  for  you. 

29   TRAVEL  |  Where  have  we  been  lately? 
Edited  by  Richard  Nalley 

100   MIXED  MEDIA  j  Lawrence  the  great, 
a  seismic  history,  classic  Peck, 
Swedish  art-rock,  The  Band  box 
and  Dig  Dug  (et  al.)  redux. 
Edited  by  Thomas  Jackson 

108   Q&A  |  Formative  food  memories  and 
presidential  menus  from  star  chef 
Jean-Georges  Vongerichten. 
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41  Collecting 

New  York's  Blatt  Billiards  stocks  prize  tables  to  dress  up  your 

game  room. 

by  Kenneth  Shouler 

45  Sports 

Meet  Marty  Reisman,  proud  hustler,  master  of  Pong, 
by  Amy  Chozick 

51  Golf 

Toujours  Provence, 
by  Todd  Pitock 

57  Boats 

The  perfect  Stormy,  boat-show  season  and  high-tech  on  deck, 
by  Bernadette  Bernon 

61  Spas 

The  Palms  spa  in  the  Turks  &  Caicos  gives  you  a  reason 

to  leave  the  beach. 

by  Lorraine  Cademartori 

63  Wine  &  Spirits 

Set  'em  up,  knock  'em  down.  Ten  wines  to  bowl  you  over, 
by  Richard  Nalley 

65  Real  Escapes 

On  your  next  week  away,  rub  elbows  with  Scotland's  landed  gent| 
by  Taylor  Antrim 

69  Style  &  Design 

Mudejar  for  the  masses — once-lost  Moorish 
ceiling  designs  go  global, 
by  Richard  Nalley 

71  Wheels 

An  haute  hybrid  Lexus,  a  daredevil  Ducati  and 
the  Formula  1  Grand  Prix  in  pictures, 
by  Bill  Baker 

73  Electronics 

The  newest  handheld  computers  just  want  to  have  fun. 
by  Thomas  Jackson 
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kavazzolo 

www.ravazzolo.com 
BARCELINO  San  Francisco  and  Bay  Area  -  CA 
BELLESON'S  Edina  -  MN 
BLAINE'S  Cincinnati  -  OH 
BO  YDS  Philadelphia  -  PA 
DINO  BALDINI  New  York  -  NY 
DON  VINCENT  Palm  Desert 
Palm  Springs  -  Rolling  Hills  Estates  -  CA 
D.  FINE  Bellagio  -  The  Mirage  -  Las  Vegas  -  NV 
GALTRUCCO  Bal  Harbour  -  FL 
GENTRY  Wichita  -  KS 
GREINER'S  Tampa  -  FL 
GUY  LA  FERRERA  Boca  Raton  -  FL 
IRVING  BERLIN  Hollywood  -  FL 
J.  MICHAEL'S  Nashville  -  TN 
LUIGI  BASILE  Westlake  Village  -  CA 
MALLASADI  Dallas  -  TX 
MODA  GEORGIO  Phoenix  -  AZ 
.         MONDO  UOMO  Naples  -  FL 
NORMAN  STOCKTON  Winston  Salem 
Greensboro  -  Chapel  Hill  -  NC 
NORTON  DITTO  Houston  -  TX 
PETER'S  Chagrin  Falls  -  OH 
PLATTINNI  Hato  Rey  -  P.R. 
SAM  CAVATO  St.  Louis  -  MO 
THE  RED  BARN  Rochester  -  NY 
UTAH  WOOLLEN  MILLS  Salt  Lake  City  -  UT 
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Menu 
:    du  Jou 

WRITING  THE  EDITOR'S  LETTER— NOT  THAT  ANYONE  READ 
Editor's  Letter — must  be  a  bit  like  typing  up  the  menu  at  a  restaurant.  The 
is  ready  to  serve,  all  that  remains  is  to  light  the  candles  and  check  one  last  tim| 
the  forks  aren't  dirty  and  there  aren't  cockroaches  in  the  ramekins. 

I've  just  reread  everything  that  we  have  for  you  this  issue,  and  as  maitre  d'  c 
here  restaurant,  I  can  say  without  hesitation  that  you  will  dine  well  chez  FY 
month.  I  recommend  the  tasting  menu.  (Surely  Monsieur  has  room  for  one  1 
tiny  chocolate  waffer}) 

To  start,  may  I  suggest  our  delicious  fashion  pages,  including  a  lovelv  an 
watches?  Also  the  story  by  AMY  CHOZICK  on  Ping- Pong  pro  Marty  Reisman^ 
fires  a  ball  1 15  mph— 15  miles  per  hour  faster  than  Nolan  Ryan's  fastball. 
have  some  other  very  nice  starters,  including  a  very  tasty  (and  hilarious)  accoii 
pachyderm  polo  in  Thailand  by  contributing  editor  LAURIE  WERNER.  It  is  deu 
fully  garnished  with  such  quotes  as  this  one,  by  the  captain  of  the  Chivas  B 
team:  "Polo  is  important,  but  apres-polo  is  much  more  important."  Note  tl) 
your  elephant  lies  down  in  front  of  the  goal,  it's  a  foul. 

Executive  editor  (and  chef)  PATRICK  COOKE  reports  on  the  new  Four  Seasons  I 
in  Hampshire,  a  grueling  assignment.  Managing  editor  LORRAINE  CADEMAR 
visits  Madrid's  chicest  new  hotel.  She  especially  liked  the  six-inch-wide  closl 
one  of  the  rooms.  Well,  as  the  saying  goes,  you  can't  be  too  thin....  Assoi 
editor  TAYLOR  ANTRIM  took  the  new  Bell/Agusta  AB139  helicopter  for  a  test 
and  has  been  sulking  ever  since  we  told  him  he  can't  have  one  of  his  own.  F 
sommelier,  RICHARD  NALLEY,  reveals  ten  wines  to  buy  (right)  now,  tout  de  si 
And  contributing  editor  TODD  PITOCK  returns  from  playing  golf  in  Provence,  w 
getting  a  tee  time  is  pas  de probleme. 

For  the  main  course,  may  I  recommend  OLIVER  BATH's  moveable  feast  in  E 
with  a  woman  named  Teaches"-— Peaches?  (Who  fact-checked  this  pi 
Matthew,  get  in  here!) 

For  le  dessert,  we  present  an  interview  with  the  real  thing:  Jean-Geo 
Vongerichten,  creator  of  some  of  the  most  superbe  restaurants  in  the  world.  • 


Bon  appetit, 
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Fresh 
Wheels 

Vermont's  small  dairy 
farms  are  among  the 
standard-bearers  for 
fine  American  cheese. 
One  of  the  state's  standouts, 
Vermont  Shepherd,  maker 
of  a  raw-sheep's-milk  cheese 
from  Putney,  has  attracted 
a  particularly  cultish  following. 
Back  in  1993,  owners  David 
and  Cynthia  Major  learned 
cheese-making  in  the  French 


Pyrenees,  where  sheep's-milk 
cheese  is  king;  today  their 
seasonal  cheese  evokes 
the  creamy  texture  and  subtly 
sweet  flavors  of  that  region. 
In  the  spring  and  summer, 
Vermont  Shepherd's  sheep 
(180  in  all)  graze  on  wild 
grasses  and  herbs  in  the 
farm's  pasture.  Their  diverse 
diet  emerges  in  the  distinctively 
herbal  and  floral  cheese, 
which  is  aged  at  least  four 
months  in  an  underground 
cave  on  the  farm  before 
becoming  available  each 
year  in  mid-August. 
$20/lb.  (802)  387-4473, 
www.  vermontshepherd.  com. 
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Master 
Builders 

THE  HERETOFORE  LOW-PROFILE 

Lyman-Morse  Boatbuilding 
of  Thomaston,  Maine,  moves 
into  the  spotlight  with  the 
80-foot  custom-built  cruiser, 
Wombat,  owned  by  Ted 
and  Sally  Lange.  Check 
out  www.lymanmorse.com 
for  inspiration  or  for  a 
survey  of  its  "Seguin"  series 
of  classic  sailing  yachts. 


HHHHHHHHH 


HO  THAT  POSE 


OK  MARK  HO  SIX  YEARS  AND  SEVERAL  PROTOTYPES 
lid  this  remarkably  intricate  17-inch  human  form.  It 
Irises  920  brass  and  stainless-steel  parts  (202  of  them  in 
[grids  alone)  and  85  movable  joints.  If  a  human  can 

a  pose,  this  sculpture  can  replicate  it.  An  accompanying 
lietic  base,  which  can  be  turned  on  or  off,  ensures 
the  figure  stays  in  place  no  matter  how  precarious  the 
on.  Ho  just  sold  "Zoho  Artform  no. 1-1"  for  more  than 
XX),  but  he's  already  begun  working  on  nos.  1-2 

-3.  He'll  be  finished  in  about  eight  months,  www.zoho.nl. 
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I  Smell 
I  Of 
Success 


AFTER  MORE  THAN  70  YEARS  OF  PRODUCING 
perfect  suits  and  sportswear,  Canali  extends 
its  reach  into  your  wardrobe  with  fragrance.  Hints 
of  bergamot  and  sandalwood  (the  perfumer's 
equivalent  of  cashmere  and  silk)  will  have 
you  smelling  as  distinguished  as  you 
look.  Canali  fragrance  for  men,  $60/100ml 
cologne  spray,  exclusively  at  Saks  Fifth  Avenue 
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THE 
"JUST  FOR  YOU 
SHOE 


Ermenegildo  Zegna  knows  what  men  want.  In  the  case  of  shoes, 
that's  something  between  ordinary  (i.e.,  off-the-shelf)  and 
extravagant  (custom  footwear  requiring  several  fittings,  a 
hand-carved  last,  months  of  waiting  and  stratospheric  sums  pei 
pair).  With  its  made-to-measure  collection,  Zegna  streamlines  the 
process:  Choose  a  style,  a  leather  and  a  color.  In  four  weeks  you'll  t 
putting  your  best  foot  forward.  Made-to-measure  shoes,  $1,075  to 
$4,995  (for  exotic  skins),  at  Ermenegildo  Zegna  boutiques.  New  York 
(212)  421-4488,  and  Beverly  Hills,  (310)  247-8827,  www.zegna.coi 


FORBI  -  FY  I 


E  BELMONT™ 

NEXT  GENERATION  OF  THE 
.ROUGHBRED  WATCH  COLLECTION" 

11  Stainless  Steel  Case,  Guilloche  Corded  Dial. 
iue  Applied  Numerals.  Glare  Resistant  Sapphire 

21  lewel  Swiss  Automatic  ETA  2892-2  Movement. 


» YURMAN 

dEPIECES 


'OR K    BAL  HARBOUR   AMERICANA  MANH ASSET  ATLANTA   HOUSTON  LAS  VEGAS  SOUTH  COAST  PLAZA 


IF  GOLF  IS  YOUR  BAG 

CUTTING  A  SMART  FIGURE  ON  THE  LINKS  IS  A  MATTER 
of  understated  flair.  That's  why  we  like  the  sporty  accents  of 

Bottega  Veneta's  new  golf  bag.  Made  of  hardy,  dimpled 
leather  with  a  fetching  band  of  orange  belting  the  middle,  this 
(plus  a  caddy)  should  ferry  your  clubs  through  the  back  nine 
with  style.  $6,300.  (877)362-1715,  www.bottegaveneta.com. 


Through 
A  Glass, 
Darkly 


SEPTEMBER 


MASTER  THE 
COMMANDER 

He  probably  lives  in  T-shirts  and  jeans,  but  when 
heir  needs  to  look  his  best  (school  interviews,  he 
parties,  co-op  board  reviews),  we  suggest  turning 
the  haberdashers  at  Hickey  Freeman.  They'll  kit 
son  out  in  scaled-down  versions  of  classic  menswear  mi 
with  sturdy  fabrics  and  traditional  details.  All  you'll  have 
do  is  polish  his  shoes.  Tweed  jacket,  $375,  cotton  shirt 
silk  tie,  $55,  and  flannel  pants,  $125,  at  Hickey  Freem 
New  York.  (212)  586-6481,  www.hickeyfreeman.com. 


AH,  THE  AUDACITY  OF  PHILIPPE  STARCK.  WHO  ELSE  WOULD  SUGGEST  A  COLLECTION  OF 
black  crystal  for  the  grand  house  of  Baccarat  (known  for  its  sparkling-clear  lead  glass)  and  n| 
it  Darkside,  after  Pink  Floyd's  Dark  Side  of  the  Moon?  Like  the  album,  these  tumblers  are  at 
once  classic  and  rebellious.  They're  also  signed  and  numbered.  Black  Angel  Harcourt  highba 
glasses,  $480  each,  at  Baccarat  boutiques.  (800)  777-0100,  www.baccarat.fr. 
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[iBR  W/VU  $I5K] 

FROM  51  FLOORS  UP,  MANHATTAN'S  SKYLINE  IS  AWESOME  TO  BEHOLD— PARTICULARLY 

when  relaxing  in  a  1,500-squa re-foot  pad  at  the  Four  Seasons  Hotel.  The  hotel 
offers  two  Presidential  Suites  with  ten-foot-high  bay  windows  overlooking  Central  Park 
or  Midtown.  Each  room  enjoys  sleek  but  cozy  earth-toned  designs  (by  I.M.  Pei  and 
Peter  Marino)  that  feature  gas  fireplaces,  ginger  onyx  marble  bathrooms  and  embossed- 
leather  panel  walls.  Once  you  add  every  imaginable  amenity,  you'll  wonder.-  Why 
explore  the  city  when  it's  so  lovely  to  hover  above  it?  $15,000  per  night.  Four  Seasons 
Hotel  New  York,  (212)  758-5700,  www.fourseasons.com/newyork. 


Full  Quart  Pre 


Hot  apple  cider  is  still  thl 
preferred  autumn  chill- 
chaser,  and  nothing  is 
better  than  the  tangy  cri 
ness  of  cider  fresh  from  a  press 
Our  favorite  crusher:  the  Correl) 
Second-generation  press-makei 
Bob  Correll  has  been  hand-mah 
80  to  100  a  year  for  more  than 
three  decades  in  his  Elmira, 
Oregon,  workshop.  The  presses 
come  in  five  sizes,  and  while 
Correll  favors  the  strength  of 
Michigan  ash,  he  can  incorpora 
oak,  hard  rock  maple,  mahogani 
or  your  own  cherished  hardwooc 
Nicknamed  "the  Johnny  Applet 
of  Cider  Presses,"  Correll  has 
shipped  his  work  across  the 
country  and  abroad.  Order  early:| 
The  waiting  list  for  a  Correll  cam 
exceed  a  year.  Shown:  mediums 
plus  Heirloom,  $750.  www.com 
ciderpresses.  com. 
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LIKE  LIFE] 

DN  DOBELL  HAS  BEEN  MANY  THINGS  IN  HIS 
including  editor  of  Esquire  and  American 
tage.  Since  putting  down  the  red  pencil, 
as  taken  up  the  brush,  with  wonderful  results, 
s  now  a  top-selling  portraitist.  You  can 
h  his  latest  landscapes  and  figure  studies 
i  September  6-17  at  The  Atlantic  Gallery  in 
(/  York.  Shown  here:  "Life  Study, "  price 
lable  upon  request.  40  Wooster  St.,  New  York, 
(212)  219-3183,  www.atlanticgallery.org. 


NEXT  TIME  YOU'RE  IN  BUENOS 

Aires,  skip  the  kitschy  gaucho 
gear  and  head  for  Pasion 
Argentina,  a  pristine  new 
boutique  in  Palermo 
Hollywood,  the  city's  hippest 
neighborhood.  The  store  sells 
stylish  handbags,  jackets  and 
home  decor,  like  the  paraiso- 


WHEN  THE  SAUCE 
HITS  BACK 

At  most  tailgate  parties,  the  bourbon 
and  the  barbecue  remain  separate 
until  consumed,  but  that  kind 
of  old  school  thinking  denies  you  the 
chance  to  upgrade.  Maker's  Mark  Bourbon 
Gourmet  Sauce  (about  $8)  doesn't  taste  like 
bourbon,  exactly — it's  got  tomato,  vinegar  and  a  slew  of  spices,  too — but 
the  whiskey  is  there  under  the  fruity-salty-tangy  complexity  of  the  stuff. 
The  story  goes  that  the  recipe  was  developed  by  the  chef  of  a  Louisville 
men's  club  a  century  ago,  and  was  rediscovered  among  some  old  papers 
by  Maker's  Mark's  president  and  CEO,  Bill  Samuels,  Jr.  Slather  the 
Gourmet  Sauce  on  beef,  fish  or  chicken  and  sip  a  glass  of  liquid  Kentucky 
whiskey  in  anticipation  while  the  coals  fire  up.  Maker's  Mark  Bourbon 
Gourmet  Sauce,  (800)  680-7890,  www.makersmarkgourmet.com. 


wood  bench  pictured  here 
($130,  plus  about  $200  for 
shipping).  The  proprietors  use 
local  leather  and  fabrics 


created  by  native  craftspeople 
from  the  country's  north, 
supporting  indigenous 
cultures  through  fair  market 
prices.  For  more  information, 
contact  Pasion  Argentina  at 
011-54-11-4777-7550  or 
www.pasion-argentina.  com.ar. 
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fsweet 
Dreams 


SINCE  1891,  SFERRA  HAS 
made  linens  and  fine  lace  for 
some  of  the  most  exclusive 
sleeping  quarters  in  the  world, 
including  those  on  the  Pope's 
private  plane.  The  company's 
latest  bed  ensemble,  Capri, 
offers  delicate  old-world  lace 
detail  against  satin-soft, 
1,020-thread-count  Egyptian 
cotton.  The  density  of  the 
weave  gives  the  sheets  a  cool 
touch,  a  dreamy  shimmer, 
and  makes  rising  from  them 
in  the  morning  a  significant 
challenge.  Queen  set, 
$2,545;  king  set,  $2,975. 
www.  sferra  linens,  com. 


Out  of  Af  ric; 


OUR  NEW  FAVORITE  SHOP  IN  LONDON  IS  PATRICK  MAVR 

gallery.  Inside  are  two  floors  of  dazzling  sterling-silver 
sculptures,  jewelry  and  table  accessories  inspired  by  the 
landscapes  and  wildlife  of  the  artist /owner's  home  in  Zimbalj 
The  Mavros  family  are  descendants  of  Africa's  earliest 
European  explorers,  and  even  today  all  of  the  gallery's 
sculptures  continue  to  be  molded  in  their  studio  near  Haran) 
Creations  range  from  the  whimsical  (pangolin  and  toad 
sculptures)  to  the  downright  startling  (gorillas  and  acacia-tr4 
candelabra).  Prices  vary  widely,  from  $70  for  stud  earrings 
to  $225,000  for  commissioned  pieces.  Patrick  Mavros, 
104-106  Fulham  Road,  London,  www.patrickmavros.com. 
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Rhode  Island-based  glass  artist  Tracy  Glover 
renders  sparkling  handblown  lamps  (like 
"Keyhole,"  left)  and  other  decorative  objects  in 
an  array  of  fluid  forms  and  sophisticated  palettes 
equally  at  home  in  traditional  and  contemporary 
settings.  Her  work  has  appeared  in  contexts  as  far- 
ranging  as  the  White  House  Christmas  tree,  the  Bellagio 
hotel  in  Las  Vegas,  the  Clinton  Library  and  the  Detroit 
Institute  of  Arts.  Lamps  range  in  price  from  $475  to 
$675.  (401)  461-1560,  www.tracygloverstudio.com. 


LUMINOUS 
LAMPS 


[JEAN-MAI 
XO  VODKj 

BOOK  FRANCE'S  JEAN-M 
Vodk<  ($50)  as  an  offend 
under  the  Law  of  Conspi 
Processing.  Produced  fro 
four  select  strains  of  whe 
each  grain  separated  fron 
chaff,  then  distilled  nine 
times  in  small  batches,  a 
finally  "micro-oxygenated 
for  crying  out  loud — this 
ain't  tater  squeezins.  Wh 
it  is,  though,  is  ethereally 
smooth-sipping  and,  for 
very  flavorful  in  a  mildly  h 
vein  that  seems  to  split  tfi 
difference  between  vodka 
gin.  Jean-Marc  XO  makes 
fine  base  for  a  martini,  bi 
also  worth  popping  out  of 
the  freezer  for  a  sip  on  its 
www.jean-marcxo.  com 


Remembering  Scavu 

FOR  MORE  THAN  50  YEARS,  PHOTOGRAPHER  FRANCESCO  SCA\ 
immortalized  cultural  icons  from  fields  as  diverse  as  fashion, 
beauty,  music,  sports,  film  and  theater — and  shot  30  years  i 
racy  covers  for  Cosmopolitan  magazine.  Before  his  death  in 
January  2004.  the  unabashed  promoter  of  cleavage  and  big 
hair  presided  over  a  selection  of  his  own  work  for  a  forthcomir 
retrospective  (granted  to  the  Smithsonian  National  Portrait 
Gallery  and  the  National  Portrait  Gallery  in  London).  Now 
a  limited  number  of  the  silver  gelatin  prints  are  available  for  pri< 
purchase  from  Martin  Lawrence  Galleries.  Prices  range  from 
$500  to  $2,000.  (800)  877-2250,  www.martinlawrence.com. 
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There  are  all  kinds  of  pickpockets  in  this  world.  Protect  yourself  by  keeping  all  valuables 
out  of  sight.  Be  alert  in  crowded  areas  and  carry  the  American  Express5  Card.  If  you  lose 
your  passport,  we'll  assist  you  in  replacing  it.  We'll  also  replace  your  Card  if  it's  stolen  or  wire 
you  cash  in  a  travel  emergency,  24/7.  It's  a  world  of  service  that  makes  a  world  of  difference. 
TO  APPLY,  CALL  1.800.THE  CARD  OR  JUST  VISIT  800THECARD.COM  TO  LEARN  MORE. 


A  WORLD  OF  SERVICE 
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[y  chic  in  madrid  |  art  base!  in  miami  beach  |  pampered  in 
ipshire  |  lufthansa's  new  upgrade  |  polo  on  elephant-back 


 """""'i 

for  cool:  Zaha  Hadid  does 
Hotel  Puerta  America. 


PAIN 


adrid  ■  Luxury  and  poetry  aren't  always  easy  bedfellows,  but  Jean  Nouvel,  architect  of  Madrid's  archly 
new  HOTEL  PUERTA  AMERICA,  has  decided  that  the  hotel's  facade  should  double  as  a  communal  litera- 
lesson.  Across  the  steel  exterior,  multicolored  window  blinds  feature  passages — in  several  languages — 
n  "Liberte,"  a  Whitman-esque  paean  to  freedom  by  French  surrealist  Paul  Eluard.  •  Thousands  of 
ers  stuck  in  rush-hour  traffic  on  the  neighboring  Avenida  de  America  must  ponder  these  words 
y  day,  but  for  the  Puerta  America's  guests  they  underscore  that  here  the  artist's — make  that  artists' — 
)n  holds  sway.  This  new  outpost  of  Spain's  Hoteles  Silken  group  takes  design-centric  focus  to  a  nearly 
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Door  to  door 


GETTING  THERE 

Lufthansa  is  offering  a  new 
option  for  business  travelers. 
Launched  in  March,  Lufthansa 
Private  Jet,  operated  by 
NetJets,  offers  flights  between 
Munich  or  Frankfurt-Egelsbach 
and  1,000  airports  around 
Europe.  Its  Citation  Excel  and 
Bravo  jets  can  seat  seven 
passengers  and  come  equipped 
with  dataports,  satellite 
telephones  and  in-flight 
entertainment  systems.  Flights 
can  be  booked  up  to  24  hours 
prior  to  departure.  A  single 
fare  from  Munich  to  Lugano  is 
about  $5,500,  plus  up  to 
$120  per  additional  passenger. 

Lufthansa  also  offers 
its  Executive  Business  Jet  ^ 


absurd  extreme:  turning  over  the  design  of  its  floors  to  an 
roster  of  international  architects.  There  is  a  Norman  Foste: 
a  Zaha  Hadid  floor,  an  Arata  Isozaki  floor  and  so  on.  W 
within  the  same  parameters  (30  rooms  to  a  floor,  with  a  s 
each  end)  and  a  total  budget  of  some  $90  million,  these  visi< 
went  to  town,  creating  a  property  aimed  at  a  clientele  as  li 
pickup  Wallpaper*  as  The  Economist. 

The  Puerta  America  offers  the  expected  high-end  amenifl 
tentive  service,  great  views  and  a  bar  packed  with  Iberia's  s 
clad  young  elite.  But  the  real  fun  of  Puerta  America  is  gett 
the  elevator,  picking  a  floor,  pushing  a  button — and  then) 
greeted  by,  for  instance,  a  gigantic  cactus  on  11,  courtesy  ol 
Mariscal  and  Fernando  Salas.  Best  known  in  Spain  as  g| 
artists,  Mariscal  and  Salas  employ  whimsy — handwritten! 
numbers,  colorfully  patterned  floor  tiles,  and  arresting  g 
elements — which  contrasts  markedly  with  the  "I  think  I 
sleep  at  the  office  tonight"  aesthetic  of  Richard  Gluckma 
floors  down.  (If  the  phrase  "cubicle  blue"  isn't  part  of  the 
lexicon  yet,  it  should  be.) 

There  are  some  unlikely  conjunctions  of  vision:  Ron  Arad 
and  Kathryn  Findlay  (on  8)  presumably  didn't  call  one  anot 
discuss  their  mutual  aversion  to  right  angles.  Arad's  rooms 
round  beds,  curving  red  walls,  red  bathrooms  and  an  enoi 
projection  TV  screen.  (Has  he  spent  time  in  the  Poconos?)  F 
milk-white  rooms  seem  to  undulate,  with  no  partition  oi 
between  the  sleeping  and  bathing  areas. 

In  the  Out-There  department,  it's  pretty  hard  to  top  P( 
Studio's  stainless-steel  spaceship  of  a  fourth  floor,  where 
mented  pieces  of  metal  meet  to  create  sharp-edged  angles 
hallway  and  on  the  ceiling.  If  you  want  to  be  soothed,  on  the; 
hand,  Zaha  Hadid's  all-white  first  floor  resembles  an  igloo, 
with  sleeker  curves  and  better  climate  control;  she  used  LG  Hi-Macs  (an  acrylic  ml 
similar  to  Corian  but  more  malleable)  to  create  a  single  continuous  surface  for  sofa,  ce 
walls  and  bed,  the  last  topped  by  Hadid-branded  linens,  natch. 

All  well  and  good,  but  how  does  it  feel  to  stay  in  this  design  Disneyland?  I  was  ensc< 
in  a  room  on  the  Isozaki  floor  (10),  and  while  I  appreciated  its  simplicity,  its  shoji  screer 
its  deep  hinoki  tub,  I  have  to  confess  to  a  weariness  with  black  walls,  particularly  jarrim 
country  so  full  of  fantastic  light.  The  controls  on  my  rather  narrow  shower  stall  wer 
apparent,  and  so  a  blast  of  water  shot  several  feet,  drenching  the  toilet  and  marble  flooi 
leaving  a  soaking  mess  that  remained  until  the  next  morning.  Drainage,  anyone?  (On  H 
floor,  I  spied  a  closet  space  six  inches  wide,  if  that.  Figure  the  cost  of  a  wrinkle-free  wan 
into  the  price  of  a  Zaha  room.)  i — 

It's  tempting  to  debate  larger  questions  of  form  vs.  function,  but 
that  would  be  almost  beside  the  point  here.  Hoteles  Silken  is  betting 
that  Puerta  America's  guests  will  focus  on  the  larger  experience  of  in- 
habiting these  spaces — you  even  pay  a  premium  for  specifying  which 
floor  you'd  like  to  stay  on.  Clearly,  the  hope  is  that  this  helps  keep 
Spain's  capital  city  in  the  design  game,  where  it  has  perennially 
lagged  behind  Barcelona.  To  that  end,  Puerta  America  may  not  have 
knocked  the  ball  out  of  the  park — but  a  stand-up  double  is  still 
halfway  home. —LORRAINE  CADEMARTORI 
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Depending  on 
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744-54-C 
www.hotelpuei 
merica.co 


10  FORBES  FY! 


bevkrly  hills   london   milan   nkwyork   paris  rom  l  tokyo 

www.brioni.it 


Trave I 


service,  with  all  business- 
class  Airbus  A3 19s  featuring 
menus  designed  by  celebrity 
chefs,  including  French 
legend  Paul  Bocuse.  The 
service  offers  nonstop  flights 
six  times  a  week  between 
Newark  or  Chicago  and  Munich 
or  Diisseldorf.  Complimentary 
limo  service  to  and  from 
Newark  Liberty  Airport  is 
included,  as  is  sedan  service 
to  and  from  Chicago  O'Hare. 
Passengers  are  deposited 
at  the  closest  gate  to  customs, 
helping  to  slash  the  time  it 
takes  passengers  to  get  out  of 
the  airport.  (800)  645-3880 
or  www.lufthansa-usa.com.  For 
Lufthansa  Private  Jet,  (888) 
261-0814.  —TODD  PITOCK 


MIAMI 


Art  Basel  ■  "Too  much  is  never  enough"  might  be  the  motto  of  ART  BASEL  MIAMI  BEACH,  the  wll 

version  of  the  famous  Swiss  contemporary-art  fair.  Since  2002,  ever-increasing  crowds  of  culture  consu 
have  descended  upon  Miami  Beach  each  December  for  four  art-packed  days — last  year,  33,000  ar: 

and  participated  in  around-the-clock  festiv 
•  It's  not  just  80-degree  temperatures  that  i 
this  show  different  from  the  original  sho 
Basel,  Switzerland,  held  every  June;  it's  the  5 
magnitude  of  what  there  is  to  see  and  experi 
in  Miami.  The  air-conditioned  exhibition 
at  the  Miami  Beach  Convention  Center  fe; 
artwork  from  180  prestigious  galleries,  sho1 
more  than  1,000  20th-  and  21st-century  ar 
Top  gallery  names  in  the  contemporar) 
world,  Gagosian  and  PaceWildenstein  from 
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I   THE  CONTINENTAL  FLYING  SPUR 

PURE  SOPHISTICATION. 


What  do  you  call  an  automobile  with  luxurious  levels  of  legroom,  handcrafted  interior, 
all-wheel  drive  and  a  turbocharged  6-liter  12-cylinder  engine,  capable  of  I95mph*? 
Bentley  calls  it  the  Continental  Flying  Spur.  You'll  call  it  pure  sophistication. 

Contact  your  Bentley  Retailer  for  further  information  or  visit  www.bentleymotors.com. 

Coming  Fall  2005.  Are  you  on  the  list  yet? 


AUTHORIZED  RETAILERS 


ta  GA  •  Atlantic  City  NJ  •  Bellevue  WA  ■  •  Bethesda  MD  •  Beverly  Hills  CA  •  Boston  MA  •  Columbus  OH  •  Dallas  TX  •  Denver  CO 
iers  Grove  IL  •  Fort  Lauderdale  FL  •  Greenwich  CT  •  High  Point  NC  •  Houston  TX  •  Las  Vegas  NV  •  Long  Island  NY  •  Manhattan  NY 
FL  •  Montreal  OC  •  New  Iersey  -  North  •  Newport  Beach  CA  •  Northbrook  IL  •  Orlando  FL  •  Palm  Beach  FL  •  Palmyra  NJ  •  Pasadena  CA 


ience  R1   •   Rancho  Mirage  CA  •   San  Diego  CA   •   San  Francisco  CA   •   San  Juan  PR   •   Scottsdale  AZ   v  Sewickley  PA   •   Silicon  Valley  CA 
,  j  •.  St.  Louis  MO  •  Tampa  Bay  FL  •  Toronto  ON  *  Troy  Ml  •  Vancouver  BC  •  Zionsville  IN  . 

■  www.bentleymbtors.com 

«a  INK' lUnriov  Mnrart.  Inc. 'Too  track  soeed.  Always  obey  local  sbecd  limits.  European  modtl  shown.         ,  '.-  \ 
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Peaceful  glades: 
the  Four  Seasons 
Hotel  Hampshire 


SEPTEMBER 


EYESJJI 


Art  Basel  Miami 
runs  from  Oecemb 
Day  tickets  $20 
door  or  through  T 
master,  (212)  627 
www  ar 


ENGLAND 

Hampshire:  Dogmersfield 
Park,  42  miles  southwest  of 
London,  amid  the  peaceful 
Hampshire  glades,  rated  its 
first  historical  mention  in  the 
11th-century  Domesday  Book. 
Since  then,  the  500-acre 
pastoral  estate  has  been  a 
private  home,  a  monastery, 
a  billet  for  World  War  II 
pilots  and  a  girls'  boarding 
school.  After  more  than  900 
years,  it  has  settled  on  its 
next  calling — as  the  new  FOUR 
SEASONS  HOTEL  HAMPSHIRE. 

Renovation  of  the  133- 
bedroom  manor  house — 
originally  built  in  1728 — 
began  several  years  ago,  but 
what  with  historical  preservation 
reviews  and  upgrading, 
the  hotel  finally  swung  open 
its  iron  gates  in  earnest 
last  May.  The  walled  garden 
has  been  replanted,  the 
ponds  stocked  with  trout 
(for  fly-fishing),  the  croquet 
pitch  flattened  to  a  fare-thee- 
well  and  a  custom-built  canal 
barge  completed  for  cruises 
on  those  spring  and  summer 


Rooms  range  from  about  $450  to 
$670,  suites  range  from  about  $800 
to  $1,250. 011-44-1252-853000, 
www.fourseasons.com/hampshire. 


New  York,  and  Galerie  Marwan  Hoss  from  Paris, 
for  instance,  were  among  those  selected  in  2004. 
There  is  even  an  on-site  "wellness  center"  set  up  with 
candles  and  tatami  mats  to  offer  weary  visitors  foot 
reflexology  or  a  massage. 

Hundreds  of  adjunct  shows,  parties,  openings  and 
tours  of  private  collections  are  part  of  the  extrava- 
ganza. This  adds  up  to  an  exhilarating,  if  at  times 
overwhelming,  few  days.  It's  pure  Miami:  over  the  top,  vibrant  and  1 
This  all  happens  here  thanks  to  a  powerful  group  of  local  contempt 
art  collectors.  Some  of  the  country's  most  important  personal  collet 
belonging  to  Mera  and  Donald  Rubell,  Dennis  and  Debra  Scholl,  ]\ 
Margulies,  Craig  Robins  and  Rosa  and  Carlos  de  la  Cruz  were  promil 
Samuel  Keller,  the  fair's  director,  to  be  opened  for  visitors,  if  he  would 
Art  Basel  to  Miami.  This  has  never  happened  in  Switzerland,  and  is  one  of  the  show's  big  t 
Who  wouldn't  want  to  drop  by  the  Scholls'  house  overlooking  the  bay,  nosh  on  bagel 
coffee,  and  see  work  by  artists  Richard  Prince,  Thomas  Struth  and  Anna  Gaskell? 

The  Scholls  go  so  far  as  to  invite  a  curator  to  their  home  each  year  before  the  fair  to  re| 
works  from  their  private  collection.  "What  is  happening  in  Miami  is  a  miraculous  mel 
culture  and  commerce,"  summarizes  Dennis  Scholl. 

In  2004  developer  Craig  Robins  got  into  the  act  by  throwing  a  spectacular  street  pal 
thousands  called  "Art  Loves  Design"  at  the  Miami  Design  District,  an  18-square-block ; 
showrooms  north  of  downtown.  Robins  also  gave  large  loft  spaces  to  prominent  artists  an| 
leries  to  show  work  for  the  duration  of  the  show.  "Drift,"  a  giant  outdoor  video  installati 
John  Baldessari,  was  set  up  in  a  tent;  Greg  Lauren  showed  paintings  from  his  "Hero" 
Swarovski,  the  Austrian  crystal  company,  displayed  innovative  chandeliers  reinvented  as 
form,  created  by  artists  and  designers  from  around  the  world. 

"Art  Basel  Miami  Beach  is  the  most  fun  art  fair  out  there,"  says  Jenny  Liu,  a  parti 
Projectile,  a  Manhattan  gallery  that  exhibits  at  the  fair.  Liu  noted  serious  Americai 
European  collectors  buying  everything  from  what  she  says  are  "the  blue  chippers  to  the  Id 
edge" — Richard  Serra  and  Andy  Warhol  to  Tracey  Rose  from  South  Africa,  or  William  Pc 
a  prominent  performance  artist. 

Even  with  all  the  serious  deal-making,  things  are  different  here,  notes  Liu.  "Basel,  Switze: 
is  a  lovely  town,"  she  sums  up,  "but  it  just  doesn't  have  the  vibe  Miami  has."  — DONNA  Pi^f 


evenings  when  the  larks  are  in 
song  along  the  banks  of  the 
narrow  Basingstoke  Canal. 

What  will  draw  most  visitors 
out  from  central  London — and 
from  Heathrow,  only  about 
a  half  hour  from  the  hotel — is 
the  27,000-square-foot  spa, 
which  has  been  cleverly 
fashioned  around  the  central 
courtyard  of  what  was 
once  the  estate's  stables. 
Somewhere  between  the 
romantically  lit  indoor  pool  and 
the  "Padabhyanga  foot  ritual" 
there  is  surely  something  in 


the  spa  to  soothe  anyone.  (The 
spa  is  connected  to  the  hotel 
by  a  glassed-in  walkway, 
a  feature  the  monks  probably 
would  have  appreciated.) 

Despite  the  emphasis  on 
"holistic  well-being,"  this 
Four  Seasons  is  no  health 
gulag.  The  hedonistic  food  and 
drink  in  the  hotel's  splendid 
bars  and  restaurants  is 
served  without  admonishment. 
Our  enormous,  three-room 
suite  was  hardly  an  ascetic's 
cell,  and  the  ample  minibar 
proves  that  the  Four  Seasons  is 


happy  to  expand  the  defin 
of  well-being. 

The  last  of  the  day's  si 
falling  softly  upon  the  me; 
suggested  to  us  that  this  v 
be  a  prime  place  to  hold  a 
wedding  reception  for,  say 
300  friends.  After  all,  it  w 
at  Dogmersfield  Park  that 
ill-fated  Prince  Arthur  first 
saw  Catherine  of  Aragon.  J 
went  on  to  marry  Arthur's 
brother — Henry  something 
other — but  the  place  still 
that  kind  of  grip  on  young 
hearts.— PATRICK  COOKE 
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WORLD'S  BEST  LARGE-SHIP  CRUISE  LINE  :jgtk 

Travel  +  Leisure  Ten  consecutive  years  (1996-2005)  •  Conde  Nast  Traveler  Nine  consecutive  years  (1996-2004)  ^pr 


Great  service  doesn't  mean  being  seen. 
It  means  being  noticed. 
The  difference  is  Crystal  clear. 


;  they  say  is  in  the  details.  It  is  so  often  the  little  details  that  make  all  the 
i  And  on  a  Crystal  cruise,  the  differences  are  many. 

■/y  on  Crystal:  "World's  Best  Service"  from  award-winning  European-trained 
aff.  Wine  tastings  with  the  Society  of  Wine  Educators.  Concierges  who  are 
;  of  the  prestigious  Les  Clefs  d'Or.  Foreign  language  classes  with  Berlitz. 


Always  included:  Dining  at  all  specialty  restaurants.  All  non-alcoholic  beverages 
throughout  the  ship.  Specialty  coffees  and  pastries  in  The  Bistro.  Penthouse  butler 
service  with  personal  bar.  Complimentary  town  center  transportation  service. 

To  experience  the  Crystal  difference  on  any  of  our  distinctive  worldwide  voyages, 
contact  your  travel  agent,  visit  www.crystalcruises.com  or  call  1  866  569  7200. 


CRYSTAL  CRUISES 
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THAILAND 

Hua  Hin:  On  this  steamy  afternoon  in  Hua 
Hin, Thailand,  the  KING'S  CUP  polo  match  is  about 
to  begin.  The  players  mount  their  steeds — six  ex- 
ceedingly compliant  elephants — and  are  tied  on  with 
ropes  behind  the  mahouts  (elephant  drivers).  On 
one  side  in  this  contest  are  former  members  of  the 
New  Zealand  All  Blacks  rugby  team;  on  the  other, 

the  darlings  of  last  year's  tournament,  the  Screwless  Tuskers,  four 
extremely  beautiful  Bangkok  college  students  who  are  also  trans- 
sexuals (known  in  Thailand  as  "ladyboys"),  the  only  team  to 
bring  their  own  butler  and  cheerleaders.  (Also  the  only  ones  to 
list  their  measurements  in  the  team  profile  and  "long  girlish 
lunches"  as  their  hobby.) 

With  a  final  adjustment  of  their  shocking-pink  jerseys  and 
pith  helmets,  the  Tuskers  are  ready  and  the  gong  sounds,  start- 
ing two  chukkas  of  seven  minutes  each  and  a  tussle  for  the  ball, 
as  the  elephants,  some  surprisingly  fleet,  gallop  across  the  field. 
The  players  attempt  to  stay  upright  and  maneuver  their  elon- 
gated sticks  to  get  a  crack  at  the  ball.  (Or,  when  the  elephants 
cluster  together,  simply  to  see  the  ball,  obscured  below  the  ani- 
mals' girth.  In  some  cases,  the  crowd  pitches  in  and  screams  the 
location.  In  others,  the  elephants  themselves  help,  lifting  their 
feet  or  trunks  to  give  players  a  clear  shot.)  Despite  the  apparent 
mismatch  of  brawn  versus  beauty,  it  becomes  a  scrapping  battle 
with  the  All  Blacks  finally  pulling  it  out,  two  goals  to  one. 

Recapping  play  later,  All  Blacks  forward  Steve  McDowell,  a 
star  on  the  New  Zealand  team  in  the  late  1980s,  reveals  that  stick 
work  was  only  one  of  the  elements  at  play.  They  had  tried  to 
disarm  the  Tuskers  by  sending  them  flowers  beforehand.  But 
McDowell  thinks  the  close  score  may  also  have  been  caused  by 
favoritism  among  the  mahouts,  who  can,  indeed,  influence  play 
by  the  directions  they  give  the  elephants.  "They  definitely  fa- 
vored the  ladyboys,"  he  says.  "We  held  our  mahouts  by  the  shoul- 
ders. They  held  theirs  around  the  waist." 

If  so,  it  would  be  just  one  strategy  among  many  in  this  tour- 
nament, which  began  in  2001  as  the  third  cog  of  the  World 
Elephant  Polo  Association  circuit  and  is  now  held  each 
September  on  an  army  field  in  this  seaside  resort  town  about  175 
miles  south  of  Bangkok.  But  while  the  King's  Cup  maybe  newer 
than  the  other  tournaments — held  annually  in  Nepal  and  Sri 
Lanka — it's  undoubtedly  the  largest.  The  2004  field  included 
14  teams,  with  players  ^uch  as  the  Duke  of  Argyll  coming  from 


It's  all  in  the 
wrist,  or  possibly, 
the  trunk. 

as  far  away  as  Scotland.  It's  also  the  most  commercial  (ban 
of  corporate  sponsors  such  as  Chivas  Regal,  British  Airway 
American  Express  adorn  the  field).  In  the  end,  all  the  m 
goes  to  a  good  cause:  Thailand's  National  Elephant  Instii 
which  cares  for  the  thousands  of  elephants  left  unemploye 
the  banning  of  logging,  their  former  profession. 

Noble  missions  aside,  though,  it's  also  a  grand  lark,  as  r 
of  the  participants  explain.  "Polo  is  important,  but  apres-pQ 
much  more  important,"  according  to  Peter  Prentice,  capta 
the  Chivas  team  and  sometime  play-by-play  announcer 
to  overheated  exclamations  such  as  "An  amazing  momei 
elephant  polo  history!"  and  "I  look  at  this  match  and  I  see 
at  war!"). 

At  one  point  during  the  week,  Prentice  announced — 
unfeigned  admiration — the  All  Blacks  training  regimen  i 
the  night  before:  partying  until  4:30,  then  up  at  6  to  play  golJ 
onward  to  compete  on  a  mere  90  minutes  of  sleep.  On  the 
posite  end  of  the  training  spectrum,  the  German  team — s] 
sored  bv  Mercedes-Benz  and  captained  by  Oliver  Wintei 
esteemed  amateur  polo  player — practice  for  months  on  a 
tomized  Humvee  raised  to  an  elephant's  height.  It's  no  acci- 
that  they've  won  the  tournament  twice. 
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The  King's  Cup  Elc 
Polo  Tournament  takes 
from  September 
www.thaielepolo 
Anantara  Resort  &  Spa 
Hin;  011-66-3252-0 
www.anantara 


Such  profound  seriousness  bemuses  James  Manclark,  who 
revived  the  obscure  sport  of  elephant  polo  (first  played  by  sun- 
addled  British  aristocrats  in  India).  As  Manclark  recalls,  he  and 
Jim  Edwards,  owner  of  Nepal's  Tiger  Tops  Jungle  Lodge,  were 
having  a  drunken  lunch  at  the  St.  Moritz  Tobogganing  Club  in 
1982  when  he  discovered  that  Edwards'  lodge  had  elephants.  "I'd 
played  a  lot  of  horse  polo,"  says  Manclark,  "so  I  asked  him  whether 
his  elephants  could  learn  to  play  polo.  He  thought  it  was  quite 
a  good  idea.  So  later  I  sent  him  a  telegram:  'Arriving  April  1 
in  Nepal  with  long  sticks.  Have  elephants  ready.'  He  didn't  know 
whether  it  was  an  April  Fool's  joke,  but  he  did  have  them  ready  and  we  played  our  first 
April  1,  1982,  on  a  grass  airstrip  nearby." 

As  the  game  has  evolved,  traditional  polo  rules  are  in  effect  with  some  unique  excep 
A  foul  is  called,  for  example,  if  an  elephant  lies  down  in  front  of  the  goal.  Such  elephant 
behavior  is  rare,  although  irregularities  are  not  completely  unknown.  As  Christopher  Stai 
vice  president  of  the  tournament's  host  and  sponsor,  Anantara  Resorts  6c  Spas  Asia,  expi 
elephants  sometimes  do  as  they  please,  regardless  of  direction.  (And  direction  itself  is  an 
since  players  have  to  communicate  with  the  Thai-speaking  mahouts.  One  solution:  givin 
mahouts  shirts  with  Thai  commands  written  on  the  back.)  If  mother  and  daughter  elep 
are  on  the  field  together,  the  daughter  may  follow  her  mother,  regardless  of  where  the  m; 
points  her.  Last  year,  the  elephant  ferrying  umpire  John  Roberts  got  into  a  territorial  I 
with  another  elephant  and  charged,  causing  the  animal  to  be  banished  to  the  sidelines, 
plucky  Roberts  ran  back  and  forth  along  the  length  of  the  field  instead  to  referee.) 

Generally,  though,  the  elephants  seem  to  enjoy  the  game  (or  at  least  running  ar 
the  field  with  their  friends)  and  occasionally  do  help  out.  When  Army,  the  Tuskers' 
ler,  played  in  2003  as  a  replacement,  a  particularly  active  bit  of  play  caused  his 
breasts  to  pop  out.  His  elephant  retrieved  them  and  handed  them  back.  And  durin 
tournament  elephants  do  seem  to  figure  out  the  rules,  occasionally  kicking  the  bal 
roaring  with  delight  after  they  score  a  goal 

The  final  day  of  the  tournament  has  a  somewhat  different  tone,  in  no  small  pan 
cause  of  its  royal  patronage:  The  King  of  Thailand  sends  a  representative  to  the  fi 
and  he  arrives  amid  much  pomp  and  bowing.  And  since  the  games  are  free,  the  cro 
many  of  them  locals,  swell  on  the  final  Sunday.  How  sweet  for  them,  then,  that  a 
prise  team,  Mobile  Easy  from  Thailand,  beat  out  the  favorites  to  take  the  crown. 

After  the  game,  everyone  congregates  around  the  grounds — players,  elephants,  fa 
as  the  sun  goes  down.  The  awards  have  all  been  given  out,  the  waitresses  in  their  f 
gray  dresses  have  served  their  last  Chivas  mojitos.  But  everyone  seems  reluctant  to  1« 
Instead,  they  swap  team  shirts,  literally  taking  the  shirts  off  their  backs,  and  take  pici 
of  one  another  with  the  elephants.  Manclark,  watching  it  all,  shakes  his  head 
d&  smiles.  Back  on  that  boozy  afternoon  in  St.  Mont/,  he  says,  he  never  imag) 

mflyl^HL  would  evolve  into  so 


Packable 


\     "...But  can  I  drink  the  water?"  This  common  travel 
question  now  has  an  uncommon  answer:  the 
§jp     SteriPEN  portable  UV  water  purifier  ($150).  Simply 

push  the  button  and  swirl  it  in  your  glass  or  bottle. 
After  90  seconds,  its  UV  rays  have  purified  up  to  32  ounces 
of  H2O,  ridding  it  of  nasties  like  E.  coli,  giardia  and  Cryptosporidium. 
Better  still,  it  leaves  no  bitter  taste  like  iodine  tablets.  Runs  on  four 
AA  batteries.  (888)  826-6234,  www.steripen.com.  —MATTHEW  REED  BAKER 


thing  so,  well,  madcap 
—LAURIE  WERjj 
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THE  ONLY  CAR  IN 
ITS  CLASS. 


ODUCING  THE  QUATTROPORTE  The  first  luxury  performance  sedan  to  deliver  400hp  from  a  4.2  liter  V8  without  resorting 
percharging.  The  first  to  employ  front-mid-engine  design  for  superior  handling.  The  first  with  an  Fl-inspired  6-speed 
mission  for  unmatched  acceleration  and  control.  As  AUTOMOBILE  Magazine*  proclaimed, "The  technical  package  is 
ling."  Will  you  be  the  first  to  have  one  in  your  palace?  Featuring  a  comprehensive  ownership  program  including  a  4yr/50k- 
pumper-to-bumper  limited  warranty  and  24hr  roadside  assistance.  877. MY.MASERAT1  maseratiamerica.com/fby 
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Collecting  by  Kenneth  Shouler 


Bank  Shot 


A  vintage  table  from  Blatt  Billiards 
can  be  a  beautiful  investment. 


o  one  just  shoots  pool  on  an  antique  table.  Antique 
tables  aren't  slate  stages  for  bangers  any  more  than 
Ferraris  are  suitable  for  displaying  bumper  stick- 
Jefore  shooting  pool  on  an  exceptional  table,  you  first 
to  take  it  all  in:  the  variety  of  woods,  the  inlays,  the 
juetry,  the  rich  veneers. 

ew  people  in  the  world,  if  any,  know  more  about 
jue  pool  and  billiard  tables  than  Ron  Blatt.  The 
dent  of  Blatt  Billiards  on  Broadway  near  12th  Street 
ew  York,  Blatt  has  an  inventory  of  almost  3,000 
s  in  and  around  the  city.  Four  generations  of  Blatts 
been  servicing,  restoring  and  even  designing  tables 
scratch  since  1923.  Prized  tables  from  auction  houses 
as  Bonhams  &  Butterfields  and  Christie's  have 
oved  the  collection  over  the  years,  and  Blatt's  mod- 
lave  appeared  in  Victor  Stein  and  Paul  Rubino's 
oritative  reference,  The  Billiard  Encyclopedia, 
i  cook's  tour  of  his  six-floor  Broadway  shop  serves  up 
:ray  of  unexpected  colors,  woods  and  one-of-a-kind 
gns.  One  model  in  inventory  includes  French  elm 


Show  horse:  The 
Equestrian,  a  rare 
19th-century  table 
with  a  cast-iron 
base,  will  run 
you  $85,000  to 
$90,000. 
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and  African  ebony  with  lighter  satinwood 
marquetry.  Another  boasts  yellow  and 
green  floral  veneers  in  the  frame  and 
cabriole  legs.  These  tables  will  never  put 
in  an  appearance  at  the  local  pool  hall. 
Nothing  mass-market  here;  most  came 
into  the  world  between  1870  and  1915. 
Some  have  been  aging  gracefully  since 
before  the  Civil  War. 

Each  has  its  personal  history.  This  sad 
one  in  the  corner  over  here  was  neglected 
by  indifferent  owners,  its  tapered  legs  left 
to  soak  in  a  flooded  basement.  Another, 
sculpted  from  quarter- 
sawn  oak,  was  later 
drowned  in  beige  paint 
to  match  someone's 
ghasdy  den  decor.  Blatt 
employs  13  cabinet- 
makers (the  top  of  the 
food  chain  in  wood- 


rosewood,  characterized  by  a  wide  reddish- 
brown  and  black  grain.  Against  this  back- 
ground, in  a  yellowish  wood  called  French 
aspen,  lay  sprawling  vines  and  lions  under- 
neath trees.  More  striking  stHl  are  the  six 
pockets,  each  with  a  sculpted  bronze  hand 
that  offers  up  to  players  any  pocketed  ball. 
When- it  is  fully  restored,  Blatt  estimates 
that  this  full-sized  snooker  model  will  sell 
for  upwards  of  $185,000. 

But  his  most  unexpected  and  satisfying 
find  occurred  in  an  old  Victorian  home  in 
Englewood,  New  Jersey.  There,  Blatt  laid 


price  was  agreed  on.  Blatt  eventually! 
for  the  "middle  six  figures." 

Once  the  tables  arrive  in  Blatt's 
house,  Bruce  Roeder,  the  director  o: 
neering  and  design,  sets  to  work.  Ro 
twin  talents,  honed  over  40  years,  are : 
ing  old  models  and  building  new  one 
scratch.  For  the  latter  he  first  creates  i 
model  with  the  aid  of  computer-gen 
drawings.  As  he  improvises  and  fine 
his  model,  he  goes  back  and  improv 
drawings.  Roeder  knows  how  the 
tables  ought  to  be  built  for  one  reasoi 


Most  of  Blatt's  antique  tables  came  into  the 
world  between  1870  and  1915.  Some  have  W 
aging  gracefully  since  before  the  Civil  War. 


The  Pfister, 
a  popular 
early-20th- 
century 
table.  Fully 
restored: 
$32,000. 


working)  to  restore  wounded  wood 
and  carve  out  made-to-order  models 
from  scratch.  His  prices  for  restored  an- 
tiques and  custom-built  tables  range  from 
about  $14,500  to  $75,000,  rising  occa- 
sionally to  six  figures,  depending  on  the 
intricacy  of  the  carvings  and  inlays. 

The  truly  exquisite  antique  tables  in 
Blatt's  collection  are  hard  to  come  by. 
"They  are  few  and  far  between,"  he  says. 
"Tables  made  more  than  100  years  ago 
just  aren't  around  anymore."  Ordinary 
wooden  behemoths  —  weighing  up  to 
2,500  pounds — are  out  there.  But  it's  the 
ornate  tables  that  pay  back  the  eight-month 
investment  spent  refurbishing  them. 

The  oldest  model  Blatt  ever  laid  hands 
on  —  a  Charles  X-style  table  made  in 
1820 — was  discovered  in  a  castle  in  Paris 
three  years  ago.  The  table's  side  panels  are 


eyes  on  an  1885 
Gothic  piece  made  of  solid 
teak,  a  yellowish-brown  wood, 
especially  heavy  and  so  hard  and  durable 
that  it's  ideal  not  only  for  furniture  but 
for  shipbuilding.  This  five-by-ten-foot 
marvel  was  a  combination  pool,  snooker 
and  carom  table,  with  rails  that  could  be 
changed  with  the  flip  of  a  lever.  It  came 
with  a  cue  rack  rising  ten  and  a  half  feet 
in  the  same  Gothic  style.  The  rack  had  a 
stained-glass  front  and  a  cabinet  and  ball 
rack  below,  and  held  36  cues.  Such  a  com- 
bination would  be  rare  even  at  the  Bloom- 
ingdale,  Astor  or  Vanderbilt  estates  (where 
Blatt  has  made  purchases),  much  less  a 
middle-class  neighborhood  in  Englewood. 
"It  was  the  most  magnificent  piece,"  Blatt 
says,  reliving  the  moment.  "I  was  awe- 
struck." But  poker-faced.  The  owner  knew 
the  value  of  his  treasure,  and  a  substantial 


has  taken 
and  put  bai 
gether  so : 
of  them.  Newer 
duction  models  are 
together  with  a  bagf 
bolts  and  metal  bracket 
Roeder  relies  on  fitting' 
together  as  it  was  dom 
years  ago.  "We  don't  de 
from  what  worked  back  then 
says.  "We're  not  looking  to  save  time; 
looking  to  build  and  rebuild  the  hig 
quality  pieces  [possible]."  One  princip 
follows  is  T-rail  construction,  where  th 
is  actually  threaded  into  the  slate.  Wit 
considerable  weight  of  the  slate  agains 
rail,  the  resulting  carom  is  true. 

A  few  years  back  Roeder  stum 
upon  his  own  memorable  piece.  Trav< 
through  Ogdensburg,  New  York, 
the  Canadian  border,  he  heard  of  a  1 
buried  in  an  old  woman's  coal  bin.  1 
enough,  beneath  the  coals  was  a  t 
painted  lime  green.  Roeder  stripped 
paint  and  discovered  a  beautifully  ir 
work  of  art  made  in  1880,  its  wood 
preserved  by  the  coal. 

As  in  playing  pool,  when  it  come 
uncovering  gems  it  helps  to  be  luck}' 
good.  • 

Blatt  Billiards  can  be  contacted  at  ( 800)  i 
8855  or  www.blattbilliards.com. 
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Let  Roy's  help 
you  plan  the 

perfect  party. 


Whether  it's  a  small  family 


business  affair,  Roy's  can  help 
you  plan  an  unforgettable 
evening.  Customizable  priva 
dining  menus  available. 


HAW 
CUIS 


roysrestaurant.com 


on  the  mainland: 

ATLANTA 
AUSTIN 
BALTIMORE 
BON  »TA SPRINGS 


CHICAGO 
DALLAS 

JACKSONVILLE  BEACH 
LA  JOLLA 
LAS  VEGAS 


NEWPORT  BEACH 
ORLANDO 
PHILADELPHIA 
PHOENIX 
RANCHO  MIRAGE 


SAN  FRANCISCO 


WOODLAND  HILLS 


in  Hawaii: 

HAWAII  (BIG  ISLAND) 


Sports  by  Amy  Chozick 


Mnce  of  the  Paddle 

Think  you  can  beat  New  York  City  Ping-Pong  hustler 
rty  Reisman?  Your  serve...  (And  he'll  spot  you  18  points.) 


Reisman  can  hit  the  ball  115  miles  per  hour  with  an  old-school  pimpled  racquet. 


gangly  75-year-old  man  struts  down  Manhat- 
m  tan's  Second  Avenue  past  a  row  of  Chinese 
noodle  shops,  some  of  which  display  his  por- 
He  wears  a  white  Panama  hat,  light  green  tailored 
i  pulled  up  around  his  thin  waist  and  a  pair  of  tinted 
ors  that  rest  on  an  oversized  nose, 
/ith  a  cigarette  in  the  side  of  his  mouth,  he  talks  about 
Id  neighborhood,  points  to  high-rise  apartment  build- 
with  disdain  and  comments  on  young  people's  col- 
re  lack  of  anything  resembling  fashion  sense. 
There  was  a  point  when  you  couldn't  name  a  ma- 
ja  that  I  hadn't  played  table  tennis  for,"  he  says,  pad- 
n  hand. 
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Marty  Reisman,  a  self-styled  master 
of  Pong,  hustler  extraordinaire,  armchair 
philosopher  and  unabashed  promoter  of 
the  "Reisman  myth"  is  on  his  way  to  a 
lavish  Upper  East  Side  apartment  build- 
ing where  he  will  play  a  heated  match 
against  publishing  mogul  Sir  Harold 
Evans — one  of  a  long  list  of  influential 
friends  that  over  the  years  has  included 
comedian  Jackie  Mason  and  several 
members  of  Meyer  Lansky's  legendary 


concrete  wall  behind  them.  Each  rally  is 
faster  than  the  last,  and  each  shot  chess- 
like in  its  complexity.  Evans  stays  in  the 
game,  sweat  dripping  from  his  brow. 
Reisman  keeps  his  cool,  never  taking  off 
his  hat  or  sunglasses.  "Harry  is  an  excel- 
lent player,"  he  says,  "but  he  can't  beat  me, 
can  you,  Harry?" 

Evans  nods.  He  knows  his  opponent  is 
right.  In  fact,  not  many  people  can,  not 
even  when  Reisman's  sitting  on  a  folding 


i 


Harry  Evans'  Ping-Pong  room  is  a  mini-museum  of  Reisman  memorabilia 


street  gang,  Murder  Incorporated. 

Once  a  week,  he  plays  Evans  in  his  and 
wife  Tina  Brown's  sprawling  basement, 
where  a  regulation  Ping-Pong  table  sits 
under  fluorescent  lights.  When  he  arrives, 
Reisman  pulls  a  perfect  paddle  out  of  a 
leather  case  and  slips  out  of  his  loafers  and 
into  a  pair  of  certified  Ping-Pong  sneakers. 

"Harry  has  to  play  me  with  a  handi- 
cap," explains  Reisman,  whose  trademark 
forehand  can  clock  in  at  115  miles  per 
hour,  15  miles  faster  than  Nolan  Ryan's 
fastball  at  the  height  of  his  career.  And 
so,  with  the  hum  of  a  washer/dryer  combo 
in  the  background,  Reisman  and  Evans, 
a  former  competitive  table  tennis  player 
and  an  author  on  the  subject,  settle  on  a 
12-point  advantage. 

There  is  plenty  of  room  in  the  base- 
ment, but  at  various  times  throughout  the 
match,  the  players  back  so  far  away  from 
the  table  that  they  must  be  mindful  of  the 


chair,  playing  with  a  trash  can  lid  or  a 
Coke  can  instead  of  a  paddle,  or  giving 
away  as  steep  a  handicap  as  18  points. 

"It's  not  just  that  Marty  has  a  legendary 
forehand  or  the  greatest  drop  shot  ever 
seen  on  the  face  of  the  earth,"  says  Evans, 
who  has  followed  Reisman  since  his  1949 
win  at  the  British  Open  (the  Wimbledon 
of  table  tennis).  Evans  lost  in  an  early 
round  of  the  same  tournament  the  prior 
year  and  became  fascinated  with  Reisman, 
recording  his  exploits  in  a  Ping-Pong  col- 
umn he  wrote  for  the  Manchester  Evening 
News.  "He  has  all  these  things,  but  he's 
also  a  master  raconteur  and  rhetorician. 
His  wit  is  as  delicious  as  his  drop  shot." 

For  more  than  60  years,  Reisman,  also 
known  as  "The  Needle"  because  of  his  ul- 
trasiim  physique,  has  played  high-stakes 
table  tennis  from  Broadway  to  Bombay. 
Even  today  he  has  $5,000  on  the  table 
for  any  world-class  player  willing  to  chal- 


lenge him.  A  match  comes  with  od 
dition,  however:  His  opponent  mui 
the  commonly  used  sponge  pa<| 
favor  of  an  old-school  wooden  i| 
covered  in  a  thin,  pimpled  layer  of 
Reisman  hates  the  new  paddles.  I 
he  lost  $10,000  by  a  nose  against  ti 
something  up-and-comer  Jimmy 
"That  cursed  sponge  racquet  w 
culprit,"  he  insists. 

Against  nonpros,  Reisman  gi 
of  his  way  to  level  the 
field.  "Just  get  them  to  th 
is  my  philosophy,"  he  say 
recounts  the  time  he  beat 
fessional  bodybuilder  with 
point  handicap  while  sitting 
Other  victims  have  includ 
president  of  the  Philippin 
maharaja  of  Baroda,  Mont 
Clift  and  Kurt  Vonnegut. 

Playing  money  matches 
man  inadvertently  became 
the  best  table  tennis  players 
world,  but  many  believe  ha 
have  been  better.  "He  wa) 
pended  or  simply  'not  pic 
a  consequence  of  disagreei 
over  gambling,  expenses  c 
decorum  more  frequently 
was  good  for  his  career," 
Jerome  Charyn,  author 
Ping-Pong  epic  Sizzling 
and  Devilish  Spins.  "Officii 
stood  in  the  way  of  Marty's  destiny." 

Charyn  tells  the  story  of  how  at  aj 
Reisman  was  escorted  by  policemen 
a  national  tournament  in  Detroit  for 
to  bet  $500  on  himself.  Still  learnir 
ropes  of  being  a  sportsman  and  a  gar 
Reisman  mistook  the  head  of  the  L 
States  Table  Tennis  Association 
bookie  and  counted  the  notes  one  b 
into  his  palm,  a  mistake  that  six  dd 
later  the  hustler  still  finds  no  humor 
"The  trouble  with  Ping-Pong  is 
like  any  sport,  you've  got  those  who  f 
and  those  who  administer  it,"  Evans 
"Marty  is  articulate,  insightful  and 
about  what  the  Association  can  do  t< 
prove  the  game,  and  that  ruffles  the  e 
lishment's  tail  feathers.  Well,  that  a 
course  he  plays  for  money." 

Despite  his  run-ins  with  the  estal 
ment,  Reisman  still  managed  to  w: 
international  and  national  champion 


FORBES  FY I 


* 

ZENITH 

SWISS   WATCH  MANUFACTURE 

SINCE  1865 


between  1946  and  2002,  including  the 
U.S.  Open  twice  and  the  British  Open. 

"If  you  had  to  name  the  ten  greatest 
players  the  game  has  ever  seen,  Marty 
would  without  a  doubt  be  one  of  them," 
Evans  says. 

Reisman  and  his  longtime  table-tennis 
partner,  the  late  Doug  Cartland,  traveled 
around  the  world  eight  times  as  competi- 
tors, hustlers  and  as  the  opening  act  for 
the  Harlem  Globetrotters.  (Their  routine 
included  playing  "Mary  Had  a  Little 
Lamb"  with  frying  pans.)  They  played  to- 
gether for  a  crowd  of  75,000  spectators  at 
Berlin's  Olympic  Stadium,  the  biggest 
recorded  live  audience  for  a  table-tennis 
tournament.  And  in  1997,  at  age  67, 
Reisman  won  the  United  States  National 
Hardbat  championship, 
making  him  the  oldest 
person  ever  to  win  a  na- 
tional open  title  in  a  rac- 
quet sport. 

"I  could  tell  at  a  very 
young  age  that  I  was 
gifted,"  Reisman  declares 
with  the  jaunty  confi- 
dence of  a  teen  idol,  "and  that  because  of 
that  gift,  I  would  be  able  to  carve  a  very 
interesting  life  out  of  table  tennis."  When 
a  different  type  of  athlete,  a  basketball 
protege  or  retired  boxing  champ,  exudes 
this  kind  of  self-importance,  he's  written  off 
as  an  egomaniac,  but  because  of  Reisman's 
field  and  his  flamboyance,  the  former 
Ping- Pong  champ  is  actually  likable. 

"I've  always  thought  of  him  as  an  off- 
beat character  with  a  latitude  of  his  own," 
Jackie  Mason  says  of  his  longtime  friend, 
with  whom  he  grew  up  on  New  York 
City's  Lower  East  Side.  "He's  an  armchair 
philosopher  who  talks  about  a  fortune  he 
doesn't  have  and  times  that  have  gone  by." 

The  Needle's  description  of  what 
drove  him  to  the  game  is  far  from  glam- 
orous. "I  had  a  nervous  breakdown  when 
I  was  nine  years  old  and  ended  up  in 
Bellevue  Hospital.  Ping-Pong  was  the 
ultimate  escape.  My  racket  became  a  sen- 
suous connection  between  the  ball  and  my 
brain."  And  it's  a  good  thing  Reisman  had 
the  gift  of  Pong,  because,  as  he  says,  "No 
one  has  ever  been  less  suited  for  regular 
employment  than  I  was."  Aside  from 
a  disastrous  stint  as  a  shoe  salesman  at 
B.  Airman's  department  store,  Reisman 


has  never  been  conventionally  employed. 

"I  became  a  money  player  at  a  very 
young  age,"  says  Reisman.  He  honed  his 
skills  in  a  Ping-Pong  parlor  at  54th  and 
Broadway  called  Lawrence's,  a  former 
Legs  Diamond  speakeasy  still  pocked 
with  bullet  holes  from  Prohibition  raids. 
The  parlor  was  Reisman's  surrogate 
home,  school  and  training  ground.  It  was 
no  Jewish  community  center:  The  char- 
acters that  hung  out  in  the  dimly  lit 
hall  exuded  the  underworld  toughness  of 
mobsters,  only  the  vice  wasn't  bootleg 
liquor  but  table  tennis.  He  met  some  of 
the  greatest  players  of  the  '30s  and  '40s 
there,  learned  from  them  and  soon  bet 
against  them. 

His  childhood  hangout  made  such  an 


across  the  street,  where  he  held  oil 
1981.  A  supermarket  now  stands! 
corner  of  96th  and  Broadway.  1 
will  never  be  another  place  like  thi 
had,"  Reisman  says.  "It  was  even 
than  Lawrence's  because  I  control] 
action.  I  created  the  drama." 

These  days,  Reisman  seems  wJ 
down  with  the  heavy  baggage  of  noi 
"Watching  table  tennis  is  like  wa| 
paint  dry,"  Reisman  says.  He's  specj 
referring  to  the  Manhattan  Table  1 
Club,  where  money  matches  are  I 
and  everyone  plays  with  the  higlj 
sponge  paddles  that  have  accelerate 
game's  pace,  robbing  it  of  its  spectau 
peal.  In  the  professional  matches  of  j 
the  average  rally  is  less  than  four  I 


At  age  15,  Reisman  was  escorted  out  of 
a  national  tournament  after  mistak 
the  head  of  the  United  States  Table 

Tennis  Association  for  a  bookie. 


enduring  mark  that  in  1958,  when  his  in- 
ternational escapades  subsided,  he  bought 
the  Riverside  Table  Tennis  Courts,  mod- 
eled it  after  his  adolescent  oasis  of  Pong 
and  named  it  "Reisman's."  Urban  lore 
holds  that  the  parlor  was  to  Ping-Pong 
what  Gleason's  Gym  has  been  to  boxing. 
In  a  1972  issue  of  The  New  York  Times 
Magazine,  biographer  Stefan  Kanfer 
wrote,  "Most  of  the  time  [Reisman]  is  not 
to  be  found  behind  the  tables  of  his  splen- 
did Manhattan  Gothic  establishment. 
Instead,  he  waits  in  a  little  back  room, 
coiling  and  uncoiling  in  preparation  for 
the  occasional  mongoose  foolish  enough 
to  challenge  him." 

Kanfer  spent  hours  in  the  parlor  ob- 
serving the  characters  that  came  and  went, 
many  of  whom  rivaled  The  Needle  in 
their  feisty  exuberance.  Freddie  the  Fence, 
Herbie  the  Nuclear  Physicist,  Betty  the 
Monkey  Lady  and  Tony  the  Arm  fre- 
quented the  place,  as  well  as  Dustin 
Hoffman,  David  Mamet  and  a  group  of 
violinists  from  the  Metropolitan  Opera 
"No  one  knows  why,"  savs  Reisman  about 
the  latter  group  of  regulars. 

The  parlor  closed  in  1974  due  to  sky- 
rocketing rent,  then  Reisman  moved 


across  the  net.  "The  action  is  so  fas 
the  brain  can  hardly  tell  what's  haj 
ing,"  Reisman  says.  As  Howard  Jac 
put  it  in  The  Independent.  "Once  we) 
warriors,  and  table  tennis  was  a  gar 
for  heroes  (kerplock)...Then  the  dasl 
Japanese   introduced   the  sponge 
(squelch-plock)  and  the  magic  died 
Reisman  shrugs  in  disgust  a) 
thought  of  the  current  state  of  the 
and,  as  he  often  does,  hums  a  few  b 
the  Depression-era  ballad  "Brother 
You  Spare  a  Dime?" 

"Those  times  are  gone  forever,"  he 
thinking  about  the  old  Jewish  neigh 
hood  where  a  flair  for  table  tennis  rule 
streets.  True,  the  Lower  East  Side  has  \ 
way  to  an  influx  of  hipsters  with  hefty 
funds.  To  make  matters  worse,  that  d 
cable  sponge-covered  racquet  isn't  g 
anywhere.  Still,  with  a  completed  autc 
graphy,  Hollywood  interest  in  his  life  s 
weekly  competitions  to  play  and  an  ur; 
set  up  another  high-stakes  money  m; 
Mart)'  Reisman  is  alive  and  still  num. 
his  myth,  noshing  on  bean  curd,  fo 
recalling  scams  in  1950s  Hanoi  and  a  F 
Pong  parlor  with  bullet  holes  in  the  u 
a  jazz  tune  playing  in  the  background. 
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IN  S  U  R  A  N  C  E    •    INVESTMENTS    •  RETIREMENT 


I  want  to  play  golf. 


What  do  you  want?  The  Power  of  the  Pyramid  can  help  get  you  there. 

Your  idea  of  retirement  may  not  look  like  anyone  else's.  And  because  one  size  doesn't  fit  all, 
Transamerica  offers  custom  insurance,  investment,  and  retirement  solutions  designed  with  one 
thing  in  mind — helping  you  get  what  you  want.  Even  a  lower  handicap. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

The  Power  of  the  Pyramid 


by  Transamerica  Financial  Life  Insurance  Company,  Purchase,  NY.  Insurance  products  underwritten  by  Transameria 
itjates  outside  New  York.  Not  available  in  all  states.  Transamerica  companies  are  members  of  the  AEGON  Group. 


Golf  by  Todd  Pitock 


A  Cheer  in 


Provence 


Fine  food.  Fine  wine.  Now  add  fine  solf. 


ranee  may  be  better  known 
for  the  threesome,  the  me- 
nage a  trois,  but  standing 
e  14th  hole  at  Golf  de  la 
e  Baume  in  the  hills  of 
:nce,  about  40  minutes  east 
arseille,  it  occurs  to  me  that 
bursome  is  unique  to  the 
as  well. 

)b  scowls  immediately  be- 
and  after  every  shot,  ex- 
ing  to  me,  VAmerkain,  that 
ench  his  name  is  short  for 
;rt  and  gives  me  a  will-won- 
never-cease  look  on  hear- 
t's the  same  in  English. 
•Claude,  a  sturdy  Provencal 
s  early  70s,  shields  his  eyes 
the  sun  as  he  tracks  the 
t  of  his  ball,  then  curls  his 
)m  lip  and  shrugs,  the  uni- 
il  gesture  for  "beats  me."  His  companion,  Chloe, 
Is  on,  betraying  no  judgment  one  way  or  the  other, 
is  the  one  who  makes  this  foursome  so  unusual.  It  is 
just  her  monklike  patience,  even  as  Jean-Claude 
:hes  in  roughs  and  ponds,  even  as  he  lines  up  to  putt 
vrong  ball  on  the  green.  It  is  that  Chloe  is  a  dog. 
n  France,  one  quickly  gets  used  to  seeing  furry  friends 
staurants,  but  I've  never  seen  a  hound  welcome  on  a 


Piece  de  resistance: 
Golf  de  la  Sainte 
Baume's  14th  hole 
in  Nans-les-Pins, 
east  of  Marseille. 
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golf  course.  But  then,  why  not?  Here  we 
■are  in  Provence,  a  wonderfully  laid-back 
world  of  hypnotic  pleasures,  of  wine 
and  truffles,  flowers  and  wilderness.  Rec- 
tangular fields  shimmer  with  color,  and 
when  the  sun  and  breeze 
sweep  over  vineyards,  the 
tips  of  vine  leaves  flicker 
like  candles.  Thyme,  lav- 
ender, jasmine  and  rose- 
mary scent  the  air.  And  if 
all  of  that  weren't  enough, 
the  go'f  s  not  too  shabby 
cither,  with  courses  that 
route  through  olive  groves, 
citrus  orchards  and  vine- 
yards, under  rocky  brows  of  plateaus  and 
in  windswept  valleys  and  plains. 

"When  you  first  arrive  in  Provence, 
you're  struck  by  this  very  specific  light  that 
reminds  you  of  the  Impressionists,"  says 
Thierry  Sprecher,  who,  along  with  part- 
ner and  former  French  top-ranked  tour 
pro  Gery  Watine,  is  among  France's  best- 
known  golf  course  architects.  "Then  there 
is  the  subtle  smell  of  thyme  and  all  these 
admirable  local  plants....  Golf  courses  in 


IF  YOU  GO 


Provence  are  one  of  a  kind." 

Probably  the  last  time  anyone  thought 
of  France  and  golf  in  the  same  sentence 
was  when  Jean  Van  de  Velde  was  cough- 
ing up  a  three-stroke  lead  on  the  last  hole 


Provence,  with  40  18-hole  coi 
reputedly  France's  best  golf  regie 
wife,  Toni,  and  I  wound  up  here  th 
Cecil  and  Adrienne  Jones,  neighb 
friends  who  have  a  place  of  their 


When  the  mistral  is  at  your  back,  your 

spirit  soars  as  the  ball  carries  fabul* 
distances  (on  the  par-five  13th,  I  hit  my 
second  shot  to  the  green  with  a  sand 
wedge).  Into  the  wind, humility  sets 


of  the  1999  British  Open.  In  fact,  the 
game  really  is  underappreciated  here. 
Scotland's  450-plus  courses  barely  meet 
the  needs  of  its  more  than  5  million  peo- 
ple. France's  60  million  nonenthusiasts 
manage  with  about  500  courses.  Allow  me 
to  interpret:  For  the  fortunate  golf-trav- 
eler, this  means  less  crowded  and  less  ex- 
pensive courses.  Imagine  going  into  a  rare 
wine  cellar  with  people  who  prefer  Coors 
Light,  leaving  you  the  run  of  the  place. 


>lt's  easy  enough  to  travel  independently.  A  website,  www.efrancegolf.com, 
offers  information  and  packages,  though  it  is  cumbersome  to  navigate. 
French  golf  tour  operator  France  Golf  Tours  (011-33-1-34-75-2049, 
www.francegolftours.com)  will  customize  trips,  including  golf  and  wine 
packages.  The  brochure  "Golf  Pass  Provence"  is  available  online  at 
www.golfpass-provence.com  or  from  the  French  Government  Tourist  Office, 
(514)  288-1904,  www.franceguide.com. 

>Just  France,  an  American  company,  sells  properties  and  rents 
apartments  and  villas  throughout  France  with  weekly  rates  starting  at  $1,200 
(610-407-9633;  www.justfrance.com).  For  Hotel  du  Domaine  de  Chateauneuf, 
contact  Relais  &  Chateaux  (800-735-2478;  www.relaischateaux.com).  Four 
Seasons  Resort  Provence  at  Terre  Blanche  (800-819-5053,  www.fourseasons.com), 
less  than  an  hour  from  Nice,  has  two  18-hole  courses  that  won  Golf  de  I'Annee 
from  GaultMillau  Le  Golf  2005. 

'S,  Although  it's  a  lie  that  you  can't  get  a  bad  meal  in  Provence,  a  good 
^  one  is  sublime.  Our  best  experiences  included  the  restaurant  at 
the  Hotel  du  Domaine  de  Chateauneuf;  Les  Florets  (011-33-4-90-65-85-01, 
www.hotel-lesflorets.com)  in  Gigondas;  and  Le  Four  a  Chaux  (011-33-4-90-62- 
40-10,  www.lefourachaux.com)  in  Caromb,  about  five  miles  east  of  Beaumes 
de  Venise,  a  town  famous  for  its  Muscat  dessert  wine.  Faventia  (011-33-4-94- 
39-90-00)  at  the  Four  Seasons  has  a  coveted  star  from  The  Michelin  Guide. 

For  wine  touring  in  Provence,  Gigondas  and  Vacqueyras  are  highly  esteemed 
**'   areas.  Go  to  caveaux  to  sample  a  variety  of  wines  from  different 
winemakers;  to  visit  individual  vineyards,  follow  signs  that  say  "degustation." 


the  heart  of  the  Cotes  du  Rhone,  J 
the  world's  great  wine  regions.  We 
loosely  planned  itinerary  of  golf  anil 
tronomy  in  places  that,  if  we  werenl 
tunate  to  be  keeping  up  with  the  Jol 
we  would  have  found  only  with  <| 
guidance  or  extensive  research  (seel 

On  the  first  morning  we  drill 
Avignon,  the  seat  of  the  disputed  pi 
after  the  church's  14th-century  sal 
and  having  lunched  at  an  outdoor  cai 
beyond  the  shadow  of  the  Palaij 
Papes,  a  2.6-acre  Gothic  church  con 
that  for  more  than  70  years  was  the 
Vatican,  I  splinter  off  for  my  first  ro 

The  Golf  du  Pont-Royal  coui 
1992  Seve  Ballesteros  design,  is  ai 
start.  The  opening  holes  are  flat  anc 
sonably  gentle,  with  sufficiently  wide 
ways  and  a  mix  of  short  and  long  r 
Whether  out  of  respect  for  the  g 
a  desire  to  actually  exercise  or  ben 
French  golf  courses  add  egregiousi 
charges  for  "buggies,"  most  people  j 
That's  fine,  until  the  6th  hole,  whei 
6,890-yard  course  dramatically  cha 
character  and  begins  to  climb.  Sudd, 
the  Great  Game  comes  perilously  cla 
an  aerobic  sport.  The  hilltop  views  a 
red-tile-roofed  villas — the  Provence 
sion  of  a  golf  course  subdivision — an< 
Luberon  mountains  in  the  distance, 
ups  and  downs  and  strong  breezes  r 
the  yardages — in  meters,  of  cour: 
somewhat  less  useful  to  know,  so 
have  to  play  more  according  to  what 
see  and  feel.  Artists  like  Cezanne 
Matisse  did  the  same  thing  with  p 
Call  me  Vincent  van  Golf. 

Back  with  the  Joneses,  my  grip 
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allgame 


shifted  to  the  stem  of  a  glass  of  a  Cotes  du 
Rhone  rose.  An  old  sycamore  tree  fills  in 
the  foreground,  and  vineyards  climb  the 
embankment  in  the  distance.  We  take 
a  short  ride  to  the  perched  village  of 
Gigondas  to  a  caveau,  a  wine-tasting 
room,  before  immersing  ourselves  in  a 
three-br-more-hour  religious  ritual  that  in 
the  United  States  is  known  as  dinner. 

The  French,  the  novelist  Saul  Bellow 
once  noted,  have  more  respect  for 
leisure — and  I  am  full  of  respect  for  that 
notion,  if  somewhat  bleary,  when  I  arrive 
the  next  morning  at  Golf  de  Chateau- 
blanc,  a  1988  design  by  Sprecher  and 
Watine  near  Avignon.  The  6,740-yard 
route  has  a  flat,  pastoral  layout  that  con- 
trasts with  the  hilly  Pont-Royal.  It's  a 
pleasure  to  walk,  with  beautifully  condi- 
tioned fairways  and  greens.  The  middle 
holes  are  laid  out  across  a  meadow, 
heathland-style  (links  without  the  water), 
while  the  opening  and  closing  holes  have 
big,  gnarled  poplars  that  grow  sideways 
from  the  constant  pressure  of  the  mistral, 
Provence's  famous  wind.  When  it's  at 
your  back,  your  spirit  soars  as  the  ball  car- 
ries fabulous  distances  (on  the  par-five 
13th,  I  hit  my  second  shot  to  the  green 
with  a  sand  wedge).  Into  the  wind,  hu- 
mility sets  in,  though  for  the  most  part 
the  fairway  is  open  enough  to  find  your 
ball  and  take  your  bogey. 

After  three  days  with  the  Joneses,  we 
depart  to  explore  on  our  own.  We  are 
both  reading  Jean  de  Florette  and  Manon 
des  Sources,  the  Marcel  Pagnol  novels  pub- 
lished in  1962  and  adapted  for  film  in 
1986  and  set  in  the  countryside  east  of 
Marseille.  We  head  in  that  southeast 
direction  to  absorb  the  atmosphere  of  the 
books,  both  tragedies  about  greed  and 
deceit  with  evocative  descriptions  of  the 
land.  The  local  color  is  still  apparent  as  we 
pass  through  towns  where  men  plav  bottles 
in  the  shade  of  sycamores  and  drink  pastis 
and  Pernod  sitting  on  chairs  that  all  face 
the  road. 

En  route,  we  stop  for  a  quick  nine 
holes  at  the  Golf  Club  de  Servanes,  a 
6, 740-yard  course  running  under  the 
dazzling  limestone  hills  of  the  Alpilles, 
12  miles  east  of  Aries,  where  Van  Gogh 
lived.  Designers  Sprecher  and  Watine 
used  the  white  rocky  hills  as  a  kind  of 
frame  for  an  artful  course  dotted  with 


olive  groves.  Amid  shades  of  greeni 
course  and  burnished  yellows  of 
areas,  brushstrokes  of  color  burs 
patches  of  oleander  and  clumps  of; 
yellow  blossoms.  In  the  midst 
round,  I'm  distracted  by  a  band  of 
cantering  in  the  rough.  Toni,  w 
never  acftially  been  on  a  golf  course 
and  is  along  now  for  the  ride,  tak 
tures  and  comments  on  my  backsw 

"Wouldn't  it  be  easier  if  you  hit 
straight?"  she  asks. 

"I'm  trying  to  get  a  sense  of  the 
ter  of  the  rough,"  I  tell  her. 

We  spend  a  night  in  Cassis,  a 
wine  region  and  resort  town  whos« 
ering  limestone  mountains  refle 
glow  of  the  Mediterranean,  then  we 
to  Aix-en-Provence  to  see  Cezanne* 
lier  and  the  view  of  Mont  Sainte-Vi 
the  landscape  of  several  of  the  m 
most  famous  paintings. 

The  piece  de  resistance  o 
Provencal  comes  on  our  second 
day,  when  we  arrive  at  the  Hot) 
Domaine  de  Chateauneuf,  a  Reli 
Chateaux  property  in  Nans-les-Piil 
minutes  east  of  Marseille.  The  ha 
lightlv  landscaped  18th-centurv  mai 
with  high-ceilinged  rooms  that  open 
wide  terraces,  is  surrounded  by  Go 
la  Sainte  Baume,  a  1988  Robert  Be 
course.  The  Sainte  Baume  mountain 
the  horizon.  A  vineyard  is  across  one 
a  paddock  draws  into  view,  and  nov 
then  a  pond,  a  gully  or  immense 
come  into  play.  There  are  a  lot  of  1 
shots  and  strategic  approaches,  and 
is  not  a  weak  hole.  For  local  charm 
partners  Bob,  Jean-Claude  and  C 
absolutely  seal  the  deal. 

Indeed,  the  par-four,  420-yard 
hole  epitomizes  the  trip.  From  the  t 
can't  see  where  I'm  going  but  hit  the 
way,  and  on  my  second  shot,  I  don' 
my  ball  land.  I  try  the  trees  by  the  gi 
I  make  the  "beats  me"  look.  Poor 
looks  for  his  own  ball  as  his  face  betr; 
fear  of  messing  up  an  otherwise  de 
score.  Jean-Claude  makes  the  univ 
shrug  for  "What  can  you  do?  Stuff! 
pens."  Chloe  still  doesn't  care.  I'm 
about  to  drop  another  when  I  spot  rm 
in  a  patch  of  long  grass  just  off  the  gr 

A  mere  chip  and  putt  lor  par.  I  a 
happv  as  a  pig  in  truffles.  • 


Engineered  for  men 


SCHAFFHAUSEN 
SINCE  1868 


Portuguese  Chrono-Automatic.  Ref.  3714:  In  1868.  watchmaker  F.  A.  Jones 
founded  the  International  Watch  Company  in  Schaffhausen.  Since  then,  our 
engineers  have  developed  many  of  today's  legendary  timepieces  - 
the  Ingenieur  family,  the  Pilot's  Watches,  the  Da  Vinci  and  the  Aqua- 
timer  series.  It's  good  to  know  that  our  watches  aren't  just  packed 
with  technical  advances.  But  also  with  the  passion  of  our  engineers. 


Mechanical  chronograph  move- 
ment I  Self-winding  I  Small 
seconds  hand  with  stop 
function  (figure)  I  Anti- 
reflective  sapphire  glass  I 
Water-resistant  to30m\  40.9  mm 
case  diameter  I  Stainless  steel 


IWC  Schaffhausen,  Switzerland,  www.iwc.ch 
For  an  authorized  retailer  nearest  you,  please  call  (800)  432-9330,  or 


visit  our  website 


Boats  by  Bernadette  Bernon 


Storm 


Seller 


our  years  ago,  Tom  Morris  of  Morris 

Yachts  saw  the  classic  Sparkman  & 

Stephens  day-sailer  Stormy  pull  into 
ass  Harbor,  Maine,  boatyard  for  a 
Then  he  noticed  that  no  one  could 
>y  the  sweet  hull  without  stopping  and 
g  at  her  longingly.  So  Tom  and  his 
^uyler  collaborated  with  S&S,  the 
■able  76-year-old  naval  architecture 

to  create  a  modern  version  of  the 
ful  Stormy.  Using  their  own  33  years 
jerience  building  long-distance  cruis- 
oats,  father  and  son  gave  their  M36 
it  and  stiff  carbon-fiber  spar,  a  high- 
:t-ratio  bulb  keel  for  stability  and 
lum  performance,  and  a  self-tacking 
r-furling  jib  for  effortless  solo  sail 
ling.  They  hid  the  furling  drum  just 
ath  deck  level  and  ran  all  sheets  and 
irds  under  the  deck  and  aft  to  the 
L  an  inspired  touch  that  keeps  the  deck 
underfoot  and  creates  a  sleek  line.  The  result  of  all 
[  refinements?  Under  sail,  the  M36  soars.  $289,000. 
■ger  version,  the  M42,  will  be  in  production  this  fall. 
,000.  (207)  244-5509,  <www.morrisyachts.com. 


ONE  SCREEN,  ONE  TOUCH 


The  Maptech  i3  touch-screen- 
command  display  isn't  just  for 
chart-plotting.  You  can  also 
use  it  to  send  and  receive 
e-mail  anywhere  in  the  world, 
to  collect  real-time  weather 
reports  and  images,  and 
to  superimpose  radar  images 
on  digital  charts  or  aerial 
photos  of  the  region  you're 
navigating.  The  waterproof  i3 


now  has  an  optional  3-D 
fish-finding  module — the  first 
of  its  kind— that  allows  you 
to  actually  see  schools  of  fish. 
The  base  unit  is  $12,500 
(including  navigation 
module);  radar  options  range 
from  $3,500  to  $15,000; 
modules  are  $1,000  to 
$2,100  each.  (877)  639- 
6808,  www.maptech.com. 
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UPTOWN  GIRL 

In  the  1920s,  captains  of 
industry  used  to  board  their 
personal  yachts  and  ply  the 
choppy  waters  of  the  Long 
Island  Sound  as  part  of  their 
daily  commutes  from  the 
island's  Gold  Coast  into 
Manhattan.  Perhaps  they  were 
on  the  mind  of  singer- 
songwriter  Billy  Joel  when  he 
commissioned  his  own  vessel 
to  take  him  from  his  Oyster 
Bay  home  into  the  City.  His 
collaboration  with  yacht 
designer  Douglas  Zurn, 
Vendetta,  launched  in  July 
and  now  you  can  have  one 
too.  She's  made  of 
featherweight  resins,  fitted 
with  top-of-the-line  electronics 
and  roars  along  at  speeds  up 
to  45  knots.  Commission  your 
own  Vendetta,  a.k.a.  the 


Commuter,  for  about  $2.5 
million.  Zurn  Yacht  Design, 
Marblehead,  Massachusetts; 
(781)  638-0678, 
www.zurnyachts.com. 


It's  Showtime 

Check  out  the  United  States  Sailboat  Show  in  Annaj 

Maryland  (October  6-10;  www.usboat.com),  u 
the  best  new  sailboats  in  the  country.  For  an  orj 
mega-yachts,  head  south  on  1-95  to  the  Fort  Laude 
International  Boat  Show  (October  27-31;  www. si 
management.com).  For  state-of-the-art  electronics 
powerboats  up  to  60  feet,  zero  in  on  the  Miami  I 
national  Boat  Show  (February  16-20,  2006;  www. mi 
boatshow.com). 

If  you  prefer  wine  and  light  pas 
with  vour  boating,  it's  the  Salon  Nautiqi 
Paris  (December  2-12,  2005;  www.sj 
nautiqueparis.com).  A  little  theater  oil 
side?  The  London  Boat  Show  (January! 
2006;  www.londonboatshow.net).  Al 
you  want  to  see  mega-yachts  in  am 
vironment  where  they  seem  as  much  a, 
of  the  natural  landscape  as  the  dazz 
seaside  cliffs,  book  that  ticket  fori 
Monaco  Yacht  Show  (September  21-24, 2 
www.monacoyachtshow.com).  • 
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V8  Vantage  -  Natural  beauty.  Natural  agility.  Natural  choice. 


ASTON  MARTIN 

Power,  Beauty  and  Soul 


Scottsdale  Aston  Martin 

Desert  European 

Aston  Martin  Palm  Beach 

Aston  Martin  ofTroy 

Aston  Martin  Long  Island 

Aston  MartinTysons 

Phoenix  •  AZ 

Rancho  Mirage  ■  CA 

West  Palm  Beach  •  FL 

Troy  •  Ml 

Roslyn  •  NY 

Vienna  •  VA 

(480)  990-9000 

(760)  773-5000 

(561)  659-6206 

(248)  643-6900 

(516)  478-4326 

(703)  442-8200 

Contact:  Stan  Briggs 

Contact:  Austin  Lewis 

Contact:  Patricia  Romeo 

Contact:  Brian  Bucholtz 

Contact:  Simon  Rodd 

Contact:  Phillip  Jones 

Aston  Martin  of  Beverly  Hills 

Galpin  Aston  Martin 

Aston  Martin  Naples 

Moore  Aston  Martin 

Aston  Martin  of  Cleveland 

Aston  Martin  Seattle 

Beverly  Hills  •  CA 

Los  Angeles  •  CA 

Naples  •  FL 

St.  Louis  •  MO 

Bedford  •  OH 

Seattle  •  WA 

(800)  768  0518 

(818)  894-3800 

(239)  263  6070 

(636)  394-0900 

(440)  359-1515 

(866)  855-8446 

Contact:  Janelle  Salehi 

Contact:  Joe  VanDeVeere 

Contact:  Ken  Hansen 

Contact:  Ted  Dickey 

Contact:  Gary  Goodman 

Contact:  Michael  Oe  O'Campo 

Aston  Martin  Marin 

Aston  Martin  Silicon  Valley 

The  Collection 

Gaudin  Aston  Martin 

Midwestern  Auto 

Decarie  Motors 

Corte  Madera  ■  CA 

Los  Gatos  •  CA 

Coral  Gables  •  FL 

Las  Vegas  •  NV 

Dublin  •  OH 

Montreal.  Ouebec  •  Canada 

(415)  496-2100 

(408)  354-4000 

(305)  444-5555 

(702)  284-7000 

(614)  889-2571 

(514)  334-9910 

Contact:  Steve  Caria 

Contact:  Mark  Reeve 

Contact:  Steve  Barmann 

Contact:  Nana  Vann 

Contact:  Vil  Vina 

Contact:  Cheryl  Bias 

Bauer  Aston  Martin 

Sill-TerHar 

Aston  Martin  of  Atlanta 

Foreign  Cars  Aston  Martin 

Bobby  Rahal  Aston  Martin 

Aston  Martin  of  Ontario 

Santa  Ana  •  CA 

Broomfield  •  CO 

Roswell  •  GA 

Greensboro  •  NC 

Wexford  •  PA 

Toronto.  Ontario  •  Canada 

(714)  953-4800 

(303)  469-1801 

(678)  802-5007 

(336)  294-0200 

(724)  940-3530 

(416)  530-1880 

Contact:  Brian  Wright 

Contact:  Jeremy  Child 

Contact:  Craig  Forbes 

Contact:  Bill  Morell 

Contact:  Mark  Harnden 

Contact.  Leo  Rubmo 

Cole  European 

Miller  Motorcars 

Lake  Forest  Sportscars 

F.C.  Kerbeck  Aston  Martin 

Aston  Martin  of  Dallas 

MCL  Motor  Cars 

Walnut  Creek  •  CA 

Greenwich  •  CT 

Lake  Bluff  •  IL 

Palmyra  •  NJ 

Dallas -TX 

Vancouver,  BC  •  Canada 

(925)  935-2653 

(203)  629-4726 

(847)  295-6560 

(856)  829-8200 

(214)522-1007 

(604)  738-5577 

Contact:  Marty  Henson 

Contact:  Cyndi  Koppelman 

Contact:  David  Pigg 

Contact:  Joe  Innaurato 

Contact:  Kurt  Fegraeus 

Contact:  Herb  Mills 

Cush  Aston  Martin 

Aston  Martin  ofTampa 

Aston  Martin  of  New  England 

Ray  Catena  Aston  Martin 

Star  Motor  Cars 

.San  Diego  •  CA 

Tampa  •  FL 

Waltham  ■  MA 

Edison  •  NJ 

Houston  •  TX 

'(800)  215-1642 

(866)  420-4957 

(781)  547-5959 

(732)  205-9000 

(713)868-6800 

Contact:  Kelhe  Burns 

Contact:  Tom  Heinz 

Contact:  Pat  Roussel 

Contact:  Peter  Klein 

Contact:  Richard  Wahl 

www.astonmartin.com 

GREEN  IS  GOOD. 


Could  green  tea  be  good  for  you?  Recent  research  suggests  that  * 
powerful  antioxidants  in  green  tea  may  play  a  role  in  maintaining  normal  bio 
pressure,  blood  sugar  levels,  cholesterol  levels,  and  immune  response.* 

And  ...  Bigelow  uses  only  the  finest  green  teas  and  seals  each  tea  bag 
a  flavor-protecting  foil  pack  ensuring  great  taste. 
Since  a  sharper  mind  makes  better  business  decisions  and  a 
healthier  body  will  be  around  longer  to  enjoy  your  financial  success, 
isn't  it  time  you  started  drinking  Bigelow  green  tea? 


Cbigelow 


"The  health  benefits  of  drinking  green  tea  are  the  subject  of  ongoing  research. 
Go  to  www.gogreentea.com  for  more  information. 


-. 


Spas  by  Lorraine  Cademarfori 


ropical  Remedy 

The  spa  at  The  Palms  ups  the  ante  on  the  Turks  &  Caicos. 


each  lovers  have  known  about  the  tiny  Atlantic 
island  chain  Turks  &  Caicos  for  years,  and  the 
spa  world  is  getting  in  on  the  action.  In  1998 
t  Cay  debuted,  on  a  tiny,  private  cay  accessible 
>y  boat,  and  early  in  2005,  The  Palms  resort  on  the 
island  of  Providenciales  (population:  6,000) 
ed,  promoting  its  spa  as  its  centerpiece, 
tuated  on  Grace  Bay  Beach,  cheek  by  jowl 
less  impressive  properties,  The  Palms'  72 
offer  balconies,  iPod  minis  and  full  kitchens 
Viking  appliances,  but  just  about  everybody 
s  to  gravitate  to  the  15,000-square-foot  spa. 
part  of  its  appeal  is  its  location,  in  a  nearby 
air  courtyard;  equally  attractive  is  its  design, 
esy  of  Angel  Stewart  of  the  Golden  Door.  In 
nain  area,  guests  follow  the  path  of  a  long 
:  Its  branches  are  eight  coral-stone  treatment 
is  anchored  by  a  central  "meditation  area." 
was  intrigued  by  a  treatment  called  "Zareeba," 
red  from  the  Arabic  word  for  "protected 
>sure,"  in  which  herbs  are  brewed  in  an  enor- 
;  pot  and  then  transferred  to  a  ceramic  con- 
r  and  placed  on  the  floor  of  a  small  wooden 
l  big  enough  for  one  guest  to  sit  and  stir  the 
wreathing  in  an  intense  aroma  and  sweating — 
stoxifying — profusely.  Another  treatment,  Mother 
:arl,  uses  pulverized  queen  conch  shells  in  an  aloe  and 
ngrass-oil  base  to  exfoliate  the  skin.  Not  good  on  sun- 
s,  and  the  same  goes  for  the  Thai  Massage:  When  the 
ipist  complimented  my  flexibility  while  digging  her 
s  into  my  upper  musculature,  my  "thank  you"  came 
agh  tears  and  gritted  teeth.  But  pain  be  damned.  The 
ill  experience  at  the  spa  was  so  fluid,  so  simpatico  with 
mbience  at  the  resort,  that  I  made  a  mental  note:  Save 
>each  for  last.  • 


The  waterside 
meditation  area 
at  the  spa 
at  The  Palms. 


Palms,  Providenciales,  Turks  &  Caicos  Islands,  British 
Indies;  rooms  starting  at  $750 per  night;  (866)  877- 
M,  www.thepalmstc.com. 
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Vjose  who  know,  know  Halekulani. 


Vera  Wang 

SUI  TE  AT 
HALEKULANI 


HOTELS  &RESORTS 
OF  HALEKULANI 


cTh(FIeadwgHoteis 
ofth^World 


ivunv.  halekulani.  com 


Wine  &  Spirits  by  Richard  Nalley 


ireat  Wines 
To  Buy  Now 


ny  commendable  wine  merchant  knows  that  there  are 
some  wines  worth  beating  the  bushes,  begging  and  call- 
ing in  favors  for,  bottles  prized  by  their  most  clued-in 
ners  for  the  sheer  sensuous,  stomach-hugging  bliss  of  sip- 
hem.  Here  are  ten  of  those  wines,  all  worth  securing  right 
oday. .  .and  send  the  bill  along  later,  my  good  man. 

liCH-OSTER  2003  RIESLING  AUSLESE,  ZELTINGER  SONNENUHUR 

|  The  Mosel  turned  out  gorgeous  Ausleses  in  warm 
lj  this  beautyr  from  the  dizzying  slate  slopes  of  Zeltingen's 
Rial"  vineyard  is  opulently  flavored  (at  9  percent  alcohol!) 
Jff-dry,  but  so  minerally  and  lively  it  seems  less  sweet  the 
lyou  sip. 

'  A  2003  CHENIN  BLANC  ($20)  From  South  Africa's  Stellen- 
!  region,  a  big,  creamy,  dry  white  wine  with  a  vivid  cut  of 
iy  and  generous  flavors  of  melon,  white  grape  and  fig.  It's 
jjh  to  put  you  off  chardonnay. 
1900  CUVEE  ROSE  RESERVE  ($75)  Possibly  America's  finest— 
I -sparkling  wine,  from  a  vineyard  in  chilly  western  Marin 
j  ty,  this  is  complex,  smooth  and  compulsively  drinkable. 
wes,  this  is  the  current  vintage. 

iiRCANDA  2001  "MAGARI"  ($70)  Northern  Italian  wine  legend 
lo  Gaja's  lavish  new  venture  in  coastal  Tuscany's  white-hot 
iieri  region  produced  this  Bordeaux-shaming,  ultrasilky 
|'t-cabernet  blend  whimsically  named  Magari,  "If  Only." 
2002  RESERVE  PINOT  N0IR  ($50)  Forget  Sideways.  The  best 
I  U.S.  pinot  right  now  may  be  the  gorgeous  2002s  from 
ion's  Willamette  Valley,  particularly  this  citrus-  and  straw- 
-inflected  beauty:  New  World  ripe  but  with  an  Old  World 
|:rated  richness. 

LAS  2001  "TURRIGA"  ($65)  One  of  Italy's  most  consistently 
ing  wineries,  Sardinia's  Argiolas  outdoes  itself  with  this 
sterial  red  blend  based  on  ancient  vines  of  the  cannonau 
ache)  grape.  Spicy  and  plummy,  with  notes  of  herbs  and 
fruit,  this  is  a  suave  Mediterranean  tongue-purpler. 


CL0S  ERASMUS  2002  PRI0RAT  ($135)  Priorat  pro- 
duces some  of  Spain's  most  expensive  and  coveted 
wine,  and  Daphne  Glorian's  effortlessly  profound  '02 
shows  why:  It  uncoils  slowly  in  the  glass  to  reveal  an  astonish- 
ing spectrum  of  unctuous  fruit,  earth  and  cocoa  flavors. 
COS  D'ESTOURNEL  1999  ($60)  Through  a  fluke  of  the  marketplace 
there  are  still  puzzlingly  underpriced  1999  Bordeaux  around, 
and  this  lovely,  grand-scaled  wine  may  be  your  last  chance  to 
buy  a  wonderful  Cos  d'Estournel  south  of  $100  ('03  futures  are 
$130  and  up). 

PIERRE  USSEGLI0  2003  CUVEE  DE  M0N  AIEUL  ($75)  A  stupendous  20- 
year-wine  from  this  tailor-made  Chateauneuf-du-Pape  vintage 
that  makes  you  itch  to  be  drinking  it  now.  If  you  can't  resist, 
decant  it  and  let  it  open  for  an  hour.  As  the  wine  unfolds  you 
glimpse  the  sweet,  sappy  black  fruit,  roast  coffee,  leather  and 
wild  raspberry  flavors  that  will  be  amplified  (and  added  to) 
down  the  road. 

VINA  SASTRE  2001  CRIANZA  ($30)  From  a  family-owned  winery  in 
Spain's  sun-baked  Ribera  del  Duero — just  upriver  from  port 
country — this  is  a  crowd-pleaser  with  a  bright,  lively,  sweet- 
sour  cherry  flavor  and  a  sneaky,  full-bodied  sumptuousness.  • 
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The  best  service  anticipates  your  needs.  To  help  you  arrive  feeling  ready  for  business,  our  Arrivals  Lounge  at  Heath 
has  the  services  of  a  spa.  You  can  step  off  the  plane  and  straight  into  a  shower,  a  robe,  even  a  Molton  Brown  facial  -  all  vj 
your  suit  is  being  pressed.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  whcl 
you're  enjoying  a  gourmet  meal,  or  our  infinitely  more  comfortable  flat  bed,  we  think  you'll  find  our  business  class  like  no  cl 


it  ba.com/clubWorld 


Business  class  is  different  on  BRITISH  AIRWAYS 


Real  Escapes  by  Taylor  Antrim 


Scotland  Yard 

There's  nothing  like  strolling  the  grounds  of 

your  own  Highland  estate.  Even  if  it's  just  a  rental 


ity  the  Scottish  aristocracy. 
Centuries-old  acreage  to  over- 
see, priceless  objets  to  count, 
ledown  dovecotes  to  restore  and 
of  ornery  Highland  cattle  to  keep 
le  helipad.  Titles  have  a  lovely, 
syllabic  ring,  and  the  Queen  must 
useful  character  reference.  Still, 
ay's  postfeudal  world,  your  aver- 
uke  or  earl  is  more  hardworking 
manager  than  well-dressed  man 
sure. 

:ottish  castles,  on  the  other  hand, 
n  a  certain  romantic  appeal, 
h  is  why  I  was  pleased  to  discover 
ervices  of  Loyd  &c  Townsend- 
,  agents  to  a  fine  collection  of 
ss  (plus  French  chateaux,  Italian 
and  Swiss  chalets).  Their  client  list 
ides  business  moguls,  movie  stars 
members  of  the  U.S.  Congress, 
vonder:  Hiring  one  of  their  prop- 
is  for  a  week — with  full  larder, 
<.ed  bar  and  staff  at  the  ready — remains  the  most 
y-free  way  to  join  the  ranks  of  the  landed  gentry, 
.ecently,  some  friends  and  I  took  up  residence  at  the 
rer  of  Lethendy  in  Perthshire,  just  over  an  hour's 
i  north  of  Edinburgh.  Relatively  modest  as  castles 
l  mere  eight  bedrooms),  Lethendy  is  situated  on  a 
-tended  40-acre  estate  that  offers  lawn  and  clay  ten- 
ourts,  a  formal  and  woodland  garden,  a  heated  pool 
best  of  all,  its  own  18-hole  (par-three)  golf  course, 
s  latter  holds  particular  appeal  for  those  of  us  who'd 
er  shank  drives  in  private.) 

,argely  rebuilt  in  the  19th  century,  Lethendy  was 


Perthshire's  eight- 
bedroom,  fully 
staffed  Tower  of 
Lethendy — yours  for 
$45,000/week. 


Radisson  Plaza  Xing  Guo  Hotel  Shanghai  ■  78  Xing  Cuo  Road  Shanghai  200052  ■  China 
86  21  6212  9998  www.raoisson.com/shanghalcn  plaza  toll  free  1-800-353-3353 
or  the  local  Radisson  toll  free  reservations  number  for  your  country 


STAY  YOUR  OWN  WAY 


(Hi  urn  □ 


Featuring  designer  furniture  w/art  deco  influence,  original  vintage  prints,  travertine  floor, 
media  room/bedroom  w/plasma  TV  &  surround  sound,  breathtaking 
ocean  &  city  from  2  open  terraces,  European  kitchen  w/state-of-the-art 
appliances  and  luxurious  black  granite  baths  w/whirlpool  tub. 

Building  amenities  include  24  hr.  security,  5  star  hotel  service, 
spa  &  world  class  fitness  center,  valet  parking  and  much  more... 

One  to  two  year  leases  available. 
For  more  information  please  contact  Eloy  Carmenate 
at  305.582. 7179/  eloy@ivrrealty.com  /  www.ivrreaity.com 


SOUTH  BEACH  DESIGNER  PENTHOUSE 

$20,000/month 

This  exceptional  coveted  3/3, 1,746  sq.  ft.  unit  is  located  in  the  prestigious 
Setai,  a  private,  luxurious  forty-story  glass  building  with  tropical  gardens 
and  sparkling  pools  at  the  edge  of  the  Atlantic  Ocean. 


IL  VlLLAGGlO 

RBAm  Im 


originally  a  hunting  lodge,  its 
wing  dating  to  1570.  "Hunting 
sounds  evocatively  spartan,  but 
worry — like  the  rest  of  the  proper™ 
resented  by  Loyd  8c  Townscndf 
it's  plush  inside  and  ultramodcrr 
conveniences  (recessed  lighting, 
floors,  air-conditioning,  satellit 
sauna  and  steam  room).  The  vievi 
the  terrace,  a  downward-sweepinl 
spective  of  rhododendrons,  hec 
and  handsome  old  gnarled  trees,  kfll 
friends  and  me  lingering  at  cocktail 
through  sunset. 

Though  quite  obviously  a  Colol 
my  accent  gave  me  away — I  was  nev  I 
less  given  a  warm  welcome  by  a  nei  J 
the  Dowager  Countess  of  Strath | 
and  Kinghorne,  whose  family  stil 
in  Glamis  Castle,  a  setting  in  Shi 
peare's  Macbeth  (and  the  late  Cl 
Mother's  childhood  home).  Lorcl 
Lady  Stormont,  recently  returned! 
Las  Vegas,  were  equally  genial,  takia 
on  a  private  tour  of  their  family's 
Palace.  Loyd  ScTownsend-Rose  s 
izes  in  such  introductions,  as  wel 
wrangling  tee  times  on  some  of  the  I 
try's  most  exclusive  golf  courses,  arrail 
helicopter  tours  of  the  National  Trull 
Scotland's  historic  sites  or  booking  al 
guide  tor  a  day  of  fly-fishing. 

Or  their  staff  will  simply  stay  oil 
your  way.  After  all,  seclusion  and  pr 
arc  happy  facts  of  castle  life,  and  mal 
Loyd  &Townsend-Rose's  clients  prt 
quiet  stay.  With  Lethendy's  accompli 
chef  turning  out  traditional  cuisine  ( 
salmon  with  thyme  beurre  blanc, 
of  lamb,  and  roast  beef  and  Yorks 
pudding  were  among  the  standout 
had  little  reason  to  venture  bevond 
castle  gates.  In  fact,  my  most  contei 
moments  were  spent  just  strolling 
grounds,  beneath  Lethendy's  turrets,, 
deners  giving  me  a  wave,  neatly  mo 
grass  underfoot.  Mine,  all  mine,  I  rem 
ber  thinking — lord  of  the  manor  until 
flight  home  at  the  end  of  the  week.  • 

Loyd  &  Townsend-Rose  represents  a  port 
of  historic  properties  in  Britain  and  Eut 
and  specializes  in  customizing  every  aspea 
client's  stay.  The  Tower  of  Lethendy  rent 
approximately  $45,000  a  week.  011- 
1573-229-797,  www.ltr.co.uk. 


Style  &  Design  by  Richard  Nalley 


f 

adrid-based  Taujel  isn't  just  the  only 
company  in  the  world  that  creates 
'        mysterious,  elaborately  interlaced 
1  lejar"-style  ceilings;  it  employs  the  only 
rt  e  in  400  years  to  know  how. 
.lie  Mudejars,  whose  craft  flourished  in  the 
njand  15th  centuries,  were  Muslims  often 
tting  at  the  behest  of  the  resurgent  Catholic 
my-  Exquisite  artisans — and,  as  it  turns  out, 
■mathematicians — they  evolved  a  complex 
il-carving  system,  Moorish  in  influence  but 
liely  Spanish,  whose  results  can  be  seen  in 
Iral  treasures  such  as  the  Alhambra  and 
Kar  palaces.  Or,  thanks  to  Taujel,  in  the 
ius  room  of  your  own  hacienda, 
tujel's  story  begins  in  1984,  when  archi- 
Cnrique  Nuere  and  engineer  Jose  Luis 
Izadi  gained  possession  of  a  dusty  17th- 
liry  manuscript — one  of  only  two  in  exis- 
fe — that  held  the  mathematical  secrets  of 
Mudejars'  lost  art.  Working  with  a  team  of  scholars, 
■translated  both  works  (the  second  one  turned  up, 
ture,  in  the  library  at  the  University  of  Texas)  into 
Int-day  Spanish  and  modern  math  formulas. 
Iven  with  this  prize  in  hand,  however,  there  was 
iossibility  of  training  craftsmen  to  duplicate  the 
liced  technique  of  generations.  Instead,  Nuere  and 
Izadi  set  to  work  designing  a  computer  program, 
ri  massaged  over  the  intervening  years,  that  could 
|t  woodcutting  tools  according  to  the  intricate  ratios 
proportions  of  Mudejar  geometry.  The  genius  of 
hing  is  that  these  stunning,  multifaceted  ceilings 
hen  be  installed  by  ordinarily  diligent  workmen, 
oday  Taujel's  business  is  partly  in  restoring  Spanish 
>nal  treasures  such  as  the  ceilings  of  the  Alhambra, 
y  in  creating  new  ceilings  for  public  spaces  includ- 
he  Museo  Picasso  in  Malaga  and  partly  in  private 
es  like  Julio  Iglesias'.  Other  clients  have  popped  up 
Beverly  Hills  to  Saudi  Arabia.  Says  Nuere,  "It's 
lge  with  our  company's  origins  in  historic  restoration 
we've  now  become  almost  trendy." 
hough  Taujel's  ceiling  prices  vary  by  wood  choice 
design,  figure  a  base  price  of  about  $1,500  per  square 
jr.  Not  bad,  considering  that  you'd  be  not  only  the 
person  on  your  block  to  have  a  timeless  Mudejar- 
masterpiece  but  among  the  first  in  your  century.  • 


Eyes  to  heaven:  Passion  meets  geometry  in  a  Taujei  ceiling. 


Serious 
Overhead 

Spanish  designers 

recapture  the  lost  genius 
of  15th-century  masters. 


more  information:  www.taujel.com. 
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SURGEON  GENERAL  WARNING: 

Cigars  Are  Not  A  Safe  Alternative 
To  Cigarettes. 


Of  all  the  vehicles  on  the  road,  nothing 
becomes  a  part  of  you  like  a  rugged,  ageless 
pickup.  And  of  all  the  cigars  in  America, 
nothing  enhances  your  moments  of  reflection 
like  the  smooth,  timeless  taste  of  a  Macanudo. 
That's  what  inspires  the  passion  that  makes 
Macanudo  America',  best-selling  premium  cigar. 


MACANUDC 

An  American  Passioi 


THE  BEST-SELLING   PREMIUM  CIGAR   IN  AMER 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  V 


Wheels  by  Bill  Baker 


A  Matter 
)f  Breedin 


0  hybrid  or  not  to  hybrid?  That  has  been  the  ques- 
ever  since  gas  prices  began  skyrocketing  this  year, 
the  answer  isn't  conclusive.  Some  hybrids  get  good 
ige  but  sacrifice  performance.  A  few  of  them  look  odd 
11  of  them  are  priced  higher  than  th  eir  conventionally 
:red  counterparts,  making  the  overall  cost  difference 

1  savings  illusory  (even  if  they  do  cut  emissions), 
ow  comes  the  Lexus  RX  400h,  which  bills  itself  as 
world's  first  luxury  hybrid  SUV."  It  is  nearly  identi- 

the  company's  best-selling  RX  330,  and  in  fact 
;s  its  3.3-liter  V-6  gasoline  engine.  But  the  400h 
three  electric  motors,  all-wheel  drive  and  a  con- 
ly  variable  automatic  transmission.  The  combined 
ne/motor  output  is  268  hp,  38  hp  more  than  the 
lard  RX.  It  also  costs  $6,000  more,  with  a  MSRP  of 
1535.  Lexus  says  much  of  that  difference  is  in  addi- 
il  standard  equipment. 

fhe  company  isn't  pitching  its  luxo-brid  for  its  econ- 
.  Rather,  it  says  here's  a  way  to  get  decent  mileage  in 
UV  without  sacrificing  performance, 
recently  averaged  23.8  miles  per  gallon  in  a  combi- 
on  of  around-town  and  L.A.  freeway  driving.  That's 
ressive  when  you  consider  that  the  400h's  perfor- 
lce  (0  to  60  in  7.3  seconds)  is  comparable  to  a  typical 
[-powered  SUV.  And,  since  the  400h  is  a  SULEV 
er-ultra-low-emission  vehicle),  you  can  zoom  with- 
guilt.  www. lexus.com. 


>  ITALIAN  TO  GO 

So,  some  guy  on  a  Buell  rolls 
up  next  to  me  on  Newport 
Coast  Drive  and  blips  his 
throttle  a  couple  of  times. 
I'm  on  a  bloodred  (did  I 
say  blood?)  Ducati  999R 
Testastretta,  which  I 
knew  was  fast,  but  not 
how  fast.  I  twisted 
the  throttle  about 
halfway  open  and  the 
front  wheel  rose 


off  the  ground  much  like  Silver 
under  the  spurs  of  the  Lone 
Ranger.  The  L-twin  cylinder 
(yes,  rwo-cylinder)  eight- 
valve  150  hp  desmodromic 
engine  rapped  as  only  a  Ducati 
engine  will,  and  I  watched 
the  guy  recede  in  my  tiny 
side-view  mirror  as  I  hit  75 
mph...and  shifted  into  second. 

Would  you  even  want  one 
of  these  street-legal  racing 
motorcycles  if  you  had  the 
price  of  admission?  Well,  if 
the  idea  of  riding  a  Tomahawk 
missile  while  doing  a  push-up 
appeals  to  you,  your  answer 
is  yes.  The  Testastretta  is  no 
more  a  daily  commuter  than 
Kentucky  Derby  colt  Giacomo 
is  a  pleasure  horse,  but  it's 
the  fastest  Italian  out  there. 
Ducati  999R  Testastretta, 
$30,000.  www.ducati.com. 


SPEED  ADDICTS 


ggtf^UX  RACINI 


<  WINNING  FORMULA 

Speed  Addicts:  Grand  Prix 
Racing  is  a  triumph  in 
an  otherwise  bland  world  of 
automobile  books.  Breath- 
takingly  photographed  (Sutton 
Motorsports  Images),  and 
intelligently  and  gracefully 
written  by  veteran  auto 
journalist  Mark  Hughes,  the 
320-page  history  follows 
Formula  1  from  its  seat-of-the- 
pants,  post-WWII  beginnings 
to  the  super-high-tech 
present.  Standard  hardback, 
$49;  18-inch-wide  limited 
edition,  $400.  Available 
at  www.speedtvbooks.com. 
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Broadband  Internet  is  now  available  from  Singapore  Airlines,  connecting  you  to- the  world.  You  can  surf,  e-mail  c 
watch  real-time  TV  news  on  your  laptop*  And  as  always,  enjoy  the  inflight  service  even  other  airlines  talk  abc 
singaporeair.com/ usa 


Inflight  Internet  from 

connexion 

by  BoeingSM 
connexionbyboeing.com 


A  great  way  to  fly 

SinGAPORE  AIRLinES 


A  STAR  ALLIANCE  MEMBER     ^  I 


"Laptop  must  be  wireless-enabled  U.S.-  Singapore  routes  will  be  progressively  fitted  witti  on  board  Internet  access  as  of  Summer  2005  A  connection  fee  applies 


Electronics  by  Thomas  Jackson 


Playtime 


For  PDAs 


The  latest  handhelds  keep 

you  organized  and  entertained. 


he  first  PalmPilot,  introduced  in  1996,  was 
a  sensible,  no-nonsense  gadget.  It  managed 
addresses,  phone  numbers  and  appoint- 
s,  performed  a  touch  of  word  processing  and 
ruch  more.  But  it  was  an  instant  hit,  and  the 
quickly  became  the  gadget  de  choix  among 
pe  A  set.  Other  companies  followed  with 
ar  personal  digital  assistants  (PDAs),  and 
highly  effective  people  everywhere  were 
y  tracing  on  touch  screens  with  little  styli.  A 
or  so  ago,  however,  PDAs  lost  their  sheen.  Smart 
es  such  as  the  Treo  and  iPAQwere  encroaching  on 
igital  address  book  business,  and  consumers  began 
tioning  the  utility  of  a  gadget  without  a  built-in 
e.  Bloggers  declared  the  PDA  dead.  There  was  only 
vay  to  save  it,  manufacturers  realized:  They  had  to 
:  it  more  powerful,  and  they  had  to  make  it  fun. 
aim's  LifeDrive  exemplifies  that  strategy.  To  at  least 
idest  degree,  it  performs  many  of  the  functions  a 
bp  computer  can,  from  wireless  broadband  Web 
pg  to  e-mail  to  word  processing.  The  feature  that 
|  distinguishes  it  from  the  buttoned-down  Palms  of 
past,  however,  is  its  media  player.  The  4-gigabyte 
cated  hard  drive  stores  hundreds  of  digital  photos, 
)  2.5  hours  of  video  and  300  songs,  all  of  which  can 
ploaded  from  a  computer  via  USB  2.0  or  down- 
ed wirelessly  from  the  Internet.  Connecting  to  a  Wi- 
ot  spot  is  a  painless  procedure,  although  we  found 
this  unit — as  well  as  all  the  other  handhelds  we 
:d — requires  a  stronger  signal  than  the  typical  lap- 
Also  Bluetooth-equipped,  it  can  link  up  to  the  Net 
computer  or  over  a  cellular  network  with  a  compat- 
phone.  (www.palm.com;  $500) 
"he  Archos  PMA400  (pocket  media  assistant)  takes 


From  top:  Archos' 
PMA400,  Sony's 
PSP,  Palm's  LifeDrive 
and  Nokia's  770 
Internet  Tablet. 
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the  media  PDA  concept  one  step  further. 
Although  it  has  the  requisite  date  planner 
and  address  book,  its  primary  function  is 
to  entertain.  It  comes  boxed  with  a  verita- 
ble rat's  nest  of  cables  that  enable  the  user 
to  record  directly  onto  the  30-gigabyte 
hard  drive  from  a  computer,  a  television  or 
a  VCR.  The  3.5-inch  screen  is  small,  but 


even  a  calculator.  Unlike  the  other  hand- 
hclds,  it  works  on  the  newer,  more  pow- 
erful 802. 1  lg  Wi-Fi  standard,  and  it  tears 
through  cyberspace  as  fast  as  a  laptop.  It 
has  a  large,  4.13-inch  screen  with  an  800 
x  480  resolution.  Although  it's  hard  to 
predict  how  consumers  will  take  to  a 
product,  Nokia  expects  the  770  to  be  used 


Soon  after  the  PSP  debuted  last  year,  hackers 
found  ways  to  turn  it  into  an  Internet  portal. 


video  playback  is  sharp  at  a  resolution  of 
704  x  480.  The  400's  wireless  Internet 
surfing  feature  is  surprisingly  robust,  eas- 
ily handling  sites  with  heavy  graphics  and 
java  applets.  But  design-wise,  the  unit 
feels  like  a  prototype:  The  Linux-based 
OS  looks  dated  and  the  stylus  is  hard  to 
use.  But  for  those  who  want  a  pocket- 
sized  movie  library,  it's  the  obvious  choice. 
(www.archos.com;  $750) 

Nokia's  770  Internet  Tablet  is  a  differ- 
ent animal  altogether.  Dedicated  solely  to 
Web  browsing,  it  has  no  date  planner  or 


at  home  as  much  as  on  the  road.  The 
company  sees  it  as  a  coffee-table  fixture:  a 
broadband  ready-reference  for  TV  list- 
ings, e-mail  and  everything  else  the 
Internet  has  to  offer.  Yet  the  770  is  easily 
portable  enough  for  the  business  traveler. 
That  option  will  be  sweetened  by  next 
year,  when  Nokia  plans  to  equip  the  unit 
with  Internet  phone  and  instant  messag- 
ing capabilities,  (www.nokia.com;  S350) 
At  the  opposite  end  of  the  hand- 
held spectrum  is  Sony's  PSP  (PlayStation 
Portable),  the  ne  plus  ultra  of  portable  en- 


tertainment devices.  It  runs  high-q 
3-D  games,  shows  movies  in  16:9  fc 
plays  music  and  even  has  Wi-Fi  for  < 
gaming.  Yet  it  doesn't  offer  much  of 
est  to  the  PDA  crowd.  Or  does  it? 
after  the  PSP  debuted  last  year,  ha 
found  ways  to  turn  it  into  a  wi 
Internet  portal,  then  shared  their  me 
online.  Oth 
thusiasts  \ 
unsanctione< 
planners  an 
dress  book : 
cations  for  the  device  and  gave 
away  for  free.  Many  PSP  users,  it  sfl 
wanted  their  high-tech  toy  to  have 
practical,  PDA-like  features.  Now 
has  seen  the  writing  on  the  wall: 
upcoming  PSPs  will  come  with  a  w 
Web  browser.  The  company  hasn't  hi 
that  it  will  throw  in  a  date  planner 
an  address  book,  but  it  seems  like  ai 
tinct  possibility,  at  least  down  the 
Stranger  things  have  come  to  be,  afte 
Like  PalmPilots  that  play  moviesi 
music,  (www.sonystyle.com;  $250)  • 


E  OTHER  HALF 

rp  with  the  Jones 


)nes  Sr. 

and  all  the  trappings  of  a  world-class  Caribbean  resort. 
1-877-HALFMOON  •  www.halfmoon.com 


ROSE  HALL,  JAMAICA 


OF  OCEAN  FRONT  AND  300'  OF  LAKEFRONT 

»eous  British  Colonial  home,  completely  rebuilt  and  completed  in  the  year  2000  for  the  present  owners, 
nities  include  a  tennis  court,  movie  theater,  fitness  center,  huge  swimming  pool  with  pavilion  and  lakefront 
t  house  consisting  of  two  apartment  suites. 


This  fall,  designers 
offer  up  rich 
cashmeres,  velvets 
and  tweeds  so 
you  can  dress 
like  English  blue 
bloods,  rock  'n' 
roll  royalty— or 
just  lord  and  lady 
of  your  own  castle. 

By  Mark  Grischke  I  Photographs  by  Michael  Stratton 

TO 
THE 
MA 

BOR 
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A  Reusable  Feast 


Oliver  bath  retraces  the  steps  of  Papa  Hemingways  Paris  masterpiec 


ally  in  love.  •  I  am  trying  not  to  write  like  Hemingway,  but  this  is  not  an  easy  thing  to  do,  because  I  have  spent  t 
last  four  days  in  Paris  with  Peaches  reading^ Mo veable  Feast  aloud  to  her  in  cafes  and  in  the  hotel  room  where  Osc 


Wilde  died.  It  is  a  very  fine  book,  which  Papa  wrote  40  years  after  he  lived  in  the  Paris  of  F.  Scott  Fitzgerald  an 
Gertrude  Stein  and  Ezra  Pound  and  Ford  Madox  Ford  and  James  Joyce.  It  was  published  after  he  died  and  createo 
sensation  not  just  because  it  was  so  good  but  because  of  the  scene  where  Scott  confides  to  Hemingway  that  he  w) 

worried  about  the  size  of  his  manhood.  The  restaurant  where  this 
alarming  scene  took  place  was  Michaud's,  at  the  corner  of  the  rue 
Jacob  and  the  rue  des  Saints-Peres.  As  for  Peaches,  this  is  not  her 
real  name  but  it  seems  a  good  name  for  her  since  she  is  from  the 
American  South  and  is  very  wild.  Zelda  would  also  be  a  good 
name  for  her,  except  that  was  the  name  of  F.  Scott  Fitzgerald's 
wife  and  she  was  crazy.  Technically  crazy,  the  kind  where  they 
come  and  take  you  away.  Peaches  is  not  at  all  crazy,  but  she  is 
from  the  South  and  is  exuberant  in  the  way  Southerners  have  of 
never  wanting  the  day  to  end. 

At  Taillevent,  which  is  a  very  great  restaurant  not  far  from 
where  Scott  and  Zelda  lived  in  those  days,  Peaches  was  so  exu- 
berant after  the  meal  of  wild  boar  and  foiegras  de  canard  with  the 


caramelized  figs  and  tangerines,  as  well  as  after  the  bottle  I 
Nuits-St-Georges,  the  glasses  of  Maury,  the  sweet  red  wine  frol 
the  southwest,  and  the  four  glasses  of  1975  Armagnac  that  si 
wanted  to  make  love  under  the  table.  I  said  no  because  I  wa 
someday  to  come  back  to  Taillevent  and  I  am  certain  that  th  l 
do  not  like  it  when  patrons  make  love  under  the  table,  even  aft 
the  other  diners  have  gone  and  though  the  tablecloths  are  ve 
long.  Still  she  kept  insisting,  and  finally  I  had  to  say,  "All  rign 
we're  going."  It  was  four-thirty  anyway,  a  time  when  most  dece: 
people  have  finished  lunch. 

We  walked  the  few  blocks  in  the  cold  rain  to  14  rue  de  Tilsii 
where  Scott  and  Zelda  lived.  There  is  no  plaque  like  the  one  oui 
side  74  rue  du  Cardinal  Lemoine,  where  Hemingway  and  HadW 
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ILLUSTRATIONS  BY  TIM  TOMKINSC 


lived  in  those  years.  That  did  not  seem  right,  since  Scott  moved 
there  the  same  month  he  published  a  very  good  book  called  The 
Great  Gatsby.  But  we  did  not  care  about  that  or  the  cold,  being  very 
happy  from  the  meal  and  the  quantities  of  wine  and  Armagnac. 

We  walked  in  the  rain  down  the  avenue  de  Friedland,  and  I 
stopped  into  a  tabac  opposite  the  statue  of  Balzac  to  buy  a  cigar, 
and  when  I  came  out  not  two  minutes  later,  a  Frenchman  had 
stopped  his  car  and  asked  Peaches  if  she  would  like  to  go  home 
with  him.  In  the  restaurant  she  had  flirted  with  three  elegant 
French  businessmen  in  the  next  booth  when  I  went  to  the  toi- 
lette. They  had  been  looking  at  her  the  whole  meal,  and  I  could 
not  blame  them,  since  Peaches  is  wonderful  to  look  at.  I  was  also 
feeling  sorry  for  the  French  because  Bush  had  just  won  the  elec- 
tion, so  I  smiled  at  them  when  I  came  back  and  took  my  seat  and 
they  smiled  at  me  as  if  to  say,  "You  are  very  lucky,  Monsieur."  In 
fact,  the  maitre  d'  had  said  that  exact  same  thing,  and  not  just  be- 
cause he  was  angling  for  a  big  pourboire. 

But  now  when  I  came  out  of  the  tabac  and  saw  the  French- 
man scurrying  off  in  his  car  and  Peaches  grinning  at  me,  her 


blond  hair  shining  like  gold  leaf  against  the  wet  and  the  dusl 
the  boulevard,  and  her  green  eyes  bright  and  her  cheeks  dimpl 
in  the  way  they  do,  I  took  her  arm  and  resolved  not  to  leave  I 
out  on  any  French  boulevards  untended. 

This  was  how  it  was  for  us  during  our  four-dav  stay  in  Pat 
We  were  not  very  young  and  not  very  poor,  but  we  were  \| 
happy.  You  can  be  happy  in  Paris  if  you  are  poor,  but  it  is| 
Dickens  would  say,  a  far,  far  better  thing  to  have  euros  in  yi 
pockets,  even  thick  wads  of  euros,  because  then  you  can  eai 
Taillevent  and  Caviar  Kaspia  in  the  Place  de  la  Madeleine  and  s 
in  the  Oscar  Wilde  suite  at  L'Hotel  on  the  rue  des  Beaux- Arts  i 
order  Champagne  at  all  hours  while  playing  Anagrams,  which 
did,  to  judge  from  the  bill.  Looking  over  the  bills  and  feeling 
hardness  in  my  liver  and  the  taste  of  cigars  in  mv  mouth,  whic 
cannot  get  rid  of  even  after  brushing  my  teeth  dozens  of  times  w 
strong  American  toothpaste,  I  am  surprised  that  I  remember  ai 
thing  of  our  stay  in  Paris,  but  I  remember  being  very,  very  hap; 

You  do  not  have  to  eat  at  expensive  restaurants  in  Paris.  I 
from  it.  Most  lunches  we  had  jambon-beiirre  sandwiches  a 
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il:  house  red  wine  and  tap  beer.  We  would  sit  outside  under 
j  ushroom-shaped  propane  heater  and  eat  and  drink,  utterly 
olnt  and  thinking  that  the  meal,  which  cost  perhaps  20  euros, 
Hie  best  that  could  be  had  in  Paris.  After,  we  walked  to  the 
w  museum  and  looked  at  the  tapestries  of  the  Lady  and  the 
[prn  that  were  woven  near  the  time  Columbus  landed  in  the 
[■World.  In  one  tapestry  the  Lady  is  stroking  the  Unicorn's 
Bin  a  way  that  must  have  caused  giggling,  or  even  a  serious 
[It  court.  You  had  to  be  careful  in  the  15th  century. 
l|om  there  we  walked  up  the  steep  hill  toward  the  Pantheon, 
na  group  of  drunk  men  who  were  nice  about  our  being 
irican  despite  the  recent  victory  by  Bush,  until  we  came  to 
!|lace  de  la  Contrescarpe,  at  the  foot  of  the  Rue  Mouffetard. 
irangway  and  Hadley  and  their  baby  son,  Mr.  Bumby,  lived  a 
lards  from  here.  We  celebrated  having  found  it  by  having  a 
J:  at  the  little  cafe,  and  I  read  Peaches  one  of  the  most  beau- 
paragraphs  in  the  book: 

.  As  I  ate  the  oysters  with  their  strong  taste  of  the  sea  and 
\eir  faint  metallic  taste  that  the  cold  white  wine  washed 
hay,  leaving  only  the  sea  taste  and  the  succulent  texture,  and 
II  drank  their  cold  liquid from  each  shell  and  washed  it  down 
kith  the  crisp  taste  of  the  wine,  I  lost  the  empty  feeling  and 
tgan  to  be  happy  and  to  make  plans. 

I  made  us  want  to  have  white  wine  and  oysters,  but  that 
d  have  to  wait,  because  now  we  had  to  find  27  rue  de 
-us,  where  Gertrude  Stein  lived  with  Alice  B.  Toklas.  I  did 
/ant  to  do  this  too  precisely,  because  one  of  the  pleasures  of 
is  getting  slightly  lost.  We  ended  up  on  the  street  where 
ame  Curie  worked. 

lemind  me,"  I  said,  "what  she  did  that  was  so  wonderful." 
ladium,"  Peaches  said.  "And  I  can't  believe  you  asked  me 
'  Peaches  is  an  M.D.  and  getting  her  Ph.D.  in  public  health, 
e  was  unimpressed  with  my  ignorance,  but  by  the  time  we 
:  to  the  Jardin  du  Luxembourg,  she  had  forgotten  about  it. 
■e  was  a  vendor  of  hot  chestnuts  by  the  gate,  and  I  wanted  to 
>ome  until  he  blew  his  nose  into  his  hand,  so  we  walked  on. 
lingway  wrote  that  he  would  come  to  the  gardens  to  trap  pi- 
is  for  dinner.  Perhaps  this  is  true,  though  I  have  read  that  he 
not  quite  so  poor  as  he  said  he  was  in  those  days,  since 
ley,  whom  he  would  shortly  dump  for  Pauline,  had  a  com- 
ible  inheritance.  But  it  made  a  better  story  to  write  about 
hungry  and  poor  they  were,  so  I  tried  not  to  dwell  on  this.  I 
ded  instead  to  dwell  on  the  Palais  du  Luxembourg,  where 
mas  Paine  was  imprisoned  during  the  Revolution  and  es- 
d  beheading  because  the  jailer  didn't  see  the  X  on  the  door 
rating  that  he  should  have  his  head  chopped  off.  I  also  dwelt 
le  fact  that  Isadora  Duncan  used  to  come  here  to  dance  early 
ie  morning,  but  this  was  before  she  was  strangled  by  her  scarf 
le  wheel  of  her  car.  Before  we  knew  it,  Peaches  and  I  had 
sed  the  tranquil  park  and  were  standing  in  front  of  27  rue  de 
rus,  residence  of  Gertrude  Stein  and  her  strange  but  sympa- 
ue  companion,  Alice  B.  Toklas,  who  had  a  mustache  and 
Id  sit  with  the  wives  while  the  formidable  Stein  lectured 
lg  writers  on  what  was  wrong  with  their  work.  I  sensed  from 


the  Stein  chapters  that  Hemingway  thought  she  was  grouchy 
and  full  of  it,  but  that  is  just  my  opinion.  I  once  tried  to  read 
Gertrude  Stein  and  gave  up  after  several  hours,  not  having 
understood  a  word,  but  I  may  be  wrong.  At  the  university  I 
attended  you  could  study  her  but  I  didn't. 

We  walked  up  the  rue  d'Assas  past  a  heartbreaking  plaque 
saying  that  a  Jewish  family  had  been  taken  from  here  and  sent  to 
Buchenwald.  There  are  a  depressing  number  of  these  in  Paris.  In 
1962,  de  Gaulle  unveiled  the  moving  Memorial des  Martyrs  de  la 
Deportation  at  the  eastern  tip  of  the  lie  de  la  Cite  near  Notre- 
Dame,  the  monument  to  the  200,000  people,  many  of  them 
Jews,  and  30,000  of  them  Parisians,  who  were  deported  by  the 
Nazis  and  the  Vichy  government.  We  went  there  the  next  day, 
and  when  you  enter  the  cryptlike  enclosure  and  see  the  200,000 
quartz  pebbles  embedded  in  the  wall,  it  is  hard  not  to  be  over- 
come. As  you  exit,  you  see  above  you  the  words:  Pardonne. 

N'OUBLIE  PAS. 


for  113  rue  de  Notre-Dame-des-Champs,  where  Hemingway 
lived  over  a  sawmill,  but  any  trace  of  that  was  long  since  gone. 
Ezra  Pound,  who  ended  up  in  the  same  asylum  where  John 
Hinckley  now  lives,  lived  at  number  70.  He  and  Hemingway 
used  to  box  for  exercise,  but  Hemingway  could  never  teach  him 
how  to  throw  a  left  hook. 

That  night  we  went  to  the  Madeleine  to  hear  Mozart's 
"Requiem."  It  is  a  humbling  space,  the  more  so  because  Saint- 
Saens  used  to  play  the  organ  here  and  Chopin's  Marche  Funebre, 
that  anthem  of  death  familiar  to  any  five-year-old,  debuted  here. 
Josephine  Baker's  funeral  mass  was  held  here  in  1975.  The  sec- 
ond-grandest funeral  in  Paris  ever  accorded  an  American  was 
that  of  Myron  T.  Herrick,  the  American  ambassador  to  France 
at  the  time  of  World  War  I,  and  it  looked  like  the  funeral  of  a 
king.  The  French  do  turn  out  for  a  funeral:  In  1885,  Victor 
Hugo's  funeral  cortege  passed  before  two  million  Parisians.  But 
what  is  truly  impressive  about  the  Madeleine  is  that  it  is  named 
for  a  prostitute.  Peaches,  who  is  a  churchgoing  Episcopalian, 
did  not  appreciate  this  insight  of  mine,  but  then  the  music 
started  and  she  soon  forgot  to  be  cross  with  me.  After  the  con- 
cert we  walked  a  few  feet  to  Caviar  Kaspia  and  sat  in  the  room 
upstairs  with  the  oil  painting  of  the  Russian  boyar  coursing 
through  the  snow  in  his  horse  sleigh  and  ate  Iranian  caviar  on 
blinis  along  with  iced  vodka  and  afterwards  felt  very  poor  but 
still  very  good  inside.  • 
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Some  of  the  besl 
new  watches  tak 
inspiration  fromi 
great  automobil' 
of  the  past  and 
present.  Buckle  I 


^Juperleggera  ("superlight" 
in  Italian)  was  a  type  of 
metal-tube  construction  used 
to  make  mid-century  sports 
cars  speedier.  Chanel  uses 
anodized-aluminum  and 
black  ceramic  to  create  its 
lightweight  J 12  Superleggera 
watch,  $6,100.  Ferrari  290 
Mille  Miglia,  $27.  Opposite: 
Graceful  roadsters  of  the 
1940s  and  '50s,  such 
as  this  Jaguar  XK120,  $31, 
influenced  both  Cartier's 
stainless-steel  Dual  Time 
Zone  XL  Roadster,  $5,450, 
and  Patek  Philippe's  white 
gold  Ref.  6000  Calatrava, 
$17,950.  All  prices  approxi- 
mate; for  details,  see  p.  106. 

BY  ADAM  MCCOLLUM 
PHOTOGRAPHS  BY  RON  REEVES 


p 

\^hopard's  stainless- 
Mille  Miglia  GMT  A  if  a  F 
6C  1750  GS  Chronogra 
$4,675,  pays  homage 
classics  (such  as  this  A 
Romeo  6C  2500,  $50) 
in  Italy's  famous  "Thou 
Mile"  races.  Opposite: 
TAG  Heuer's  stainless-: 
Carrera  Calibre  360 
Automatic  Chronograph 
$7,500,  evokes  the  spe 
a  Formula  1  racer  (like' 
Cooper  Climax  T51,  $27 
stops  time  at  a  hundred 
of  a  second.  Dunhill's 
stainless-steel  Bobby  Fi 
SP30  Chronograph,  $5,; 
on  the  other  hand,  was 
inspired  by  Alfred  Dunh 
cop-spotting  binocularsi 


isic  Maseratis,  like  the 
'57  450S,  $49,  were 
ving  force  behind 
lars  Piguet's  limited- 
i  stainless-steel 
ary  Maserati  watch, 
00.  Opposite:  Zenith's 
hierry  Nataf,  compares 
inium  Grande  Port- 
Open  Concept  Chrono- 
$14,500,  to  the  motor 
a  Lamborghini's  hood. 
i;amed  with  Mercedes- 
o  create  the  titanium 
eur  Chronograph, 
,  0.  Mercedes-Benz  CLS 
1G,  back,  $20,  and 
orghini  Gallardo,  front, 


\\\  model  cars  courtesy 
kinson's  Automobilia. 
I  by  Mark  Grischke. 
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A  Bell/Agusta  AB139  helicopter  is  the  latest  must-have  luxury  access 


By  Taylor  Antrim 


m  <  ^ 


PHOTOGRAPH  BY  MARC  ANTHONY 


When  a  helicopter  takes  off  from  the  pad, 
there's  that  first  lurch,  the  pitch  and  tilt 
of  several  thousand  pounds  of  steel  and 
engine  lifting  into  the  air.  You  could  ex- 
plain the  physics  to  me,  and  I'd  still  call 
the  sensation  wonderfully  strange,  almost 
magical.  Vertical  ascension.  Levitation.  The  happy  experience — 
unique  to  helicopter  travel — of  simply  rising  above  it  all. 

By  "all"  I  really  mean  traffic.  With  a  maximum  range  of  less 
than  500  miles  (and  generally  going  many  fewer),  helicopters  are 
designed  for  short  to  medium-range  trips,  distances  coverable  by 
car.  Your  jet  gets  you  coast  to  coast.  Your  chopper  gets  you  to  the 
office — or  the  beach  house. 

Which  makes  owning  one  a  particularly  satisfying  extra- 
vagance. Helicopter  passengers  know  better  than  anyone  the 


Left,  the 
AB139  in 
flight.  Below. 
inner  space. 


contentment  of  observing  crammed 
freeways  and  deadlocked  bridges  from 
the  air.  Try  it  once,  and  you'll  never  see 
brake  lights  quite  the  same  way  again. 

All  of  this  became  especially  clear  to 
me  on  a  recent  visit  to  Philadelphia,  where  I 
took  one  of  the  hottest  test  rides  in  aviation — a 
spin  in  the  twin-engine  Bell/Agusta  AB139,  the  first 
top-to-bottom  newly  designed  medium-size  helicopter  to  arrive 
on  the  civilian  market  in  more  than  two  decades.  Six  years  in  de- 
velopment and  freshly  approved  by  the  FAA,  this  U.S./Italian- 
built  helicopter  is  equipped  with  state-of-the-art  cockpit 
avionics,  such  as  Honeywell  Primus  Epic  flat-panel  displays, 
and  a  283-cubic-foot  "constant  cross-section"  cabin — a  giant 
rectangle  of  a  space,  the  biggest  in  its  class.  Dress  up  that  cabin 
and  install  all  the  navigational  and  safety  extras  you  want  (like 
weather  radars  and  the  reassuringly  named  Enhanced  Ground 
Proximity  Warning  and  Traffic  Collision  Avoidance  systems), 
and  the  AB139  will  run  you  something  in  the  neighborhood  of 
$9  million. 

Bell/Agusta,  which  designed  the  helicopter  for  government, 
medical  and  offshore  oil  markets  as  well  as  the  individual  VIP 
customer,  has  taken  more  than  120  orders  from  private  European 
and  Middle  Eastern  clients,  the  Irish  Ministry  of  Defence,  the 


United  Arab  Emirates  Air  Force  and  the  Aga  Khan  DcJ 
ment  Fund.  The  helicopter  is  just  arriving  on  the  U.S.  1 
now,  and  there's  already  a  backlog  of  new  orders. 

I'd  heard  about  the  AB139's  power  and  performance  fr. 
chief  helicopter  pilot  for  an  American  insurance  servicei 
pany— more  engine  muscle  than  medium  twin-engine  coJ 
tors  from  Sikorsky  and  Eurocopter,  he'd  said.  "I  can  ass  J 
that  it's  the  best  thing  I've  ever  flown."  That  sounded  good 
wouldn't  be  going  anywhere  near  the  controls.  For  me,  d 
news  was  size.  Standing  16  feet  tall  and  pushing  42  feet  ru 
tail,  the  AB139  dwarfed  the  other  helicopters  sharing  its  H 
And  it  felt  even  bigger  on  the  inside.  The  cabin  win] 
three  to  a  side,  offered  open,  panoramic  views.  After  addi 
provements  such  as  sound-dampening  systems,  silk-bler. 
peting,  reclining  leather  seats,  flat-screen  monitors  aJ 
wood  cabinetry,  there  would  still  be  plenty  of  room  for  five] 
passengers,  plus  luggage  (there's  a  huge  hold  in  the  back). 

The  AB139's  amount  of  cabin  space  and  its  "maxii 
useful  load"  of  6,000  pounds  (the  difference  between] 
and  maximum  takeoff  weight)  are  the  most  exciting  feJ 
for  Rick  Hinkle,  vice  president  of  program  developme 
Keystone  Helicopter,  one  of  Bell/Agustal 
terior  completions  contractors.  Three  toi 
payload  (significantly  more  than  that  of  its  | 
est  competitor,  the  Sikorsky  S-76)  gives  H 
lots  of  margin  to  satisfy  the  whims  of  toi 
helicopter  customer. 

"We  have  had  to  learn  to  rr 
the  materials  customers 
become  accustomed  I 
their  jets,"  says  Hinkle.  j 
means  entertainment 
satellite  communication 
terns,  outside  surveill; 
cameras,  wet  bars  and  p 
seating.  "These  days  a[ 
gets  out  of  his  $35-million- 
Gulfstream  and  he  gets  into 
.5-million  helicopter  and  he  exp 
exacdy  the  same  grade  of  materials  and  wi 
manship  inside."  Hinkle  has  seen  customers  request  "closei 
million"  in  interior  work  alone. 

Such  expense  took  on  a  kind  of  proportion  once  I  wentl 
borne.  From  the  first  turn  of  the  blades  to  that  bracing  lurcl 
the  pad  to  the  moment  we  hit  maximum  cruising  speed,  afc 
190  mph,  high  above  Philadelphia's  traffic  patterns,  I  knew 
was  something  I  could  get  used  to.  When  the  pilot  took  me  1 
engines  wide  open,  racing  only  150  feet  over  the  airport  rum 
owning  an  AB139  seemed  an  irresistible  luxury.  What  sp« 
What  power!  We  swooped  back  up  into  the  cloudless  skyj 
stomach  dropping  a  little— the  pilots  were  having  fun,  show 
what  their  new  toy  could  do.  They  performed  one  last,  care: 
circle  before  returning  me  (quite  literally)  back  to  Earth.  < 


Bell/Agusta  Aerospace  Company,  Fort  Worth,  Texas;  (817)278-% 
www.  bellagusta.  com. 
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The  race  for  the  Charles  Schwab  Cup  continues  in  2005  with  defending  champion 
"f*  Hale  Irwin  looking  to  win  his  third  title  in  five  years.  Tune  in  to  The  Golf  Channel 

ClVlCS  SCHWAB   to  see  who  wiU  win  this  season-long>  points-based  competition  where  the  winner  gets 
a  $1  million  prize,  the  prestigious  cup  and  all-out  bragging  n 


Champions 

TOIJR25 


Craig  Stadler 


Peter  Jacobsen 


Hale  Irwin 
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A  pictorial  life  of  T.E.  Lawrence  |  Baseball's  private  collections  |  An  omnibus  of  arcade  games  |  Guitar  from  Django  to  Met 


LAWRENCE  OF  ARABIA, 

by  Malcolm  Brown;  Thame 
Hudson;  $45 

There  is  probably  no  more 
arresting  a  visual  in  all  of 
cinematic  history  than  the  loi 
shot  of  Peter  O'Toole  astride 
camel  at  dawn  amidst  the  sa 
dunes  in  David  Lean's  1962  movie. 
Something  about  T.E.  Lawrence — who 
stood  only  five-foot-three — lends  itsell 
the  wide  lens.  Malcolm  Brown's  wide- 
screen  book  is  a  splendid  addition  to  t 
sandy  shelf  of  Lawrentiana.  The  best, 
still,  is  Lawrence's  own  stunning  The 
Seven  Pillars  of  Wisdom  (originally 
privately  published  as  The  Revolt  in  th 
Desert).  Before  he  became  famous  for 
believing  in  UFO  abductions,  Harvard 
psychiatrist  John  Mack  won  a  Pulitzer 
his  life  of  Lawrence,  A  Prince  of  Our 
Disorder.  The  best  short  book  remains 
Anthony  Nutting's  Lawrence  of  Arabia. 
But  here  is  a  visual  feast:  Lawrence 
setting  off  on  his  legendary  ride  across 
the  fierce  Nafud  Desert  to  attack  the 
Turks  from  behind  (lucky  Turks);  strikir 
photos  of  the  bedouin  knight  Auda  Abu 
Tayi  (played  to  perfection  by  Anthony 
Quinn  in  the  film);  General  Allenby 
entering  Jerusalem  on  foot;  Lawrence  a 
Churchill  at  the  1919  conference  that 
bequeathed  us  the  modern  Middle 
East  (thanks,  Winston).  Clear  as  these 
photographs  are,  the  man  himself 
remains  inscrutable  and  antipodal:  the 
shameless  self-publicist  who  craved 
anonymity  and  ultimately  enlisted  in  th< 


Thames  &  Hudson 
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as  a  lowly  airman  (roughly  the 
valent  of  General  Patton  becoming  a 
i  swabbie  post-World  War  II);  the 
;rer  of  unimaginable  hardships  who 
ter  life  paid  someone  to  flog  him; 
nan  of  diminutive  stature  who  still 
s  the  longest  shadow  of  them  all. 

—CHRISTOPHER  BUCKLEY 

sessions  of  a  park 
:nue  plastic  surgeon, 

lap  Lesesne,  M.D.;  Gotham;  $26 

The  buzz 
surrounding 
Confessions  of  a 
Park  Avenue 
Plastic  Surgeon 
has  more  to  do 
with  Dr.  Cap 
Lesesne's  much- 
publicized  fling 
with  Katie  Couric 
than  the  secrets 
— 1  of  tummy- 
ting  the  rich  and  famous.  For  readers 
ting  for  salacious  details  about  the 
ir,  be  forewarned:  This  doctor's 
fidentiality  extends  beyond  the  office. 
Confessions  is  full  of  juicy  gossip 
etheless,  reading  like  a  string  of  blind 
ns— from  the  actress  who  gets  a 
wlift  "between  movies"  to  the  royal 
opean  family  that  jets  Lesesne 
in  undisclosed  Middle  Eastern 
lie  for  Botox.  Most  captivating, 
/ever,  are  Lesesne's  general 
ervations  on  the  self-esteem 
iness.  An  entire  chapter 
ledicated  to  the  plastic  surgery 
h  lists  of  the  world's  women. 

0  knew  that  Colombians  like 
big  rears  that  Venezuelan 
Tien  despise?  Or  that 
iwesterners  yearn  for  lipo  the 

1  Texans  do  face-lifts? 
netimes  cosmetic  surgery  has 
ntended  consequences.  After 
lesne  hesitantly  acquiesces 
)ne  Miami  woman's  request 
voluminous  implants  and 
:'s  later  hurt  in  a  Rollerblading 
:ident,  he  can't  forget  her 
ction:  "And  I  would  have 
iken  my  ribs,  too,"  she  said,  "if 
:  for  those  big,  wonderful 
;asts!" 

—STEPHANIE  COOPERMAN 


A  CRACK  IN  THE  EDGE  OF 
THE  WORLD, 

by  Simon  Winchester; 
HarperCollins;  $27 


SIMON 

WINCHESTER 


To  appease  an 
evidently  angry 
God  Almighty  after 
an  earthquake 
decimated  Lisbon 
on  All  Saints'  Day, 
November  1, 1755, 
priests  roamed  the 
city  streets,  hanging 
anybody  who 
appeared  guilty 
of  heresy.  In  San  Francisco  a  century  and 
a  half  later,  the  response  to  catastrophe 
was  somewhat  more  rational.  Buildings 
toppled  and  fires  raged  for  three  days, 
killing  thousands  and  leaving  a  hundred 
times  as  many  homeless.  Yet,  by  1906,  a 
broad  appreciation  of  science  made  the 
Great  Quake  "the  first  seismic  event,"  in 
Simon  Winchester's  judgment,  "to  awaken 
mankind  to  the  realization  that  nature's 
whims  could  perhaps  be  measured, 
perhaps  one  day  anticipated,  then  met 
and  even  overcome."  A  geologist  by 
training  and  an  historian  by  temperament, 
Winchester  is  well  suited  to  writing  books  on 
past  natural  disasters,  from  the  volcanic, 
in  his  bestselling  Krakatoa,  to  the  seismic, 


lthsonra 
SEBALL 
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•  Smithsonian  Books 


in  his  latest  weighty  work.  A  Crack  in  the 
Edge  of  the  World  does  not  seek  merely  to 
provide  another  account  of  what  is  already 
one  of  the  most  chronicled  minutes  in 
history;  Winchester's  book,  spectacularly 
researched  and  soberly  written,  is  also 
a  grand  tour  of  the  world's  tectonic  plates 
and  the  major  seismic  events  through 
the  ages.  If  we  come  away  with  a  greater 
understanding  of  faults  and  fissures,  we 
do  so,  ironically,  less  confident  than  those 
Lisbon  priests  in  our  potential  to  control 
our  environment.  "Earthquakes,  volcanoes, 
tsunamis  are  all  as  inevitable  a  part  of  the 
earth's  story  as  sunrise  and  sunset  are  a 
part  of  the  quotidian  routine,"  Winchester 
sagely  notes.  "The  only  signal  difference 
being  the  rhythm  and  the  pitiless 
irregularity  of  their  occurrence." 

— JONATHON  KEATS 

SMITHSONIAN  BASEBALL, 

by  Stephen  Wong; 
Smithsonian  Books;  $30 

Stephen  Wong  is  executive  director  in  the 
investment  banking  division  at  Goldman 
Sachs  in  Hong  Kong.  But  that's  just  his 
day  job.  His  true  passion  is  collecting 
baseball  memorabilia,  from  old  cards  and 
programs  to  uniforms  worn  by  the  likes  of 
Ted  Williams  and  Joe  DiMaggio.  And  he's 
not  alone  in  his  obsession.  Despite  the 
vastness  of  the  Baseball  Hall  of 
Fame's  holdings— almost  200,000 
items — a  great  many  of  the  game's 
most  important  artifacts  reside  in 
private  collections.  That  realization 
inspired  Wong  to  hire  a  photographer, 
put  banking  aside  for  six  months  and 
crisscross  America  to  visit  21  of  the 
most  important  hoards.  Smithsonian 
Baseball,  the  product  of  that  trip, 
is  essentially  three  books  combined. 
First,  it's  a  coffee-table  ornament 
packed  with  lovely  photographs 
of  sacred  relics  like  a  glove  used  by 
Satchel  Paige  and  a  baseball 
autographed  by  each  of  the  1927 
New  York  Yankees.  Second,  it's  a 
history  of  the  game,  told  through  the 
featured  objects.  And  lastly,  it's  a 
nuts-and-bolts  guide  for  the 
wannabe  collector,  with  chapters  on 
finding,  recognizing  and  buying 
"game-used"  bats,  "game-worn" 
uniforms,  baseball  photography,  folk 
art  and  cards.  —THOMAS  JACKSON 
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LOST:  THE  COMPLETE  FIRST  SEASON; 
Buena  Vista;  $60 


ABC's  award-winning  dramatic  series  Lost  is  Gilligan's 
Island  with  a  dark,  supernatural  twist.  The  first  of  its  25 
episodes  opens  on  a  tropical  beach  littered  with  the  burn- 
ing wreckage  of  a  jumbo  jet.  Inexplicably,  48  people  have 
survived  the  crash.  When  no  rescue  material- 
izes, the  diverse  members  of  the  group,  which 
includes  a  surgeon,  a  grifter,  a  former  officer 
in  Iraq's  Republican  Guard  and  a  box  sales- 
man, must  put  aside  their  differences  to  stay 
alive.  Mysterious,  unseen  predators  roam  the 
jungle;  there  are  even  hints  that  other  people 
are  present.  Each  episode  hones  in  on  one  of 
the  castaways,  hopping  between  flashbacks  of 
their  complicated,  precrash  lives  and  their  struggles  on  the  island. 
The  show's  writers  employ  this  nonlinear  narrative  formula  with 
haunting  effect,  gradually  linking  each  protagonist's  current 
predicament  with  the  dark  secrets  of  their  past,  as  if  fate  had 
brought  them  to  this  terrifying  place.  Even  though  Lost  conforms 
to  the  programming  conventions  of  network  TV — a  cliff-hanger  be- 
fore each  commercial  break,  perfect  makeup  on  every  actress — 
it's  easy  to  forget  you're  watching  a  prime-time  show.  And  yet  it 
doesn't  feel  like  a  movie,  either.  Lost  is  a  new  kind  of  animal,  a 
highly  produced,  tightly  written  drama  with  the  raw  authenticity 
of  a  reality  show.  One  that  seems  designed,  from  the  outset,  with 
spin-offs  in  mind.  Look  for  Lost  the  video  game,  Lostthe  book  se- 
ries and  who  knows,  maybe  even  Lost  the  theme  park.  — TJ 


NAMCO  MUSEUM  50TH  ANNIVERSARY;  Namco;  $20 


TO  KILL  A  MOCKINGBIRD; 

Universal;  $27 

Gregory  Peck  was  a  real-life  Atticus  Final 
At  least  that's  what  the  extras  on  this  nel 
DVD  of  To  Kill  a  Mockingbird  would  hai 
viewers  believe,  and  they're  pretty  col 
vincing.  Peck's  portrayal  of  the  principled  Southern  attorney  a  I 
pointed  to  defend  a  young  black  man  in  a  Depression-era  raf| 
case  remains  film  legend,  but  the  man  himself — as  seen  here 
his  award  speeches;  via  the  reminiscences  of  Mary  Badham,  will 
played  his  daughter,  Scout,  in  the  film;  and  through  a  lovirl 
home  movie  coproduced  by  his  real  daughter,  Cecilia — comes  c| 
every  bit  as  gentle,  thoughtful  and  loving  as  his  cinematic  altll 
ego.  He  had  other  roles,  of  course  —  Ahab  in  Moby-Dick,  smittel 
reporter  Joe  Bradley  in  Roman  Holiday,  Damien's  unfortunall 
adoptive  papa  in  The  Omen — but  Finch  was  the  one  with  whicl 
he  was  always  identified,  and  happily  so.  (At  one  point,  he  anl 
his  daughter  discuss  naming  her  soon-to-be-newborn  Harper! 
Even  stoic  types  who  don't  well  up  at  the  end  of  Mockmgbirl 
might  sniffle  at  the  conclusion  of  the  charming  tribute,  as  we 
to  witness  Peck  do  what  Finch  never  did:  weep,  with  joy. 

—  LORRAINE  CADEMARTOF 

AGATHA  CHRISTIE'S  POIROT; 
Acorn  Media;  $200 


I?*™*  CH., 

U  II  1 


HIGH  SCORE 
94750 


Circa  1982,  a  pocket  full  of  quarters  meant  more  than  a  few  bucks  and 
change.  It  meant  a  trip  to  the  local  arcade,  a  crack  at  the  expert  levels  of 
Ms.  Pac-Man  or  Dig  Dug,  your  initials  made  immortal  on  the  Galaga 
high-score  list.  Alas,  video  games  have  evolved,  and  the  late  and  lamented 

a quarter-operated  arcade  has  given  way  to  the  home  console  with  its 
ever  more  sophisticated,  realistic  and  (some  might  say)  tedious  offerings. 
To  the  '80s  nostalgic,  therefore,  the  multiplatform  Namco  Museum 

a 50th  Anniversary  is  a  happy  trip 
down  memory  lane.  Here  is  a  grand 
collection  of  14  classic  arcade 
games,  each  vintage-perfect 
in  look  and  sound.  Start  with 
the  original  Pac-Man  and  his  more  agile 
and  fast-paced  girlfriend  (changing  mazes! 
galloping  fruit!).  Then  battle  Galaga's 
cascading  insects  or  Dig  Dug's  oddball 
balloon-dudes.  A  few  titles  haven't  aged  well 
(Pole  Position?  Galaxian?  Dull),  but  more 
obscure  games  pick  up  the  slack.  You  may 
have  missed  Mappy,  Dragon  Spirit  and 
Sky  Kid  in  the  '80s,  but  each  is  agreeably 
addictive,  and  with  an  unlimited  supply  of 
quarters,  their  high-score  lists  are  so  totally 
yours  for  the  taking.  —TAYLOR  ANTRIM 


'J 


For  those  who  prefer  their  mysteries  served 
endlessly,  here's  a  stunning  new  DVD  set 
from  Acorn  Media.  It 
""N  contains  36  of  Agatha 
Christie's  most  deli- 
cious Hercule  Poirot 
mysteries,  all  produced 
by  Granada  Television 
in  London  and  starring 
David  Suchet.  Though 
many  great  actors,  from  Albert 
Finney  to  Tony  Randall  and  Peter  Ustinov 
have  played  Poirot,  Suchet's  portrayal  oi 
Christie's  manicured,  mustachioed,  some- 
times inscrutable  Belgian  detective  is  the 
definitive  performance.  Living  in  London  in 
the  glamorous  1920s,  he  is  a  magnet  for 
blackmail,  robbery,  tragic  romance,  corrup- 
tion and  of  course  murder  of  every  fashion. 
His  clients  and  suspects  are  the  creme  de 
la  creme  of  society,  be  they  high-placed 
politicians,  landed  gentry,  porcelain-faced 
damsels  in  distress  or  even  rigidly  loyal  ser- 
vants. Set  in  breathtaking  art  deco  London 
flats,  lush,  baronial  country  houses  or  lav- 
ish seaside  resorts,  there  is,  in  each  story, 
a  shadowy,  sinister  undertow  to  these  ulti- 


mately fashionable,  enviably  privileged 


lives.  — MONIE  TA  TOITIN  UAIM 


NTRODUCING... 


^orbesAutos .  com 

ForbesAutos.com  is  a  new  website  devoted  exclusively  to  luxury  vehicles, 
e  know  what  you  expect  from  a  luxury  vehicle.  Superior  handling.  Engineering  excellence. 
Incomparable  comfort.  Appointments  that  fit  your  personal  style.  Find  the  reviews, 
decision  guides,  photo  galleries  and  dealer  pricing  you  need  to  research 
and  buv  vour  next  luxury  vehicle  at  ForbesAutos.com. 


Visit  ForbesAutos.com 
today  for  a  chance  to 


win  a  400-hp  CadiUac  CTS-F, 
]  valued  at  over  $50,000. 


No  Purchase  Necessary.  Game  ends  December  22, 2005  Must  be  18  years  of  age  or  older  and  legal  resident  ot  the  U.S  to  enter. 
See  Official  Rules  for  details  Void  where  prohibited.  MSRP  of  Grand  Prize  vehicle:  $49,995 


You've  worked  hard  to  earn  that  special  luxury  vehicle 
that  suits  your  passion  for  performance  and  style.  Find  it  at. 

Forbes 


AUTOS 


com 


LUXURY.  PERFORMANCE.  STYLE 
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DUNGEN,  TA  DET  LUGNT; 
Kemado;  $16 

The  title  of  this  throwback 
rock-and-roll  daydream  of 
a  record  means  "take  it  easy" 
in  Swedish,  but  you  don't  really  need 
the  translation.  Every  note  of  24-year-old 
Gustav  Ejstes's  homage  to  1960s-era 
acid-rock  sets  you  at  ease.  Even  his 
lyrics  run  over  you  like  a  warm  bath — 
because,  well,  they're  in  Swedish, 
so  there's  no  time  wasted  trying  to  figure 
out  what  any  of  it  means.  "E  For  Fin 
For  Mig"  starts  with  winsome  strings, 
the  emphatic  strumming  of  an  acoustic 


guitar  and  Ejstes'  harmonized  chanting; 
later,  you're  treated  to  a  reverb 
breakdown  worthy  of  Hendrix.  Tracks 
like  "Festival"  and  "Sluta  Fdlja  Efter" 
are  similarly  diverse,  layering  chiming 
piano,  echo-chamber  saxophones 
and  fluttering  flutes  over  groovy 
melodies.  Last  year,  when  Ta  Det  Lugnt 
was  only  available  as  a  costly  import, 
in-the-know  rock  blogs  touted  it 
as  an  anachronistic  masterpiece.  This 
month,  New  York-based  indie  label 
Kemado  Records  has  finally  brought 
Dungen  to  the  American  masses.  — TA 

THE  BAND,  A  MUSICAL  HISTORY; 
Capitol/EMI:  $90 


The  Band,  the  group 
with  either  the  most 
pretentious  name  in  rock 
history  or  the  most  self- 
effacing  (they  were  first 
famous,  after  all,  as  those 
guys  playing  behind  Bob 


Dylan  on  his  iconoclastic  1965-'66 
tour),  left  a  musical  legacy  that 
stretched  back  into  the  Eisenhower 
years.  By  the  time  the  group,  previously 
known  as  The  Hawks  and  The  Crackers, 
wrapped  it  up  on  Thanksgiving  night 
1976  with  the  concert  immortalized  in 
Martin  Scorsese's  The  Last  Waltz, 
The  Band  had  become  synonymous  with 
a  new  kind  of  American  roots  music. 
These  five  guys — four  Canadians  and  an 
Arkansan — synthesized  their  own  rowdy 
blend  of  country-blues-rockabilly-soul 
that  owed  something  to  Dylan, 
something  to  the  Staple  Singers  (whom 
they  idolized)  and  plenty  to  the  way  their 
eccentric  talents  meshed.  With  Robbie 
Robertson  writing  the  signature  songs 
("The  Night  They  Drove  Old  Dixie 
Down,"  "The  Weight,"  "Stage  Fright," 
"The  Shape  I'm  In"),  keyboardist  Garth 
Hudson  providing  the  improvisational 
musical  mastery  and  Levon  Helm, 
Richard  Manuel  and  Rick  Danko  singing 
the  weaving,  edgy,  often  raw-sounding 
vocals,  The  Band  stepped  out  from 
Dylan's  shadow  to  create  some  of 
the  resounding  anthems  of  their  era. 
This  massive  collection  (111  tracks, 
37  of  them  never  before  released) 
takes  the  boys  from  their  their  days  of 
backing  up  rockabilly  front  man  Ronnie 
Hawkins  straight  through  to  a  last 
version  of  "The  Weight"  with  the 
Staples.  The  set  includes  a  starstruck 
but  informative  108-page  biography  and 
a  DVD  of  concert  clips  that  ends  with 
Saturday  Night  Live  in  1976,  a  heartfelt 
TV  farewell  from  a  band  that  always 
wore  its  emotions  on  its  buckskin- 
fringed  sleeves.  —RICHARD  NALLEY 

PROGRESSIONS:  100  YEARS 
OF  JAZZ  GUITAR; 

Columbia/Legacy;  $50 

The  guitar  was  hardly  a  flashy 
instrument  to  play  in  the  early 
jazz  years:  Solos  were  brief, 
mostly  composed  of  chords, 
and  overshadowed  by  the 
ikes  of  Louis  Armstrong's 
trumpet.  But  in  the  late 
1930s,  Charlie  Christian 
revolutionized  the 
instrument  with  his  single- 


line  showcases  for  Benny  Goodman's 
orchestra,  and  soon  guitarists  became 
regular  bandleaders.  It's  a  rich  cultural 
history,  now  told  musically  in  this 
four-disc  box  set.  Starting  with  Vess 
Ossman's  1906  rag  "St.  Louis  Tickle," 
you  can  clearly  hear  the  seeds  of  swing, 
despite  the  audio  hiss  from  the  Edison 
cylinder  that  recorded  it.  Over  the  next 
five  hours,  the  listener  journeys  from 
big  band  to  bebop  to  jazz-rock.  All  the 
major  names  are  here,  from  Django 
Reinhardt  to  Pat  Metheny,  as  well  as 
cult  geniuses  such  as  free-jazz  funkateei 
James  Blood  Ulmer.  As  with  any  box 
set  this  ambitious,  no  one  listener 
will  be  pleased  with  every  track — the 
stylistic  range  is  just  too  broad.  (Some 
would  argue  that  '70s  and  '80s 
"smooth  jazz,"  dutifully  represented 
here,  was  never  good  for  anybody.) 
Furthermore,  quibble-prone  jazz  fans 
will  inevitably  grouse  over  specific  song 
selections.  But  mere  quibbling  it  is: 
Considering  that  Columbia/Legacy 
leased  rights  from  20  other  labels  to 
compile  all  this  beautiful  music, 
Progressions  is  a  most  worthy  milestone. 

—MATTHEW  REED  BAKER 
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Now  With  Enhanced  Audio  Performance  And  Styling. 


of  them  as  a  reprieve  from  the  world  around  you. 

Ither  it's  the  engine  roar  inside  an  airplane  cabin,  the 
bustle  of  the  city  or  the  distractions  in  the  office, 
Bose  QuietComfort®  2  headphones  help  them 
fade  softly  into  the  background  with  the  flick  of  a 
switch.  You  can  savor  the  delicate 
musical  nuances  without 
disturbing  others.  And 
h  you're  not  listening  to  music, 
:an  slip  into  a  tranquil  haven 
here  you  can  relax  and 
y  peace  and  solitude, 
rly,  these  are  no 
riary  headphones, 
no  exaggeration  to 
hey're  one  of  those 
gs  you  have  to 
rience  to  believe. 


"The  QuietComfort  2  lives  up  to  its 

name...  It's  easy  to  forget  they're  on 
your  head."  That's  what  columnist  Rich 
Warren  says.  To  enjoy  peace  and 
tranquility,  simply  turn  them  on.  To  add  Bose  quality  sound, 
ittach  the  included  audio  cord  and  connect  them  to 
a  home  stereo,  laptop  computer,  portable 
CD/DVD/MP3  player  or  in-flight  audio 
system.  They  also  offer  improved 
styling  and  a  fold-flat  design 
for  easy  storage  in  the  slim 
carrying  case. 


Use  them  as  a 
concert  hall  -  or  a 
sanctuary. 


uce  noise  with  Bose 

inology.   Our  head- 
nes     were  designed 
larily  for  airplane  travelers, 
owners  soon  started  telling 
ow  much  they  enjoy  using 
n  in  other  places  to  reduce  M 
•actions  around  them.  Bose  " 
r  2  headphones  incorporate 
nted  technology  that  electroni 

call  y  identifies  and  dramatically  reduces 
noise,  while  faithfully  preserving  the  music, 
movie  dialogue  or  tranquility  you  desire. 
Technologyreview.com  reports,  "It's  as  if  someone 
behind  your  back  reached  out,  found  the  volume 
control  of  the  world,  and  turned  it  way,  way, 
n."  Perfect  for  listening  to  music,  whether  you're  on  the  go,  at 
le  or  in  the  office. 

anced  audio  makes  these  our  best  sounding  headphones 

r.  When  QC2  headphones  were  first  introduced,  ChlET  said, 

I  sorts  of  music  -  classical,  rock,  jazz  -  sounded  refined  and 
iral."  Travel  &  Leisure  Golf  said,  "Forget  'concertlike'  comparisons; 

II  think  you're  onstage  with  the  band."  With  their  enhanced 
10  performance,  today's  QC2  headphones  are  even  better, 
vering  audio  that's  so  crisp  and  clear,  you  may  find  yourself 
overing  new  subtleties  in  your  music. 


Presenting 
The  Improved 

Bose® 
QuietComfort*  2 
Acoustic 

Noise 
Cancelling" 
Headphones. 


Try  the  QC2  headphones 
for  yourself  risk  free. 

We  don't  expect  you 
to  take  our  word  for 
how  dramatically  these 
headphones  reduce 
noise,  how  clean  and  full 
the  audio  sounds  or  how 
comfortably  they  fit.  Call 
toll  free  to  try  them  for  30  days 
on  your  next  trip,  in  your  home 
Kor  at  the  office  -  satisfaction 
guaranteed.     If    you  aren't 
delighted,  simply  return  them  for 
a  full  refund. 


Call  1-800-301-6526,  ext.  04153  today. 

These  headphones  are  available  directly  from 
Bose  -  the  most  respected  name  in  sound.  So  call 
and  discover  a  very  different  kind  of  headphone  - 
Bose  QuietComfort®  2  Acoustic  Noise  Cancelling  headphones. 


To  order  or  for  a  free  information  kit  call: 

1  -800-301-6526,  ext.  Q4153 

Discover  all  our  innovative  products  at 

www.bose.com/q41 53 


Name  

Address. 
City  


State 


Day  Phone  

E-mail  (Optional) _ 


.  Eve.  Phone _ 


Mail  to:  Bose  Corporation,  Dept.  DMG-Q4I5J. 
The  Mountain,  Framingnam,  MA  0)701-9168 


Better  sound  through  research 


©2005  8ose  Corporation  Patent  rights  issued  and/or  pending  Free  express  shipping  offer  not  to  be  combined  with  any  other  offer  or  applied  to  previous  purchases,  and  subject  lo  change  without  notice  Risk  free  refets.to  30-day  trial  only  and  does 
not  include  return  shipping  Delivery  is  subject  to  product  availability  Quotes  are  reprinted  with  permission:  Simson  Garfinkel,  Technologyreview.com,  7/9/03,  David  Carnoy,  CNET,  5/29/03;  Travel  S  Leisure  Golf.  7/03;  Rich  Warren.  News-Gaiette,  5/19/03 
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A.  TESTONI:  A.  Testoni,  New  York, 
(212) 223-0909 

ALEXIS  BITTAR:  Alexis  Bittar,  New  York, 
(212)  625-8340,  and  select  Saks  Fifth 
Avenue  stores 

BOSS  BLACK:  Hugo  Boss,  New  York  and 
Los  Angeles,  (800)  HUGO  BOSS 

BRIONI:  Brioni  boutiques,  (212)  332-6900 

CHANEL:  Chanel  boutiques, 

(800)  550-0005,  and  select  Neiman 

Marcus  stores 

CHRISTIAN  LOUBOUTIN:  Christian 
Louboutin,  New  York,  (212)  255-1910, 
and  Los  Angeles,  (310)  247-9300 

DOLCE  &  GABBANA:  Dolce  &  Gabbana 
boutiques,  (212)  249-4100; 
jacket  also  at  Bergdorf  Goodman  Men, 
New  York  and  select  Saks  Fifth  Avenue 
stores;  jeans  also  at  AMC  State  Street, 
Chicago,  and  A.  Riccardi,  Boston 

GIORGIO  ARMANI:  Giorgio  Armani 
boutiques,  www.giorgioarmani.com 

HERMES:  Hermes  boutiques, 
(800)  441-4488,  www.hermes.com 

JEWELFEVER:  www.jewelfever.com; 
and  Libaire  and  Friends.  Bellport,  NY 

JUAN  ANTONIO  LOPEZ:  Shoefty,  New 
Orleans,  (504)  896-  8737 

KAREN  KARCH  FOR  PUSH:  Push,  New  York, 
(212) 965-9699 

KENTSHIRE:  Kentshire  at  Bergdorf 
Goodman,  New  York,  (212)  872-8653, 
www.kentshire.com 

LINKS  OF  LONDON:  Links  of  London, 
(800)  210-0079,  www.hnksoflondon.com 

LOLA:  by  special  order  at  Lola,  New  York, 
(212) 279-9093 


LOUIS  VUITTON:  Louis  Vuitton,'(866) 
VTJITTON,  www.vuitton.com 

MARTIN  DINGMAN:  Taylor  Richards  8c 
Conger,  Charlotte,  NC;  Stanley 
Korshak,  Dallas;  and  Thomas  Miller, 
Woodbury,  NY 

OSCAR  DE  LA  RENTA:  Bergdorf  Goodman, 
New  York;  select  Neiman  Marcus 
stores;  and  to  order  at  Saks  Fifth  Avenue 

PANTHERELLA:  The  British  Apparel 
Collection  for  Pantherella, 
(800)  451-3985,  www.britishapparel.com; 
Bergdorf  Goodman  Men,  New  York; 
and  select  Neiman  Marcus  stores 

PRADA:  select  Prada  boutiques, 
(888)  977-1900 

ROBERT  TALB0TT:  Robert  Talbott, 
(800)  747-8778,  www.roberttalbott.com; 
Khaki's,  Carmel,  CA;  and  Baumans  Men's 
Store,  Little  Rock 

ROLAND  MOURET:  Bergdorf  Goodman, 
New  York,  (212)  753-7300,  and  Satine, 
Los  Angeles,  (323)655-2142 

WOLFORD:  Wolford,  (800)  WOLFORD, 
www.wolford.com 

VALENTINO:  Valentino  boutiques, 
(800) 997-0140 

VERA  WANG:  Belk,  Charlotte,  NC, 

and  select  Saks  Fifth  Avenue  and  Neiman 

Marcus  stores 

"FAST  TIMES."  PAGE  90 

A.  DUNHILL  LIMITED:  dunhill,  New  York, 

(800)  776-4053 

AUDEMARS  PIGUET:  Audemars  Piguet, 
New  York,  (888)214-6858 

CARTIER:  Cartier  boutiques, 

(800)  CARTIER,  www.cartier.com 

CHANEL:  select  Chanel  boutiques, 
(800) 550-0005 


COVER  Maggie  Rizer  (IMG  Models),  an 
Hunter  Cross  (Major  Models),  photograph 
by  Michael  Stratton.  Her  fur-trimmed  glen 
plaid  jacket,  $2,798,  and  houndstooth 
skirt,  $1,298,  by  Ralph  Lauren  Collection, 
at  select  Ralph  Lauren  and  Saks  Fifth  Aveni 
stores,  and  Bergdorf  Goodman,  New  York. 
Shoes,  $1,080,  by  Louis  Vuitton,  at  Louis 
Vuitton,  (866)  VUITTON,  www.vuitton.com 
Hosiery,  $45,  by  Wolford,  at  Wolford, 
(800)  Wolford,  www.wolford.com. 
Turquoise-and-diamond  earrings,  $2,470, 
by  Karen  Karch  for  Push,  (212)  965- 
9699.  His  cashmere  top  coat,  $1,995, 
cotton  shirt,  $325,  silk  tie,  $135,  and 
wool  pants,  $495,  by  Ralph  Lauren  Purple 
Label;  shoes,  $1,765,  by  Ralph  Lauren 
Footwear;  at  select  Ralph  Lauren  stores, 
(888)  475-7674,  www.polo.com.  Hair 
by  Roberto  Di  Cuia  for  Bumble  and  bumble 
at  Judy  Casey  Inc.  Makeup  by  Terri 
Apanasewicz  for  cloutieragency.com.  Nails 
by  Maricica  Codita  for  Warren  Tricomi. 

CHOPARD:  Chopard  boutiques, 

(800)  CHOPARD,  www.chopard.com 

IWC:  IWC,  (800)  432-9330, 
www.iwc.com 

PATEK  PHILIPPE:  Patek  Philippe, 
(212)  218-1240,  www.patek.com,  and 
Tiffany  &  Co.,  www.tiffany.com 

TAG  HEUER:  TAG  Heuer, 
(866)  260-0460,  www.tagheuer.com 

WILKINSON'S  AUTOMOBILIA:  Wilkinson' 
Automobilia,  (604)  873-6242, 
www.eautomobilia.com 

ZENITH:  Tourneau  boutiques, 
(866) 597-0595 
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Apparel 

Ravazzolo 
t  www.ravazzolo.com  or  call  our  agent  for  the 
U.S.:  Luciano  Moresco  &  Co.,  Ltd. 

1-212-397-4300 

Zanella  LTD. 

ella  is  the  leader  in  the  market  in  men's  high 
ality  pants.  Zanella  also  offers  sport  and  dress 
shirts,  outerwear  and  sport  jackets.  Zanella 
has  a  complete  ladies  collection  as  well, 
isit  www.zanella.com  or  call  1-800-323-7862 

Automotive 

Aston  Martin  North  America 
Aston  Martin  is  the  world's  most  exclusive 
sports  car  company.  Since  1914  it  has  created 
motoring  legends  culminating  in  today's 
DB7  Vantage  and  VI 2  Vanquish. 
Visit  www.astonmartin.com  or 
call  1-866-NA-Aston 

Bentley  Motors 
Excellent  ride  comfort  and  refinement 
are  combined  with  superlative 
handling  and  road-holding. 
Visit  www.bentleymotors.com 

Cadillac  Motor  Division 
Cadillac:  Break  Through! 
Visit  www.cadillac.com 

Hotels 

iisson  Plaza  Xing  Guo  Hotel  Shanghai 
Radisson  Plaza  Xing  Guo  Hotel  Shanghai  is  a 
i-star  boutique  hotel  situated  within  7  hectares 
of  historic  gardens  in  the  heart  of  the  consular 
district.  The  unique  garden  style  hotel  in 
downtown  Shanghai  provides  a  haven 
for  guests  to  relax  and  enjoy. 
Visit  www.radisson.com/shanghaicn_plaza 
or  call  1-800-333-3333 


Jewelry/Watches 

Chopard 

For  141  years,  Chopard  has  created  exceptional 
timepieces  and  haute  jewelry  in  the  world's  most 
precious  materials. 
Enter  the  "World  of  Chopard"  at 
www.chopard.com  or  1-(800)-CHOPARD 

Realty 

//  Villaggio  Realty,  Inc. 

Exceptional  3/3,  1,746  sq  ft  South  Beach 

Designer  Penthouse  in  the  Setai  with 

breathtaking  ocean  &  city  views  from 

2  open  terraces,  $20,000/month. 

Visit  www.ivrrealty.com  or  call  1-305-673-4808 


Retail 

General  Cigar 

Visit  www.cigarworld.com 


Travel 

British  Airways 

Visit  britishairways.com  or 

call  1-800-AIRWAYS 

Crystal  Cruises 

Discover  for  yourself  why  Crystal  Cruises  has 
been  named  the  "World's  Best  Large  Ship 
Cruise  Line  nine  years  running. 
Visit  http://www.crystalcruises.com  or  for  a 
complimentary  brochure  call  1-866-569-7200 

Restaurants 

Roy's 

Roy's  features  Hawaiian  Fusion  Cuisine  -  the 
freshest  local  ingredients,  European  sauces,  bold 
Asian  spices,  with  a  focus  on  Fresh  Seafood. 
Visit  www.roysrestaurant.com 
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goingplace: 


Q&A 


17-Star 


J 


ean-Georges  Vongerichten's  18  restaurants  include  the 
eponymous  Jean-Georges,  66,  Spice  Market,  Vong, 
Jojo  (all  in  New  York)  and  eateries  from  the  Bahamas  to 
Shanghai.  His  combined  New  York  Times  stars  total  17 — and 
he  is  not  yet  50  years  old.  Vongerichten  grew  up  in  Alsace, 
around  a  kitchen  where  his  mother  and  grandmother  cooked 
for  the  employees  of  the  family  coal  business. 

What's  your first food  memory? 

I  was  probably  three  or  four:  crushed  bananas  with  orange 
juice.  It  was  a  perfect  balance  and  it  stuck  in  my  head 
for  all  my  life.  Lots  of  pork,  cabbage,  potato,  really  one-pot 
meals,  stews.  I  remember  waking  up  every  morning  with 
those  smells  in  the  house.  I  knew  exactly  what  was  cooking. 

And  yet  your  signature  style  is  Asian. 

I  left  France  in  1980,  when  I  was  23,  and  took  a  job  at  the 
Oriental  Hotel  in  Bangkok.  Thailand  really  changed  my 
life.  I'm  from  Alsace;  we  have  parsley.  So  I  wanted  to  see 
where  cinnamon,  cloves  and  pepper  came  from.  I  was  there 
for  two  years.  Then  I  went  to  Singapore  and  Hong  Kong 
and  Japan.  So,  five  years  in  Asia. 

With  18  restaurants,  how  many  nights  a  week  are  you 
in  the  kitchen? 

I'm  doing  about  four  to  six  hours  a  day,  mosdy  at  Jean- 
Georges.  That's  my  therapy.  I  need  that  connection  with 
food.  It  keeps  me  grounded. 


Genera 


What's  it  like  to  be  awarded  your first  three  stars? 
It's  a  huge  moment.  It's  even  more  to  get  four  stars.  Tha 
review  can  be  more  important  than  the  stars.. .  .People  dl 
realize  how  much  time  it  takes  to  put  a  concept  togethei 
With  Spice  Market,  I  did  a  year  of  research,  two  years  oi 
building.  It  takes  225  people  to  run  the  place. 

Do  chefs  lie  awake  at  night  worrying  about  losing  stars? 
Absolutely!  I  have  dreams  at  least  once  a  month. 
My  whole  empire  collapsing.  It's  a  very  fragile  business. 
You're  only  as  good  as  your  last  meal. 

Do  you  ever  eat  a  hamburger? 
I  love  hamburgers.  I  must  have  one  every  month.  I  get  a: 
craving. 

What  wine  would  you  recommend  with  a  hamburger? 
Chateau  Latour. 

They  just  hired  a  new  chef  at  the  White  House.  You  probably 
have  enough  on  your  plate,  but  if  you  had  been  auditioning ft 
the  job,  what  would  you  cook  for  the  First  Family? 
I  would  cook  a  one-pot  meal,  like  I  grew  up  with. 

Where  everybody  is  digging  in  the  same  pot  It  bonds 

everybody  together. 

If  you  were  invited  to  cook  for  the  French  president, 
what  would  you  serve? 

I  would  cook  Thai  food  for  him.  Something  Asian. 
Something  to  wake  him  up  a  little  bit.  • 
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This  is  about  the  investor 
who  uncovered    ,    ^  ~7C~t 

an  extra  $Uj/ji 


by  simply  doing 


Call  for  a  prospectus,  which  includes  investment  objectives,  risks,  charges,  expen: 

©  2005  The  Vanguard  Group,  Inc.  All  rights  reserved.  Vanguard  Marketing  Corporation,  Distributor. 


While  investing  can  never  promise  a  sure  thing, 
it  does  offer  a  few  absolutes.  One  being  that,  if  you  have 
two  funds  and  both  perform  identically  before  expenses, 
the  fund  with  the  lower  expense  ratio  will  ultimately 
return  more  than  the  other. 

Which  is  why  it  pays  to  scrutinize  a  fund's  fees 
and  expenses  up  front. 

For  example,  take  a  fund  with  an  expense  ratio 
of  1.3  percent  versus  one  with  an  expense  ratio  of  just 
0.3  percent.  Applied  to  an  initial  $25,000  investment 
returning  8  percent  before  expenses  and  compounded  over 
20  years,  the  difference  adds  up  to  a  hard-to-overlook 
$19,751  that  could  be  in  your  account. 

If  you'd  like  to  give  away  less  and  keep  more, 
call  us  at  1-800-962-5124,  or  visit  us  at  Vanguard.com.® 
We  can  help.™ 


1-800-962-5124 

www.vanguard.com 


Vanguard 


lie  minutes  to  showtime 
3  /s.  Good  luck. 


Your  potential.  Our  passion. 

Microsoft 


The  TEAM'S  NOT  WORKING  AS  A  TEAM  era  is  over. 


Wcrosoft'  Office  has  evolved.  Have  you?  After  all,  the  way  we  work  has  changed, 
leveryone  gets  busier,  teamwork  gets  harder.  That's  why  the  latest  version  of 
Hcrosoft  Office  allows  easy  access  to  Team  Workspaces.  Now  the  whole  team 
jjp  access  the  same  documents,  schedules,  and  announcements  regardless  of  their 
nation.  It's  a  new  world  where  the  old  barriers  to  teamwork  have  simply  gone  away, 
itime  to  evolve  the  way  you  work.  Discover  how  at  microsoft.com/office/evolve 


We've  got  Office  97.  Should  we  upgrade? 


That's  a  no-brainer. 


Microsoft 


Office 


Its  reserved  Microsoft,  the  Office  logo,  and  "Your  potential.  Our  passion."  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries 


The  Audi  A6. 

Winner  in  the  upper  middle  se 


Success  breeds  success. 

Breeds  success.  Breeds  success. 


Germany  s  auto  motor  and  sport  magazine  conducted  a  2005  readers'  poll  in  which  more 
than  100,000  drivers  voted  for  the  best  cars  in  each  class.  The  ballots  are  in,  and  Audi 
finished  first  in  four  categories.  Four  rings.  Four  winners.  Praise,  indeed,  from  the  world's 
toughest  automotive  critics.  But  you  don't  have  to  take  their  word  for  it.  Stop  by  your 
local  dealer  to  see  the  new,  award-winning  face  of  Audi.  It's  greater  to  lead  than  follow 


•'■'Audi."  "Ne/er;Fol(o<-"A3,"  "A4,"  "A6,"  "A8"  and  the  four  ri 


ngs  emblem  are  registered  trademarks  of  AUDI  AG.  ©2005  Audi  of  Ameri 


ca.  Inc.  European  models  shown. 


Never  Follow  audiusa.com 


idi  A4. 

r  in  the  middle  segment. 


The  Audi  A3. 

Winner  in  the  premium  compact  segment: 


800-Sprint-l  sprint.com/business 


Reinventing  the  Yes-man. 


He's  the  one  who  says  yes  to  the  way  business 
works  today:  in  the  field,  on-site,  outside  the  walls 
of  the  office.  The  sales  force  closer  to  sales. 
The  company  closer  to  customers. 

96%  of  the  Fortune  1000®  already  say  yes  to 
Sprint  Business.  And  now  that  Sprint  and  Nextel 
are  together,  any  size  business  can  benefit  from  the 
most  complete  communications  company. 

Sprint  has  its  own  nationwide  wireless  and 
wireline  networks,  so  you  can  make  just  about  any 
place  a  workplace,  increasing  the  productivity  and 
profit  of  your  business. 

GPS  navigation  for  your  drivers?  Walkie-talkie 
phones  for  your  team?  Secure  wireless  access  to 
your  servers?  One  standard  for  voice  and  data  traffic? 
Yes,  yes,  yes  and  yes. 

No  matter  what  you  want  to  do  or  when  you 
want  to  do  it,  Sprint  Business  has  the  only  answer  a 
Yes-man  or  Yes-woman  wants  to  hear. 


Yes  you  can. 


Together  with  NEXTEL 


iVER  PHOTOGRAPH  BY  JOE  PUGLIESE  FOR  FORBES 
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boy"  broker  Ross  Mandell  is 
back  with  a  flair — pushing  st 
and  courting  politicians. 

By  David  Serchuk 
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Technology 

67   Cheap  Beats  A  $39  amplifier 
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thousands  of  dollars.  Its  make 
were  the  last  to  know. 

By  Daniel  Lyons 
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1  Chicago  Bulls  Great  Bill  Cartwright  Joins 
Forbes.com  Attache.  Your  choice  of 
weather,  sports  scores,  stock  prices, 
news  or  articles  from  your  favorite 
FORBES  writers  and  more,  always 
on  your  desktop — and  for  free. 

E-Mail  Newsletters.  Daily  or  weekly 
collections  of  our  articles  sent  by 
e-mail.  Choose  from  28  categories. 

E-Mail  Alerts.  Sign  up  from  any 
article  on  Forbes.com  to  get 
immediate  e-mail  notification  of 
new  stories  of  interest. 

Business  News  Alerts.  A  desktop 
application  that  alerts  you  when 
business  news  breaks  or  when  we 
publish  new  investment,  lifestyle 
or  video  features. 

Latest  News  &  Analysis 

Get  the  latest  business  news — and 
the  FORBES  perspective  on  it — 
throughout  each  business  day. 

Quotes  &  Research 

Quotes,  charts,  news  and  financial 
data  for  funds,  U.S.  equities  and 
non-U.S.  Forbes  2000  companies. 
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Stock  Focus  and  commentary 
from  35  premium  investment 
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Entrepreneurs 

Making  It 

By  Brett  Nelson 

Of  the  400  people  we  count  as  the  richest  Americans, 
3  out  of  5  are  self-made  entrepreneurs,  with  an  average 
net  worth  of  $2.5  billion.  We  can't  promise  you'll  join 
their  rarefied  ranks,  but  we  can  increase  the  odds.  Our 
new  channel,  Entrepreneurs,  expands  our  small-business 
coverage,  with  advice  and  tools  on  how  to  jump-start  and 
run  a  small  business.  Get  insight  on  raising  capital,  man- 
aging people,  driving  sales,  using  technology,  dealing  with 
the  IRS  and  more.  Go  to  www.forbes.com/entrepreneurs. 
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New  Home  Movies 

By  Albert  Bozzo 

Annalisa  Burgos  interviews  Jim  Ramo,  chief  executive  of 
Movielink,  the  joint  venture  of  Paramount,  Sony,  Univer- 
sal and  Warner  Brothers.  It's  the  first  studio-backed  ser- 
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as  Hollywood  tries  to  pick  up  a  piece  of  the  growing 
video-on-demand  market. 
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By  Sophia  Banay 

To  combat  the  inevitable  airport  hassles,  Forbes.com  has 
compiled  a  guide  to  business  and  leisure  facilities,  lounges 
and  lodging  options  at  the  50  busiest  airports  in  the  U.S. 
and  the  50  busiest  in  the  rest  of  the  world.  We  also  pro- 
vide contact  information  and  airport  maps,  plus  handy 
stats  like  the  average  time  for  a  flight  connection  and  the 
percentage  of  on-time  arrivals  at  each  airport. 
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E  A  MASTER  OF 

HE  UNIVERSE 


When  you're  looking  to  gain  control  over 
your  business  and  personal  lives,  Netjets® 
should  be  right  at  the  top  of  your  list.  Why?  A 
Netjets  fractional  share  puts  your  schedule 

ART  I NG  Wl        HIS  PLAN ET.  in  y°ur  hands  bv y°u  the feed°m 

to  travel  whenever  and  wherever  you  like 
with  as  little  as  four  hours'  notice.  We  can 
make  that  promise  because  ours  is  the 
world's  largest,  most  diverse  fleet  -  over  500 


business  jets  across  14  different  aircraft 


types.  And  since  our  fleet  is  truly  global,  you 


can  rest  assured  knowing  the  service,  pilots 


and  safety  protocols  meet  our  exacting 


standards  anywhere  in  the  world  you  fly. 


Giving  our  Owners  the  control  they  need  to 


master  their  world,  is  just  one  reason  more 


people  choose  Netjets. 


1-877-356-0754    |  www.netjets.com/fb9 


NETJETS 


® 


Leave  nothing  to  chance 


©  2005  Netjets  Inc.   |  Netjets  is  a  Berkshire  Hathaway  company. 
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When  Phil  Mickelson  looks  into  the  mirror,  his  reflection  harks  back  to  the  legends  and  founding  fathers  of  golf.  He 
plays  with  respect  for  the  game:  its  rules,  its  history  and  its  heritage.  But  ultimately,  a  player  is  remembered  for  his 
wins.  Phil  Mickelson's  record  commands  respect  from  anyone  who's  ever  played  the  game.  And  it  is  his  integrity  and 
humility  on  and  off  the  course  that  makes  him  a  champion,  a  gentleman  and  a  true  ambassador  for  the  game  of  golf. 
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Side  Lines 
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Self-inflicted  Wounds  Don't  the  folk 

KPMG  read  the  newspapers?  Read  Janet  Novack's  tale  (see  p. 
of  how  the  accounting  firm  got  into  trouhle  for  its  tax  shel 
and  your  jaw  drops  at  the  timing  of  the  misdeeds.  Ei 
KPMGers  were 
indicted  for  tax 
fraud,  and  the 
case  hangs  not  on 

how  flimsy  the  shel-  O 
ters  were  but  on  some  incriminating 
e-mails  in  which  the  accountants  snickered  about 
misleading  the  IRS.  One  of  the  offending  e-mails  was 
penned  Apr.  19,  2002.  This  was  just  1 1  days  after  Henry 
Blodget  had  been  famously  spitzered.  That  is  to  say,  the 
New  York  attorney  general  had  made  headlines  by  pub- 
lishing e-mails  in  which  the  dot-com  analyst  reflected  pri- 
vately on  the  garbage  being  peddled  to  his  firm's  clients. 

The  cases  are  now  legion  in  which  confidential  e-mails 
are  getting  hung  out  to  dry  like  so  much  dirty  linen.  Execu- 
tives have  been  embarrassed  on  the  witness  stand  (Bill 
Gates),  fired  (Harry  Stonecipher)  and  ordered  off  to  jail 
(Frank  Quattrone)  for  hitting  the  "send"  button  after  typing, 
something  inappropriate  for  public  consumption. 

Not  surprisingly,  a  whole  industry  has  grown  up  around  l 
business  of  encrypting,  filtering,  purging  or  archiving  e-ma; 
What  company  would  archive  what  is  supposed  to  be  for 
recipient's  eyes  only?  The  ones  that  have  thrown  in  the  towel 
trying  to  make  these  ubiquitous  electronic  trails  disappear, 
you  thought  you  had  a  system  for  automatically  deleting  e-ma 
after  30  days,  warns  John  lessen  of  Electronic  Evidence  Discc 
ery,  look  closely  at  your  year-old  backup  tapes.)  Gary  Blooi 
president  of  Symantec,  promotes  archiving  by  citing  the  case 
which  Morgan  Stanley  lost  a  $1.6  billion  verdict  in  part  becau 
it  misplaced  some  e-mails  it  was  supposed  to  turn  over  to  t] 
plaintiff. 

One  company's  legal  headache  is  another's  livelihood. 
Marsh  &  McLennan  subsidiary,  Kroll  Ontrack,  is  in  the  busine 
of  helping  lawyers  find  needles  in  haystacks.  A  recent  assignme 
had  it  helping  a  corporation  respond  to  a  government  antitru 
inquiry  by  sorting  3.5  terabytes  (3.5  trillion  characters)  of  ele 
tronic  documents,  roughly  half  of  them  e-mail,  so  that  an  arm 
of  lawyers,  working  three  shifts  a  day,  450  at  a  time,  could  pro! 
them  for  telltale  words. 

The  irony  in  this  particular  document-sniffing  business 
that  the  current  head  of  Marsh  &  McLennan  owes  his  job,  i 
part,  to  some  embarrassing  e-mails  that  Eliot  Spitzer  turned  u 
during  the  reign  of  his  predecessor. 
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How  fragile  is  your  dream? 
How  solid  is  your  coverage? 


Relax.  You're  insured  with  Chubb. 
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refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued.  Chubb,  Box  1615,  Warren,  NJ  07061 1615. 

©  2004  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


The  Grandda 

Since  their  launch  in  1993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest 
the  highest  market  value  among  the  more  than  140  ETFs  that  exist  today.  Each  Spider  puts  the  str 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  c 
1'800'THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  *Usual  brokerage  commission  s 

The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  endc 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 


ents.  It  all  started  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have 
re  S&P  500  to  work  in  your  portfolio.  That's  500  of  America's  leading  companies  in  every  share, 
are  subject  to  similar  risks.  This  granddaddy's  been  around,  but  can  still  add  some  muscle  to  any  portfolio. 
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Readers  Say 


Third-Class  Delivery? 

Your  readers  may  have  taken  away  some  misleading  impressions  about  our 
independent  contractors  from  "Mutiny  on  the  FedEx  Truck"  (Sept.  19, 
p.  54).  In  more  than  100  rulings  and  judgments  FedEx  Ground's  relationship 
with  our  contractors  has  been  repeatedly  validated.  Yet  by  mentioning  only 
three  exceptions,  your  article  implied  otherwise.  Readers  should  know  that 
the  named  plaintiffs  in  current  cases  represent  just  one  half  of  1%  of  the 
active  owner-operators  contracting  with  FedEx  Ground.  These  operators  are 
similar  to  franchisees.  They  can  buy  and  sell  routes  and  equipment,  and  hire 
or  fire  their  own  employees.  Their  operating  agreement,  which  they  all  freely 
sign,  clearly  identifies  certain  requirements — for  example,  vehicle  mainte- 
nance, uniforms  and  operator  names — which  are  dictated  by  industry  stan- 
dards, state  and  federal  regulations,  and  customer  demands. 

This  does  not  constitute  "control,"  as  alleged  in  these  cases.  These  are 
commonsense  guidelines  and  legal  requirements  that  the  communities  we 
serve  expect  from  us.  Your  story  says  little  about  the  vast  majority  of  FedEx 
Ground  contractors  who  clearly  prefer  building  and  running  their  own  busi- 
nesses, in  some  cases  earning  six-figure  incomes.  Their  initiative  and  indi- 
vidual achievement  is  what's  most  at  risk  here. 

DANIEL  J.  SULLIVAN 
Chief  Executive 
FedEx  Ground 
Moon  Township,  Pa. 


Don't  Show  Me  the  Money 

As  a  college  professor  who  has  taught 
business,  math  and  Web  design,  I 
enjoyed  your  two  stories  on  business 
schools,  "Part  Time  Fever"  (Sept.  5, 
p.  148)  and  "Brain  Drain"  (p.  154). 
But  I  disagree  with  the  way  you  chose 
these  so-called  best  business  schools. 
Your  rankings  are  based  on  how  much 
money  graduates  make  and  how 
much  their  income  offset  their  "col- 
lege investment."  Did  you  consider 
the  quality  of  education  those  grads 


got?  Or  focus  on  how  well  those  grai 
performed  on  the  job?  No.  Instead,  tl 
measurement  you  chose  was  how  mu« 
money  grads  make. 

-  Education  is  never  wasted,  regardle 
of  how  much  you  earn  or  your  status  o 
the  corporate  ladder.  Ranking  schoo 
solely  on  how  much  money  grads  rake  i 
afterwards  in  no  way  speaks  to  how  tai 
ented  those  students  are.  Neither  does 
tell  you  how  well  educated  they  were. 

RON  AUERBAC 
Kent,  Wed 
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Contemplating  payback:  Claudia  Nelson. 


Perfection  was  but  a  starting  point, 
introducing  the  2006  Range  Rover. 
A  4.2-litre,  400-hp  supercharged 
V8  is  a  beacon  of  engineering  and 
capability,  while  a  quieter,  more 
luxurious  cabin  is  perhaps  the  world's 
Finest  refuge.  And  a  perfect  beginning 
leads  to  something  even  greater. 
landroverusa.com 


THE  NEW  RANGE  ROVER 


Hear  A  Posse  Comin'? 

I  believe  "The  Avengers"  (Sept.  19, 
p.  171)  will  prompt  Texas  state  law  en- 
forcement agencies  to  take  action.  Neither 
Texas  nor  the  Department  of  Justice  in 
that  state  has  instituted  any  meaningful 
investigation  of  those  accused  of  securi- 
ties fraud  in  your  story.  It's  encouraging, 
however,  to  see  the  Indiana  State  Securi- 
ties Division  take  aggressive  action 
against  two  of  Dennis  Cope  and  Edgar 
Bias'  key  "brokers."  Such  prosecutions 
will  send  a  loud  and  clear  message  to  fed- 
eral authorities  that  the  pernicious  racke- 
teering activities  of  those  promoting 
prime  bank  guarantee  programs,  espe- 
cially when  religious  faith  is  a  factor,  must 
be  immediately  confronted.  FORBES' 
commitment  to  investigative  reporting 
on  a  subject  of  this  magnitude  is  to  be 
commended. 

DEAN  BROWNING  WEBB 
Vancouver,  Wash. 

Crony  Baloney 

"Come  and  Get  It"  (Sept.  5,  p.  52)  said 
that  part  of  the  "problem"  at  the  Ohio 
Workers  Compensation  Fund  is  the 
fund's  first-in-class  initiative  to  reserve  a 
percentage  of  its  assets  for  investment  by 
"emerging"  money  managers.  These  are 
small  firms  that  have  a  track  record  of 
success  but  don't  yet  have  the  assets  to  go 
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toe-to-toe  with  the  largest  investml 
houses.  Emerging-manager  contracts 
awarded  through  vigorous  public  con 
titions,  not  doled  out  to  friends  i 
make  political  contributions.  Nurtui 
small  business  isn't  a  "problem" — il 
policy.  Across  our  nation,  governm 
agencies  routinely  go  out  of  their  wa 
use  small  businesses,  the  backbone  of 
economy.  Helping  small  business  il 
much  a  part  of  our  national  policy 
strong  defense.  Ohio's  emerging- mod 
manager  initiative  has  been  a  succes 
has  had  nothing  to  do  with  the  "scandJ 
your  story  describes. 

JAMES  E.  NEV 
Chairn 
The  Swarthmore  Gr\ 
West  Chester, 

Noble  Choice 

I  welcome  your  decision  to  inch 
Nobel  Peace  Laureate  Suu  Kyi  Aung  ! 
on  your  list  of  "The  100  Most  Powei 
Women"  (Aug.  15,  p.  46).  She  has  ope 
and  bravely  opposed  the  ruling  milk 
junta  of  Myanmar.  Suu  Kyi  has  been 
prison  and  under  house  arrest  for 
years.  Instead  of  appeasing  the  despi 
of  her  homeland,  she  has  confroni 
them  head-on  and  received  seric] 
physical  and  mental  injuries  as  a  rest 
Suu  Kyi  wields  enormous  power  wh 
under  house  arrest,  a  point  sorely  misj 
by  others  who  prefer  to  enjoy  th 
personal  freedom  at  the  cost  o$ 
nation's  loss  of  it. 

PARVIZ  KHASHAY] 
London,  Engla 

Sino  Language 

In  "China  Fever"  (July  4,  p.  83)  we  incn 
rectly  characterized  the  ease  with  whj 
foreigners  can  invest  in  Chinese  stocl 
We  should  have  stated  that  foreign  ino 
viduals  are  barred  from  directly  buying 
shares,  representing  the  majority  of  CI 
nese  companies.  However,  foreigners  c 
buy  B  shares  through  brokers  licensed 
trade  on  Chinese  exchanges. 
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The  lead  position  must  be  earned. 


Wachovia's  Corporate  and  Investment  Bank  works  closely  with  thousands  of  growing  companies. 
By  providing  innovative  and  practical  solutions  that  help  our  clients  succeed,  we  have  proven 
our  ability  to  lead  deals  and  deliver  results.  Talk  to  us.  We'll  supply  the  muscle  to  get  it  done. 


Over  275  new  lead  relationships  established  in  2OO4 
i20%  growth  in  investment  banking  market  share  since  200i 
Retail  distribution  capabilities  of  the  3rd  largest  brokerage  firm 
Balance  sheet  strength  of  the  4th  largest  financial  institution 


W\CHOVIA 

Securities 

Uncommon  Wisdom 


Investment  Banking  ■  Corporate  Banking  ■  Equity  ■  Fixed  Income 


Wachovia  Securities  is  the  trade  name  for  Are  corporate  and  investment  banking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC  ("WCM" j.  member  NYSE.  NASD.  SIPC. 
2005  Wachovia  Corporation 


ict  and  Comment 

Steve  Forbes,  Editor-in-Chief 

kh  all  thy  getting  get  understanding' 


Let  the  People  Do  It 


HINGTON  IS  APPROPRIATING  TENS  OF  BILLIONS  OF  DOLLARS 
:build  New  Orleans  and  the  devastated  Gulf  Coast  region, 
one  measure  that  would  cost  little  and  quickly  spur  an 
iring  revival  of  this  impacted  area  would  be  making  the 
m  a  true  free-enterprise  zone. 

Residents  and  local  businesses  would  be  free  from  both  fed- 
and  state  capital  gains  levies.  Parents  would  have  genuine 
iol  choice:  If  they  wanted  to  move  their  children  to  another 
>ol,  they'd  get  a  voucher  or  coupon  equivalent  to  the 
iunt  spent  per  pupil  in  their  current  school.  Pre-Katrina 
>erty  tax  rates  would  be  slashed.  Give  people  who  currently 


live  in  the  region  or  who  move  to  it  an  income  tax  holiday:  no 
taxes  owed  to  Uncle  Sam  or  state  capitals  for,  say,  ten  years. 

With  those  kinds  of  incentives  small  businesses  would  flour- 
ish— a  handful  might  even  become  tomorrow's  Microsoft  or 
Intel  or  Apple  or  Oracle.  Job  opportunities  would  proliferate.  So 
would  good  schools.  People  would  gladly  migrate  to  the  region 
and  build  anew.  Critics  may  cry  that  all  this  would  give  the  area 
an  unfair  advantage  vis-a-vis  the  rest  of  the  country.  Precisely. 
Which  would  lead  to  another  constructive  move — making  the 
entire  country  a  true  free-enterprise  zone.  America  would  pros- 
per as  never  before. 


Dutch  Treat 


THANK  GOODNESS  WE  HAVE  ACCEPTED  THE  NETHERLANDS' 
offer  to  send  experts  on  levees  and  levee  reconstruction.  That 
country  has  an  extraordinarily  sophisticated  system  of  dikes 
and  floodgates. 

The  Netherlands  underwent  a  Katrina-like  disaster  in 
1953.  Like  New  Orleans,  much  of  Holland  lies  below  sea 
level.  The  dikes  broke,  and  1,800  people  lost  their  lives.  Hol- 
land put  in  a  three-tier  system  of  levees,  and  its  North  Sea 
floodgates  are  considered  a  marvel  of  modern  ingenuity. 

So  let's  take  seriously  the  advice  of  these  experts  on  how 
to  protect  New  Orleans  in  the  future  and  which  parts  of  the 
city  should  be  rebuilt  and  which  left  unrestored. 


All  too  belatedly  we  will  learn  the  valuable  lessons 
that  Holland  did  from  its  horrific  1953  floods. 


Energetic  Response 


•  OF  THE  KATRINA  DISASTER  MIGHT  COME— FINALLY— A 
wed  sense  of  seriousness  concerning  energy. 
I  refineries.  There  hasn't  been  a  new  one  built  in  the  U.S.  in 
ly  30  years.  Yes,  the  petroleum  industry  has  been  remarkably 
tive  in  increasing  output  from  existing  plants,  but  new  ones 
needed.  The  President  should  push  for  legislation  to  clear 
acles,  particularly  delay-it-to-death  environmental  lawsuits 
regulations.  The  Environmental  Protection  Agency,  for 
ince,  has  an  array  of  rules  that  force  refineries  to  produce  a 
sty  of  gasolines  to  meet  regional  environmental  standards, 
icially  during  the  summer.  Their  effectiveness  is  debatable; 
ract  that  they  increase  gasoline  costs  and  reduce  gasoline  out- 
is  not.  Most  of  these  regulations  were  suspended  temporar- 
fter  Hurricane  Katrina.  Why  not  scrap  them  altogether? 
mgress  should  allow  oil  exploration  in  a  small  part  of 
ika's  Arctic  National  Wildlife  Refuge  (ANWR).  In  essence 
e  talking  about  a  handful  of  acres  here,  the  equivalent  of  a 
ir  cube  in  New  York  City.  And  we're  not  talking  about 


sweeping,  awe-inspiring  forests:  This  region  is  bleak,  even  in 
summertime.  Moreover,  the  oil  industry  has  again  and  again 
proven  its  ability  to  drill  in  and  then  restore  impacted  terrain. 
•  Congress  should  also  permit  exploration  and  drilling  in  the 
Outer  Continental  Shelf  (OCS),  including  areas  off  the  shores  of 
Florida  and  California.  Some  85%  of  these  waters  are  off-limits. 
Thankfully,  drilling  technology  and  practices  have  improved  sub- 
stantially in  the  last  30  years,  sharply  reducing  the  possibility  of 
spills.  Experience  has  demonstrated  that  even  when  spills  do  occur, 
the  affected  areas  recover  rapidly.  The  amounts  of  offshore  oil  and 
natural  gas  are  stupendous.  If  these  reserves  were  developed,  our 
dependence  on  overseas  energy  sources  would  considerably  lessen. 

President  Bush  could  help  to  once  and  for  all  pop  the  oil- 
price  bubble  by  selling  oil  from  the  Strategic  Petroleum  Reserve 
on  a  more  regular  basis.  Before  the  devastation  wrought  by  Hur- 
ricane Katrina,  speculators  knew  that  Uncle  Sam  was  a  buyer  of 
last  resort.  There  is  no  fundamental  reason  that  petroleum  prices 
should  be  almost  three  times  the  level  they  were  three  years  ago. 
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Fact  and  Comment 


Modern  Rotten  Boroughs 


I  r  \  \W 


CALIFORNIA  ENTREPRENEUR  BILL  MUNDELL— FOUNDER  AND 
CEO  of  Vidyah,  a  leading  private  educational  organization — is 
spearheading  a  citizens'  effort  to  attack  one  of  the  major  corrupters 
of  American  politics  today:  gerrymandering. 
Thanks  to  high  tech,  politicians  can  now 
establish  district  lines  that  effectively  make 
elections  for  state  legislatures  and  for  the 
House  of  Representatives  uncompetitive. 

In  California  last  November  not  one 
incumbent  was  defeated  in  elections  for  the 
state  legislature  or  Congress.  Not  one  of  the 
153  seats  up  for  grabs — 53  congressional  seats 
and  100  in  the  state  legislature — changed 
party  hands.  As  has  often  been  observed,  the 
U.S.  is  becoming  a  democracy  in  which  the  politicians  choose  the 
voters  rather  than  the  other  way  around.  Aside  from  a  handful  of 
notable  exceptions  such  as  Iowa,  states  more  or  less  follow  Cali- 
fornia's Soviet-style  approach  to  drawing  voting  district  lines. 

Mundell  chairs  Californians  for  Fair  Redistricting,  which  is 
pushing  for  passage  this  November  of  Proposition  77,  the  Voter 
Empowerment  Act.  The  initiative  would  establish  a  nonpartisan 


Reformer  Mundell  may  bust  professional 
pols'  monopoly  grip  on  political  power. 


panel  of  judges  to  draw  competitive  and  compact  district  lq 
No  longer  would  boundaries  resemble  a  Jackson  Pollock  pa: 
ing.  Competition  would  be  restored — and  with  it  infinii 
greater  accountability. 

You'd  think  that  with  more  and  more  ] 
ensconced  in  safe  districts,  they'd  act  more 
sponsibly.  Quite  the  opposite — special  in 
ests  have  gained  more  influence,  and  spend 
has  reached  irresponsible  proportions.  G 
rymandering  is  one  reason  California  poll 
has  become  so  dysfunctional.  Needed  refo 
are  dead-on-arrival  in  the  state  legislatu: 
It's  no  wonder  that  Proposition  7 
despised  by  most  Golden  State  politic 
California  State  Attorney  General  Bill  Lockyer  tried  throw 
Proposition  77  off  the  ballot  on  minor  technicalities.  For 
nately  the  state  Supreme  Court  blocked  Lockyer's  insidiou 
cynical  maneuver,  and  Proposition  77  is  back  on  the  ballot. 

If  successful,  this  initiative  will  set  an  inspiring  precedent 
similar  redistricting  reform  efforts  in  the  rest  of  the  country.  A 
Mundell  will  rightly  become  a  political  force  to  be  reckoned  wi 


Selling  the  Brooklyn  Bridge 


BRIDGECLIMB,  AN  AUSTRALIAN  COMPANY  AT 
the  base  of  the  Sydney  Harbour  Bridge, 
does  a  brisk  business  selling  so-called  bridge 
climbs  (see  Digital  Rules,  p.  37).  New  York 
City  should  set  up  a  similar  operation  at  the 
Brooklyn  Bridge.  Enterprising  souls  are 
willing  to  do  it,  including  those  who  cur- 
rently run  the  Sydney  concern.  Former  New 
York  City  Mayor  Rudolph  Giuliani  wanted 
the  city  to  do  just  that  several  years  ago,  but 
Big  Apple  government  lawyers  howled  that 
the  city  would  lose  money  from  the  liability 
suits  brought  not  by  the  bereaved  families 
of  those  who  accidentally  spill  into  the  river  below  (as  Rich  Karl- 
gaard  points  out,  the  Aussies  do  everything  they  can  to  make  the 
jaunt  safe,  including  cabling  climbers  to  the  bridge  itself)  but  by 
people  who  stub  their  toes  and  bang  their  knees,  etc. 


New  Yorkers  and  tourists  would  love  the 
high  from  traversing  this  most  famous  bridge. 


Still,  the  idea  is  a  great  one.  I  climbed  t 
Sydney  Harbour  Bridge,  and  it's  a  captivi 
ing  thrill.  Mayor  Bloomberg  should  mak» 
Brooklyn  Bridge  climb  part  of  his  reelecti* 
platform.  It  would  win  votes,  and  the  ina 
guration  of  such  a  climb  would  be  a  gre 
way  to  kick  off  his  second  term.  New  Yon 
ers  would  probably  take  to  the  bridge  exp 
rience  even  more  than  Sydney-siders  hav 
What  about  those  possible  liabilii 
suits?  Would-be  Brooklyn  Bridge  climbe 
should  have  to  sit  through  a  safety  lectui 
and  sign  multiple  pieces  of  paper  acknowi 
edging  that  this  trek  is  no  cakewalk.  Of  course,  a  plethora  of  lav 
suits  could,  in  a  perverse  way,  do  some  good:  Such  suits  mig 
push  the  normally  nonsensical  City  Council  or  the  N.Y.  Sta 
legislature  to  enact  a  wee  bit  of  tort  reform. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Circus- 132  East  61st  St.  (Tel.:  212-223-2965).  This  popular 
Brazilian  eatery  has  relocated,  and  the  food  and  space  are  better 
than  ever.  Delicious  feijoada,  churrasco  and  vegetarian  stew.  Cir- 
cus is  casual,  yet  glamorous  in  its  way — and  moderately  priced. 

•  La  Masseria-235  West  48th  St.  (Tel.:  212-582-21 1 1).  A  very 
good  restaurant  serving  Italian  fare  in  the  heart  of  the  theater  dis- 
trict. Favorites:  fritto  misto,  bianca  salad  (all  white:  Parmesan, 
endive,  artichoke  slivers  and  fennel)  and  tagliolini  with  lobster. 


Bond  Street— 6  Bond  St.,  between  Broadway  and  Lafayette 
St.  (Tel.:  212-777-2500).  Hip  Village  Japanese  restaurant  that 
does  a  delectable  job  with  sushi,  as  well  as  with  its  non-Asian- 
fare  offerings.  The  soft-shell  crab  roll,  thinly  sliced;  the  melt- 
in-the- mouth  sweet,  fresh  shrimp;  and  the  chef  s  choice  platter 
are  excellent.  The  superb  starter  of  braised  short  ribs,  with  a 
mist  of  sake  marinade,  is  tender  enough  to  eat  with  chopsticks. 
A  taste  treat  you  will  long  remember. 
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What  do  you  want?  Get  it  with  The  Power  of  the  Pyramid." 

Why  let  someone  else  decide  who  benefits  from  your  success?  The  companies  of  Transamerica  offer 
tailor-made  solutions  to  help  make  your  wishes  a  reality.  Insurance,  investments,  and  retirement  plans 
designed  with  one  thing  in  mind — helping  you  get  what  you  want.  Even  self  satisfaction. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 
www.transamerica.com 


Transamerica 

The  Power  of  the  Pyramid 


SM 


l  1  i  ■        ■      ■  ■  . 

ijnce  products  underwritten  by  Transamerica  Occidental  Life  Insurance  Company  and  its  affiliates  outside  New  York.  Not  available  in  all  states.  In  New  York, 
fence  products  underwritten  by  Transamerica  Financial  Life  Insurance  Company,  Purchase,  NY.  Transamerica  companies  are  members  of  the  AEGON  Group. 


Other  Comments 


In  necessary  things,  unity;  in  disputed  things,  liberty;  in  all  things,  charity. 

—VARIOUSLY  ASCRIBED 


Nothing  Like  Before  Hurricane  Katrina  has  given  us 
an  amazing  chance  to  do  something  serious  about  urban 
poverty.  That's  because  Katrina  was  a  natural  disaster  that  inter- 
rupted a  social  disaster.  It  separated  tens  of  thousands  of  poor 
people  from  the  run-down,  isolated  neighborhoods  in  which 
they  were  trapped.  It  disrupted  the  patterns  that  have  led  one 
generation  to  follow  another  into  poverty.  It  has  created  as  close 
to  a  blank  slate  as  we  get  in  human  affairs,  and  given  us  a  chance 
to  rebuild  a  city  that  wasn't  working.  We  need  to  be  realistic 
about  how  much  we  can  actually  change  human  behavior,  but  it 
would  be  a  double  tragedy  if  we  didn't  take  advantage  of  these 
unique  circumstances  to  do  something  that  could  serve  as  a  spur 
to  antipoverty  programs  nationwide.  The  first  rule  of  the 
rebuilding  effort  should  be:  Nothing  Like  Before. 

—DAVID  BROOKS,  New  York  Times 

Energizing  Energy  Policy  Ronald  Reagan's  first 

Executive  Order  upon  taking  office  in  1981  was  the  immediate 
repeal  of  all  Nixon-Ford-Carter-era  price  controls  on  oil  and 
natural  gas.  The  windfall  profits  tax  was  eliminated  on  domestic 
producers.  Subsidies  for  alternative  fuel  boondoggles,  including 
the  infamous  Synthetic  Fuels  Corporation,  were  ended.  This 
revival  of  free-market  energy  policy  resulted  in  exactly  what  we 
need  today:  a  boom  in  production  and  exploration  that  led  to  a 
20-year  decline  in  prices  to  less  than  half  their  peak  levels. 

In  fact  the  world's  known  oil  reserves  have  doubled  since  1980, 
as  technology  has  improved  to  discover  and  extract  more  of  it.  Oil 
prices  are  high  now  because  of  a  combination  of  rising  new  demand 
around  the  world  (notably  China  and  India)  as  well  as  worries 
about  temporary  supply  disruptions  in  the  Middle  East,  Nigeria  and 
Venezuela.  They  are  not  high  because  of  fear  that  reserves  are  run- 
ning out.  If  prices  stay  high,  new  oil  sources  will  become  economic, 
including  from  Canada's  abundant  tar  sands.  Despite  temporary 
price  spikes,  oil,  natural  gas,  coal  and  electricity  are  all  cheaper 
today  as  a  share  of  our  national  income  than  50  and  100  years  ago. 

— Wall  Street  Journal 


"I  know  it's  unconventional,  but  there's  only 
so  much  homework  one  dog  can  eat." 


Politicians''  Fiefs  The  California  Legislature  has  provJ 
that  neither  Democrats  nor  Republicans  in  Sacramento  can  hi 
trusted  to  draw  districts  that  are  fair  to  people  and  communities.  I) 
2001  redistricting  took  place  with  complete  disregard  for  geograph) 
boundaries  and  communities  of  interest  and,  instead,  was  specif) 
cally  drawn  to  protect  the  seats  of  incumbents  from  both  parties 

The  Voter  Empowerment  Act  will  put  redistricting  into  th 
hands  of  a  panel  of  bipartisan  retired  judges  who  will  bi 
required  to  draw  the  districts  according  to  community  bound 
aries,  as  required  by  our  1 50-year-old  state  constitution.  Oppo 
nents  of  immediate  reform  argue  that  redistricting  should  wai 
for  the  next  census.  Three  times  between  1997  and  1998,  th 
U.S.  Supreme  Court  ruled  that  mid-decade  redistricting  wa) 
allowable.  The  Supreme  Court  also  ruled  that  the  use  of  existinj 
census  data  from  seven  to  eight  years  earlier  was  acceptable. 

This  is  unquestionably  an  initiative  of  the  people  and  not  oj 
the  politicians,  nor  of  the  special  interests  who  control  them.  Ai) 
honest  redistricting  system  will  give  us  the  chance  to  overcomj 
the  undemocratic  and  detrimental  effects  of  big-money  special 
interests  and  safe-district  ideologues. 

— BILL  MUNDELL,  chairman,  Californians  for  Faii 
Redistricting,  and  RONALD  E.  GRIESON,  emeritus  professoi 
University  of  California,  Santa  Cruz,  Press-Enterpris 

Heard  on  the  Street  It  doesn't  matter  who  you  vou 
for,  the  government  always  gets  in. 

— Graffito  in  London.  19704 

Too  Far,  or  Not  Enough?  Not  long  ago  Lt.  Col.  Erilj 

Kurilla,  an  authentic  American  hero,  was  shot  three  times  anc 
wounded  in  Mosul,  Iraq,  as  he  led  his  men  into  a  terrorist 
enclave.  The  jihadist  who  shot  him  survived  and  was  given 
first-rate  American  medical  care  for  his  wounds.  It  turns  out  thfl 
terrorist  was  captured  earlier  in  December  2004,  on  suspicion  oi 
being  involved  in  a  deadly  suicide  attack  on  an  American  base] 
Then  he  was  turned  over  to  the  Iraqis,  sent  to  the  notorious 
Abu  Ghraib  jail  and  released.  Once  free,  he  returned  to  killing 
Americans  and  his  rendezvous  with  Col.  Kurilla.  For  bickering 
Americans  back  home,  Abu  Ghraib  is  a  "Stalag,"  but  for  the  ter- 
rorists it's  apparently  a  rest  stop  before  resuming  their  hunt  for 
Americans.  This  recent  incident  once  more  reflects  how  confused) 
we  are  in  the  West  over  the  proper  way  to  obtain  the  needed  ends.) 
While  we  worry  we  have  gone  too  far  in  our  harshness,  our  ene-| 
mies  are  convinced  our  softness  has  us  too  far  gone  to  win  this  war.) 
—VICTOR  DAVIS  HANSON,  Hoover  Institution,  Washington  Thnes\ 

Solemn  Choices  There  are  two  things  which  will  always) 
be  very  difficult  for  a  democratic  nation:  to  start  a  war  and  to  end  it  I 
— ALEXIS  DE  TOCQUEVILLE,  Democracy  in  America  Fl 
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Global  companies  have  teams  everywhere. 
To  help  them  share  ideas,  Xerox  multifunction  systems 
and  software  put  everyone  on  the  same  playing  field. 
There's  a  new  way  to  look  at  it. 


ning  a  global  company  requires  secure  worldwide 
^nation  sharing.  Luckily,  Xerox  has  a  solution  for 
yone  on  your  team.  Using  Xerox  multifunction 
;ms  and  Xerox  DocuShare®  software,  documents 
be  securely  scanned  to  the  Web.  This  way  people 
ughout  your  global  network  can  share  them.  This 


keeps  documents  current,  can  eliminate  warehousing 
needs  by  70%  and  can  reduce  order  fulfillment  time  by 
80%.  Whatever  Xerox  WorkCentre®  multifunction  system 
you  choose,  you'll  reduce  costs  by  printing,  copying, 
scanning  and  faxing  from  one  convenient  network  device. 
Now  that's  a  game  plan.  To  learn  more,  contact  us  today. 
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why  "i"?  adidas  knows  why. 

Paul  Leone,  CIO  of  adidas-Salomon  Canada,  chose  the  IBM  eServer™  iSeries™ 
system  for  its  legendary  reliability.  He  depends  on  it  (with  Magic  Software's  iBOLT) 
to  help  run  his  entire  supply  chain.  After  consolidating  multiple  Intel  processor-based 
servers  onto  an  iSeries  system,  orders  are  fully  automated,  customers  get  exactly 
what  they  want  and  adidas-Salomon  gets  what  it  wants- a  competitive  edge  and 
lower  costs.  Why  "i"?  Learn  why  at  ibm.com/eserver/whyi/simplify 
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Do  you  believe  in  love  at  first  touch? 

urrent  Events 


Caspar  W.  Weinberger,  Chairman 


An  Energy  Bill— At  Last 


JROUGHOUT  HIS  FIRST  TERM  AND  FOR  HALF  THE  FIRST  YEAR 
ihis  second,  President  Bush  besieged,  pleaded  with  and  liter- 
y  begged  Congress  for  a  comprehensive  energy  bill.  His  pre- 
icessors  had  also  spent  years  asking  for  an  energy  bill  that 
ould  encourage  the  use  of  domestically  available  energy 
tarces,  as  well  as  the  development  of  new  cleaner  sources  that 
»uld  lessen  our  dependence  on  unreliable  foreign  ones. 
|  In  July  Congress  finally  passed  the  Energy  Policy  Act  of  2005, 
p  same  week  it  passed  a  highway  bill  that  was  nearly  as  contro- 
rsial.  (There's  nothing  like  an  approaching  election  to  spur  leg- 
itive  progress.)  The  energy  bill  the  President  signed  into  law 
g.  8  contains  at  least  the  average  number  of  "compromises" 
ad:  the  Administration's  giving  up  programs  it  really  wanted 
d  needed,  such  as  oil  drilling  in  the  Arctic  National  Wildlife 
fuge  and  obtaining  higher  fuel-efficiency  standards  in  cars  and 
lcks).  But  that  aside,  the  Administration  did  score  major  goals: 
\  new  form  of  federal  risk  insurance  to  encourage  the  con- 
uction  and  licensing  of  new  nuclear  power  plants. 
Funds  to  promote  hydrogen-fuel-cell  technology  and  the 
inch  of  a  state-of-the-art  program  to  develop  hydrogen-fuel- 

I  cars  able  to  compete  in  the  marketplace  by  2020;  $200  mil- 
n  for  the  Clean  Cities  program,  which  will  provide  grants  to 
te  and  local  governments  to  acquire  alternative-fuel  vehicles; 
[  credits  for  consumers  who  buy  fuel-efficient  hybrid  or  clean- 
ed cars  and  trucks. 

New  tax  incentives  to  promote  clean-coal  technology;  the 
tension  of  existing  tax  credits  for  energy  produced  from 
lewable  resources,  such  as  wind,  biomass  and  landfill  gas,  as 

II  as  new  incentives  to  promote  clean,  renewable  geothermal 
ergy;  and  a  new  tax  credit  for  residential  solar  energy  systems, 
together  $14.6  billion  in  federal  funds  will  be  used  to  encour- 
e  the  use  of  new,  alternative  and  renewable  resources. 

There  are  a  raft  of  other  things  in  the  bill,  such  as  modernizing 
d  increasing  the  reliability  of  our  power  grids  and  mstituting  the 
brm  of  transmission-siting  rules  for  power  lines.  The  bill — to  pla- 
te legislators  from  farm  states — establishes  a  renewable  fuels  stan- 
rd  that  will  add  7.5  billion  gallons  of  ethanol  (made  from  corn) 
d  other  renewable-based  fuel  to  the  nation's  supply  of  gasoline  by 
12.  In  1990  Congress  mandated  the  use  of  oxygenates:  Fuelmak- 
;  could  choose  MTBE  or  ethanol  (more  expensive  and  at  the  time 
»t  produced  in  large  quantities).  MTBE  has  since  been  found  to 
ntaminate  drinking  water.  The  bill  provides  for  an  innovative  pro- 
am  (in  partnership  with  some  countries  in  the  Pacific  Rim)  that 
courages  the  biggest  new  energy  consumers,  China  and  India,  to 
e  clean,  modern  and  efficient  energy  technologies  and  helps  wean 
em  from  their  heavy  dependence  on  fossil  fuels — of  vital  impor- 
ice  as  their  energy  demands  grow.  And  in  an  attempt  to  meet  the 


demands  that  these  two  giants'  growth  will  put  on  existing  oil  sup- 
plies, the  bill  seeks  a  new  inventory  of  oil  and  gas  resources  on  the 
Outer  Continental  Shelf.  This  provoked  arguments  on  both  sides  of 
the  aisle:  Florida  and  North  Carolina  say  it  will  only  encourage  pres- 
sure for  more  U.S.  drilling;  others  say  it  will  help  identify  energy 
sources  before  those  two  countries  are  consuming  supplies  full  bore. 

Critics  Carp 

In  typical  fashion  critics  jumped  into  the  fray,  claiming  the  bill 
won't  reduce  oil  prices;  it  requires  too  many  (or  not  enough) 
subsidies;  and  it  makes  too  many  (or  not  enough)  attempts  to 
reduce  consumption.  A  perfect  illustration  of  why  it  took  so 
long  to  get  a  comprehensive  bill. 

There  are  several  particularly  contentious  sections  in  this  bill. 
One  is  the  provision  for  an  increase  in  domestic  gas  and  oil  explo- 
ration in  nonpark  federal  lands.  Another  is  the  provision  to  make 
it  easier  to  build  new  liquefied  natural  gas  (LNG)  terminals  and 
refineries.  The  bill  gives  local  governments  more  power  in  deciding 
whether  to  permit  LNG  plants  to  be  built  on  or  near  any  proposed 
locations  by  requiring  forums  to  be  held  at  those  locations.  Oppo- 
nents say  this  is  just  a  taxpayer-financed  way  of  drumming  up  sup- 
port for  a  fuel  that  would  increase  our  reliance  on  foreign  energy 
and  put  coastal  areas  at  risk  for  explosions  and  tanker  accidents. 

One  potentially  dangerous  clause  made  it  into  the  bill  despite 
opposition  from  the  White  House,  the  House  Energy  Committee 
and  a  majority  of  the  Senate:  a  provision  that  severely  weakens 
present  restrictions  on  the  export  of  highly  enriched  uranium. 
Under  the  new  clause  more  than  100  pounds  of  weapons-grade 
uranium — a  crucial  ingredient  for  a  Hiroshima-type  atomic 
bomb — may  be  exported  each  year.  Larger  amounts  exported 
mean  more  chance  of  its  falling  into  terrorist  hands.  Lobbyists 
claim  that  foreign  pharmaceutical  companies  need  this  type  of 
uranium  to  produce  medical  isotopes  that  are  reimported  by  the 
U.S.  medical  community  for  diagnostics  and  treatments.  These 
isotopes  can  be  produced  with  low-enriched  uranium;  however, 
foreign  companies  want  to  avoid  the  cost  of  converting  their  sys- 
tems. This  provision  can  and  should  be  wiped  out  by  the  "clari- 
fying" act  that  always  follows  complicated  bills  like  this  one. 

Of  Prime  Importance 

None  of  these  issues,  however,  should  detract  from  the  fact  that 
we  finally  have  a  bill  that  will  encourage  additional,  cleaner  and 
more  reliable  sources  of  energy,  something  we  have  urgently 
needed  for  far  too  many  years.  This  bill  is  truly  comprehensive.  It 
doesn't,  for  example,  simply  subsidize  ethanol;  it  encourages  a 
broad  range  of  new  explorations  in  a  major  effort  to  try  to  move 
us  away  from  our  heavy  dependence  on  imported  fossil  fuels.  F 
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A  Can-Do  Country 


'O  AUSTRALIAN  FLAGS  FLAPPED  AGAINST  THE  DARK  SKY.  THE 
nph  wind  inflated  my  rain  poncho  like  a  sail.  Some  400  feet 
jve  Sydney  Harbour,  on  a  catwalk  connecting  two  spans  at 
top  of  the  Sydney  Harbour  Bridge,  my  safety  seemed  dicey, 
rough  a  thin-mesh  catwalk  I  watched  the  car  lights  below. 
!  The  Australian  approach  to  life  can  be  summed  up  by  the 
iney  Harbour  BridgeClimb:  Oz  is  an  outdoor  country  in  love 
th  risk.  The  bridge  was  completed  in  1932,  when  30%  of  the 
don's  workforce  had  no  work.  During  better  times,  in  the  late 
80s,  Paul  Cave  cooked  up  the  idea  of  the  BridgeClimb.  For 
le  years  he  worked  to  overcome  government  objections, 
imbers  would  distract  drivers?  Then  outfit  them  in  steel- 
ored  jumpsuits.  Too  many  climbers 
ded  by  liquid  courage?  Turn  away 
)se  who  fail  a  Breathalyzer  test. 
The  climb  was  approved  in  1998. 
ery  ten  minutes,  from  dawn  to  dusk,  a 
>up  of  12  climbers  sets  out — in  jump- 
its  and  headsets — accompanied  by  a 
ide.  The  cost  is  US$125  to  $225  per 
mber,  depending  on  the  time  of  day 
lore  at  sunrise  and  sunset)  and  season 
lost  during  the  Christmas  holidays), 
imbers  head  out  from  the  Bridge  - 
imb  storefront  at  the  foot  of  the  bridge,  proceed  along  a  cat- 
dk  under  the  highway,  climb  several  ladders  and  then  walk  up 
e  curved  span  to  the  top.  Yes,  there  are  steps  on  the  span.  Even 
rubers  with  mild  height  phobia  will  do  just  fine. 
The  BridgeClimb  is  a  $10,000-per-hour  business  that  runs 
or  more  hours  a  day,  363  days.  Figure  $50  million  in  sales  a 
ar.  The  expenses  are  a  storefront,  climbing  gear  and  salaries  for 
.ides.  Not  much.  I'm  guessing  80%  profit  margins.  The  conces- 
onaire  makes  a  mint,  and  Sydney  makes  more.  Australia  gets  a 
>vel  product  that  maps  perfectly  with  the  country's  brand — 
I  imaginative,  fun-loving  place  to  play  and  do  business. 

The  fifth  annual  Forbes  Global  CEO  Conference  was  what 
ok  us  Down  Under.  Prime  Minister  John  Howard,  who  has 
>esided  over  the  country  for  9  years  of  its  14-year  economic 
)om,  spoke  the  first  night.  He  said  that  technology  and  global- 
ition  move  the  Oz  economy  today.  Embrace  both  and  you  will 
ow.  Howard  has  been  a  fanatic  on  free  trade.  Even  the  Labor 
rty  opposition  backs  free  trade  and  looks  to  Britain's  Tony 
air  for  inspiration,  not  to  America's  protectionist  Democrats. 

Oz  optimism  isn't  taken  for  granted.  The  country's  last  reces- 
>n  was  in  1990-91.  Before  that  Australia  had  been  inward  look- 
g  and  protectionist.  It  relied  on  old  industries,  such  as 
'ining.  Consequently,  the  country  underperformed.  Its 


best  businesspeople  left  in  droves.  Australia's  current  generation 
of  leaders  recalls  the  slow  times  and  has  no  wish  to  repeat  them. 

The  return  to  the  U.S.  was  one  of  the  most  depressing  experi- 
ences I've  had  in  a  long  time.  Where  to  start?  My  luggage  took 
40  minutes  to  arrive.  Talk  radio  on  the  drive  home  was  poisoned 
with  pessimism  at  both  ends  of  the  spectrum.  Commentary  about 
New  Orleans  in  the  aftermath  of  Hurricane  Katrina  was  unbelievable. 
Liberals  blamed  Bush;  conservatives  blamed  corrupt  New  Orleans 
politics  and  40  years  of  welfare  dependency.  Both  camps  were  right — 
government  ineptitude  flowed  like  the  floodwaters  themselves — 
but  the  harsh  words  didn't  save  a  single  life,  home  or  business. 
Great  leadership  is  sorely  needed.  Rudy  Giuliani,  in  Sydney, 
spoke  the  second  day  on  leadership  prin- 
ciples. Giuliani  was  at  his  best — funny, 
sorrowful,  empafhetic  and  hard  as  granite. 

Leadership,  he  said,  is  built  on  four 
planks:  philosophy,  goals,  accountability 
and  optimism.  Most  leaders  move  too 
quickly  to  identify  goals  without  thinking 
about  the  underlying  philosophy.  For  ex- 
ample, when  Giuliani  became  New  York 
City's  mayor  in  1994,  he  wanted  to  reduce 
violent  crime.  All  mayors  do.  But  Giuliani 
had  a  philosophy  that  petty  crime — van- 
dalism, prostitution,  etc. — creates  the  conditions  in  which  violent 
crime  flourishes.  "Citizens  see  broken  windows  and  think  you  don't 
care,"  said  Giuliani.  As  mayor  he  put  more  cops  on  the  streets  and 
prosecuted  the  window-breakers  and  streetwalkers,  whose  violations 
erode  respect  for  the  whole  system.  Murder  rates  dropped  by  70%. 

With  accountability  and  optimism,  said  Giuliani,  you  get 
into  subtleties.  Most  leaders — in  government,  especially — 
understand  accountability  in  principle  but  seldom  practice  it. 
Who  wants  to  lose  face  or  create  enemies?  The  opposite  prob- 
lem attaches  to  optimism.  Optimism  is  popular,  so  everyone 
practices  it.  But  optimism  works  only  when  it  is  tempered  by 
realism  and,  sometimes,  empathy.  Immediately  after  9/11,  Pres- 
ident Bush  displayed  the  proper  mix  of  empathy  (for  the  suffer- 
ing) and  optimism  (for  the  future).  Plunging  late  into  New 
Orleans,  the  President  got  the  balance  wrong.  He  was  at  first 
chirpily  optimistic,  even  as  the  tragedy  was  still  cresting  and  the 
situation  demanded  empathy  and  action.  The  President's  poor 
initial  response  could  cost  him  a  successful  second  term. 

Not  often  have  I,  as  an  American,  longed  for  another  coun- 
try's can-do  spirit.  But  that's  how  I  feel  after  having  come  down 
from  the  Sydney  Harbour  Bridge.  F 
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DIVERSIFY  YQ^VORT FOLIO 
WITH  100  OF  f($Si>AQ'S  LARGEST 
NON  FINANCIAL  COMPANIES  > 

Microsoft  •  QUALCOMM  •  eBay  •  Intel  • 
Cisco  Systems  •  Symantec  •  Dell  •  Amgen 

•  Apple  Computer  •  Starbucks  •  Oracle  •  Comcast 

•  Yahoo!  •  Biogen  Idee  •  Maxim  Integrated 
Products  •  Sepracor  •  lAC/lnterActiveCorp  • 
Electronic  Arts  •  Genzyme  •  Research  in  Motion 

•  Bed  Bath  &  Beyond  •  Linear  Technology  • 
Biomet  •  PACCAR  •  Apollo  Group  •  Gilead 
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•  Lam  Research  •  Ross  Stores  •  Mercury 
Interactive  •  American  Power  Conversion  • 
Novellus  Systems  •  Millennium  Pharmaceuticals 

•  Career  Education  •  Lamar  Advertising  • 
SanDisk  •  QLogic  •  BEA  Systems  •  Invitrogen 

•  Dollar  Tree  Stores  •  Molex  •  Synopsys  • 
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An  investor  , should  consider  investment 
objectives,  risks,  charges  and  expenses 
carefully  before  investing.  To  obtain  a 
prospectus,  which  contains  this  and  other 
information  about  QQQ,  a  unit  investment 
trust,  please  call  888.627.3837.  Read  the 
prospectus  carefully  before  investing. 
ALPS  Distributors,  Inc,  a  registered 
broker-dealer,  is  distributor  for  QQQ. 


QQQ:   WHAT'S  AN  ETF? 

WHAT  ARE  ITS  BENEFITS? 

AND  HOW  CAN  IT  ENHANCE  MY  PORTFOLIC 

An  exchange-traded  fund  (ETF)  is  a  single  security  that  tracks  the! 
formance  of  an  index,  such  as  the  NASDAQ-100  Index*-  or  the  NASI 
Composite  Index." 

There  can  be  many  benefits  to  purchasing  an  ETF.  By  tracking  an  ir 
ETFs  give  you  exposure  to  many  companies.  In  the  case  of  broad-b; 
ETFs,  you  are  invested  in  many  industries  with  the  purchase  of  just 
security.  But  diversity  is  just  the  beginning.  Also,  ETFs  are  often 
cost,  tax-efficient  and  offer  great  trading  flexibility;  of  course,  ordu 
brokerage  commissions  apply. 

Some  investors  use  ETFs  as  a  major  focus  of  their  portfolio  becaj 
they  are  a  good  tool  for  long-term  investments.  The  instant  diversi) 
tion  they  provide  can  support  a  less  active  management  style  for  rrl 
investors.  Other  investors  use  ETFs  more  actively  as  hedging  tq 
They  can  be  sold  short  to  hedge  a  core  stock  portfolio  or  interest 
fluctuations.  ETFs  are  subject  to  risks  similar  to  stocks,  including  th 
regarding  short  selling  and  margin  account  maintenance. 

Investors  also  may  wish  to  talk  to  their  tax  advisors  about  moving  t 
mutual  funds  to  ETFs  during  tax  wash  sales.  Based  on  specific 
circumstances,  an  investor  sometimes  may  be  able  to  sell  a  securiW 
mutual  fund  that  is  underperforming  and  claim  a  tax  loss,  but  keep 
investment  in  that  sector  by  investing  in  an  ETF  that  tracks  the  sal 
index. 

Whether  you  are  a  long-term  investor  looking  for  lower  costs  and  loJ 
capital  gains  taxes,  or  an  active  investor  looking  for  hedging  and  c; 
flow,  ETFs  can  enhance  your  portfolio.  To  learn  more  about  ETFs,  w 
the  ETF  tutorial  at  www.Forbes.com/ETF. 
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BLACKBERRIES 

When  you  invest  in  QQQ,*  you're  buying  100  of  NASDAQ's  largest  nonfinancial 
companies*  all  in  one  share.  QQQ  gives  investors  both  diversity  and  liquidity. 
And  while  QQQ  is  subject  to  risks  similar  to  stocks,  including  those  regarding 
short  selling  and  margin  account  maintenance,  it  is  both  tax-efficient  and 
low-cost,  though  ordinary  brokerage  commissions  apply.  No  wonder  QQQ  is 
the  most  actively  traded  ETF  in  the  U.S.  To  learn  more,  call  888.627.3837  or 
visit  www.nasdaq.com/qqq.  ■   —      -  -  _  _  mmmmm 
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iQ  tracks  the  NASDAQ-100  Index!  The  NASDAQ-100  Index  is  comprised  of  100  of  NASDAQ's  largest  nonfinancial  companies  based  on  their  market  capitalization. 

i  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing.  To  obtain 
)rospectus,  which  contains  this  and  other  information  about  QQQ,  a  unit  investment  trust,  please  call  888.627.3837.  Read  the 
aspectus  carefully  before  investing. 

3DAQ,  NASDAQ-100  Index,  NASDAQ-100  Index  Tracking  Stock  and  QQQ  are  registered  trademarks  of  The  Nasdaq  Stock  Market,  Inc.  and  have  been  licensed  for  use  by 
SDAQ  Global  Funds,  Inc.,  QQQ's  sponsor.  NASDAQ  makes  no  representation  regarding  the  advisability  of  investing  in  QQQ  and  makes  no  warranty  and  bears  no  liability 
h  respect  to  QQQ.  the  NASDAQ-100  Index,  its  use  or  any  data  included  therein. 

PS  Distributors.  Inc..  a  reaistered  broker-dealer,  is  distributor  for  QQQ.  ©2005  The  Nasdaq  Stock  Market,  Inc.  All  Rights  Reserved. 
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That  1st  Penalty  Was  Cake 

Forbes  400  member 
Richard  J.  Egan,  who 
cofounded  high-tech  EMC 
Corp.,  is  fighting  aji  Internal 
Revenue  Service  claim  he  used 
a  sham  shelter  to  save  $62  mil- 
lion in  2001  taxes.  Egan  just 
paid  the  full  sum  and  is  suing 
in  a  Massachusetts  federal 
court  for  a  refund.  His  lawsuit 
says  an  unnamed  "interna- 
tional accounting  firm"  urged 
the  strategy  using  European-style  options,  but  only  after  he  said 
he  wanted  to  avoid  "mass-marketed"  or  "abusive"  tax  dodges. 
George  W.  Bush's  first-term  envoy  to  Ireland,  Egan,  69,  is  a  big 
Republican  donor  who,  also  in  2001,  paid  a  $36,700  penalty  for 
exceeding  campaign  contribution  limits.  — Janet  Novack 

Enough  to  Buy  Some  Nice  Cars  Online 

Meanwhile,  Los  Angeles  entrepreneur  and  ex-lawyer  John  C. 
Bedrosian  and  his  wife  are  in  U.S.  Tax  Court  over  a  $5  million  IRS 
assessment  for  1999  and  2000.  The  feds  say  they  used  an  improper 
tax  shelter  to  create  a  phony  $18  million  loss,  offsetting  gains  from 
stock  sales  of  newly  public  Internet  car-buying  service  Autobytel, 
which  Bedrosian  cofounded.  Bedrosian's  lawyer  Richard  E.  Hodge 
says  he  personally  recommended  his  client  go  for  independent  tax 
advice  to  Jenkins  &  Gilchrist — not  knowing  the  law  firm  was  al- 
legedly peddling  dubious  shelters.  If  he  loses,  Bedrosian  can  afford 
to  pay  up.  Last  year  Tenet  Healthcare,  whose  predecessor  Bedrosian 
also  cofounded,  paid  him  $163  million  after  losing  an  employ- 
ment-contract lawsuit  over  his  1993  ouster.  — J.N. 

Intellectual  Hubris  Without  the  Alps 

In  what  looks  like  another  bid  to  burnish  its  intellectual  mys- 
tique, Google  later  this  month  will  stage  Zeitgeist,  its  first  deep- 
thinker  conference,  at  its  Mountain  View,  Calif,  headquarters. 


Dollar^FmmDisaster 


But  unlike,  say,  the  World  Economic  Forum  in  Davos,  this  w 
be  a  secretive,  off-the-record  affair  barring  working  press  a 
bloggers.  The  search  engine  company's  hush-hush  400-persi 
invitation  list  includes  the  likes  of  New  York  Times  Co.  b« 
Arthur  Sulzberger  Jr.,  Yahoo's  Terry  S.  Semel  and  Tipping  Pa 
author  Malcolm  Gladwell.  — David  \Vhe\ 

No  Stock  Tips  From  Greenspan 

Federal  Reserve  Board  Senior  Economist  J.  Benson  Durham  d 
putes  the  conclusion  of  others  who  say  investors  can  profit 
looking  at  past  data  on  the  monetary  policy  cycles  of  \ 
employer.  Writing  in  the  Financial  Analysts  Journal,  Durha 
says  purported  anomalies — clues  that  investors  can  exploit! 
don't  hold  over  time  and  can  be  the  misunderstood  result 
one-time  events  like  the  October  1987  stock  market  crash.  1 
even  postulates  the  reverse:  "The  prices  of  financial  assets,  sul 
as  stocks,  probably  affect  monetary  policy." — William  P.  Ban 


Old  Apartments  Fade  Away 

New  York  City's  controversial  rent  control  law  bestows  upoi 
many  apartment  tenants  who  never  bought  their  digs  valuabh 
property  rights,  including  lifetime  occupancy  at  below-marke 
rent  and  the  legal  leverage  to  receive  a  big  payment  to  leave 
Public  records  suggest  one  such  jackpot  recipient:  Arthu 
MacArthur  (below),  famous  in  1942  at  age  4  for  fleeing  the 
Philippines  with  his  father.  General  Douglas  MacArthu 
(1880-1964).  As  Arthur's  longtime  home,  Central  Park  West 
I,  was  being  cleared  last  year  foi 
placement  by  ritzy  condos,  he  paic 
650,000— cash— for  his  own  unr 
by.  His  mother,  Jean,  lived  in  a 
ale  New  York  hotel  until  he 
death  at  age  101.  Eschewing  th>: 
ary,  the  long-reclusive  Arthu 
ied  at  Columbia.  Now  67,  he 
ed  to  be  interviewed.  —  W.PI 
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LI  FF 


Still-rising  floodwaters  and  corpse  count  from  Hurricane  Katrina's  Aug.  29  hit  didn't  halt  business  publicity  pleas.  —Tatiana  Serafiri 

PRESS-PITCH  ISSUER/LOCATION 

DATE 

FOCUS 

Advance  Auto  Parts/Roanoke,  Va. 

Aug.  29 

Flooded  vehicles  should  be  checked  before  ignition. 

Americas  Generators/Miami,  Fla. 

Aug.  29 

Calamity  shows  importance  of  back-up  power. 

EA  Logistics/Bensenville,  III. 

Aug.  31 

Freight-forwarder  operating  in  affected  area. 

Kintera/San  Diego,  Calif. 

Aug.  31 

Its  software  is  helping  nonprofits  raise  money. 
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National  Storm  Mgmt/Glen  Ellyn,  III. 

Aug.  30 

Firm  has  "over  a  hundred  years"  of  roofing  expertise. 

H^Bto    :      -  j 

PHNS/Dallas,  Tex. 

Aug.  30 

Outfit  has  "one  of  the  few"  hospital  IT  contracts  in  La. 

Squaremouth.com/St.  Pete  Beach,  Fla.  Aug.  29 

Insurance  agency  alerts  vacationing  customers  to  storms. 

U-Blox  America/Herndon,  Va. 

Aug.  31 

Company's  GPS  technology  was  used  to  track  storm. 

Weather  Channel/Atlanta,  Ga. 

Aug.  29 

Storm  coverage  boosted  audience  by  470%. 
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On  My  Mind  

By  Alexander  Tabarrok,  associate  professor  of  economics  at  George  mason  university 

Give  the  Lawyer  His  Cut 

Despite  the  cry  of  tort  reformers,  contingency  fees  are  good  for  the  legal  system. 

They  weed  out  bad  cases. 


IF  AMERICA  IS,  IN  THE  IMAGERY  OF  TORT  REFORMERS,  LAWSUIT 
hell,  then  contingent-fee  lawyers  are  its  devils.  Most  injury  cases 
are  handled  on  contingency,  meaning  the  lawyers  get  paid  only  if 
they  settle  or  win  in  court.  Tort  reform  proponents  have  long 
demanded  restrictions  on  these  contingent  fees,  which  typically 
give  the  lawyer  a  third  of  any  award.  They  argue  that  fat  contin- 
gent fees  encourage  frivolous  litigation  and  give  attorneys  the 
wrong  incentives,  especially  on  settlement  decisions. 

State  legislatures  have  listened.  Sixteen  states,  including  Cal- 
ifornia, New  Jersey  and  Florida, 
limit  contingent  fees  in  medical 
malpractice  or  personal  injury 
cases.  In  Florida,  which  since 
2004  has  had  the  strictest  limits  in 
the  nation,  fees  in  medical  mal- 
practice cases  are  capped  at  30% 
of  the  first  $250,000  and  just  10% 
of  the  balance. 

But  there  is  a  glaring  absence 
of  empirical  evidence  to  support 
the  attack  on  contingent  fees. 
Together  with  my  colleague  Eric 
Helland,  associate  professor 
of  economics  at  Claremont 
McKenna  College,  I  conducted  a 
recent  study  ( Two  Cheers  for  Con- 
tingent Fees,  AEI  Press)  that  com- 
pares states  that  restrict  contin- 
gent fees  in  medical  malpractice 
cases  with  states  that  don't. 

The  contingent-fee  reformers 
assume  that  curbing  fees  will 
shorten  settlement  negotiations 
(if  the  lawyer  is  going  to  get  a 

smaller  fee,  then  he's  motivated  to  settle  more  quickly,  goes  the 
reasoning)  and  reduce  the  number  of  frivolous  suits  (the  lawyer 
won't  take  the  suit  if  he  can't  be  assured  of  a  big  payday).  Sur- 
prise: The  opposite  is  true. 

Here's  how  33%-contingent-fee  lawyers  really  work:  They 
screen  cases  carefully  at  the  door.  Why  take  a  case  if  you  can't 
make  a  reasonable  bet  that  it  will  yield  a  high  fee,  either  in  a  set- 
dement  or  at  trial?  Pursuing  litigation  is  cosdy  for  lawyers.  They 
won't  lay  out  a  bet  unless  they  think  they'll  win.  When  states 
restrict  fees  to  less  than  33%,  lawyers  have  less  of  an  economic 
incentive  to  spend  hours  doing  careful  screening.  One  possible 
outcome  is  that  they  take  on  lots  of  cases,  file  them  and  let  the 


"When  states  restrict  fees,  lawyers  have 
less  of  an  economic  incentive  to  spend  hours 
doing  careful  screening." 


chaff  fall  where  it  will.  Or  they  might  simply  charge  by  the  hoi 
When  clients  pay  whether  their  lawyers  win  or  lose,  lawyers  hs\ 
little  motivation  to  screen. 

In  states  that  restrict  contingent  fees,  plaintiffs  dropped  18 
of  cases  before  trial  without  getting  a  settlement.  In  states  whei 
lawyers  were  free  to  take  their  usual  33%  cut,  they  dropped  oni 
5%  of  cases.  This  tells  us  that  lawyers  had  already  screened  ol 
the  junk  suits  and  were  pursuing  those  with  merit. 

Our  study  also  shows  that  the  time  to  settlement  in  medicj 
malpractice  cases  is  22%  long« 
in  states  that  restrict  contingeii 
fees.  In  Florida,  in  the  300  da^ 
after  contingent  fees  wei 
restricted  in  1985,  settlemer 
time  increased  by  13%.  Wh| 
When  lawyers  are  paid  by  th 
hour,  they  have  little  incentive  t 
settle  quickly. 

Critics  assume  that  big  cori 
tingent  fees  prompt  lawyers  n 
push  awards  sky-high.  The  dat 
show  the  opposite.  The  averag 
medical  malpractice  award 
twice  as  high  in  states  that  restrifl 
contingent  fees  ($501,000  versa 
$225,000).  Although  this  does  nrj 
mean  that  contingent  fed 
decrease  awards,  it  does  call  int^ 
question  the  idea  that  contingeii 
fees  increase  them. 

Mandated  limits  are  wrong  ii 
principle  because  they  curb  th 
rights  of  plaintiffs  to  choose  hov 
to   reward  their  agents,  th 
lawyers.  Since  the  market  for  lawyers  is  competitive,  I  see  no  rea 
son  to  violate  the  rights  of  both  plaintiffs  and  their  lawyers  t( 
freedom  of  contract. 

Outrage  with  the  court  system  should  continue  to  be  aimec 
at  out-of-control  class  actions.  Here,  there  are  no  contractt 
between  client  and  lawyer.  In  fact,  class  action  plaintiffs  oftel 
find  out  that  they  are  parties  to  the  suit  only  after  a  settlemen; 
has  been  reached.  So  we  shouldn't  be  surprised  to  see  settki 
ments  that  yield  millions  in  attorneys'  fees  and  nothing  but  vali 
ueless  coupons  for  the  purported  clients.  To  solve  the  class 
action  crisis,  we  should  look  at  elected  judges,  jury  demograpln 
ics  and  bad  law.  But  contingency  fees  aren't  the  problem. 
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BE  HERE  FASTER 


Harriott 

REWARDS 


BE  HERE  30%  FASTER 
THAN  WITH  OTHER 
HOTEL  PROGRAMS* 

With  Marriott  Rewards,®  you 
need  fewer  points  to  get  to  your 
dream  destination  than  with 
other  leading  hotel  programs. 
With  more  than  2,500  hotels 
participating,  we  offer  more 
resorts,  spas,  and  golf  locations 
than  any  other  hotel  program. 
And  now,  for  a  limited  time,  you 
can  earn  Double  Points  when 
you  pay  with  any  Visa1'  card.  So 
dream  big.  Fast. 


Harriott 

HOTELS  &  RESORTS 


JW  MARRIOTT, 

HOTELS  &  RESORTS 

RENAISSANCE. 

HOTELS  &  RESORTS 
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AVJrnolt  flk  m. 

VACATION  CLUB 

INTERNATIONAL 


Sign  up  at  MarriottRcwards.com 
or  call  1-800-367-6453. 


*  Based  on  seven  nights  at  Starwood,  Hilton,  Intercontinental 
Hotels  Croup,  and  Hyatt  full-service  hotels  of  similar  quality 
and  points  earned  on  dollars  spent  Assumes  standard 
award  offerings  for  base-level  members  All  comparisons 
are  as  of  01/05  Earn  Double  Points  between  10/1/05  and 
1/31/06  beginning  with  your  second  Visa-paid  stay  Registration 
required  Visit  MarnottRewards  com  for  full  terms  and 
conditions  O2005  Marriott  International,  Inc 


PREEMPTIVE  SECURITY  IS  HERE: 


Prevent 


MAJOR  INTERNET  THREATS  - 


before 


THEY  RUIN  YOUR  DAY 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intrusi 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  enab 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  for  yo 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 
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Ahead  of  the  Threat. 


Follow-Through 


OCTOBER  18.  2004 

Getting  Clear 


TERROR  INC. 

CITIGBOUP  S  WOHST  NIGHTMARE 


IG!  WHY 
D  NEWS 


THE 
RADIO  & 
TITAN  1 
EVERYOl 
LOVES 
TO  HATE 

CLEAR  CHANNEL'S 
NEXT  CHIEF  MUST 
MAKE  NICE- 
AND  FIND 
NEW  GROWTH 


Mark  Mays  has  had  a  rough  first  year 
at  the  helm  of  media  giant  Clear 
Channel.  The  last  two  quarters 
produced  falling  earnings,  the  government 
is  probing  alleged  pay-to-play  practices  in 
the  San  Antonio,  Tex.  company's  huge 
radio  division,  and  ad-free  satellite  radio 
continues  to  pose  stiff  competition. 

Then  in  August  Clear  Channel  faced  a 
different  kind  of  challenge  as  Hurricane 
Katrina  battered  the  company's  seven 


radio  stations  in  New  Orleans.  Together 
with  archrival  Entercom,  Clear  Channel 
formed  the  United  Radio  Broadcasters  of 
New  Orleans,  a  24-hour  broadcast  that 
offers  emergency  information  and  takes 
calls  from  people  looking  for  help.  The 
competitors  have  also  collaborated  on 
ways  to  help  each  other's  staffs  and  to  cope 
with  flooding  offices.  The  two  companies 
are  now  working  together  out  of  Clear 
Channel's  offices  in  Baton  Rouge,  La. 

Clear  Channel  may  be  poised  for  an 
upswing.  In  April  it  decided  to  spin  off  its 
underperforming  live  entertainment  unit 
and  sell  off  10%  of  its  outdoor  advertis- 
ing division  in  an  initial  offering.  At  $32 
the  stock  is  up  marginally  from  where  it 
was  when  our  story  ran. 

— Helen  Coster 

APRIL  11,  2005 

Witness  for  The 
Defense? 

Six  months  after  our  skeptical  take  on 
expert  witness  Cary  Ordog,  the  self- 
styled  aficionado  of  household  mold 
is  himself  getting  sued.  A  group  of  lawyers 
who  used  Ordog  as  a  witness  have  filed 
suit  in  Los  Angeles  county  court,  de- 
manding Ordog  pay  back  at  least  $98,300 


in  fees.  The  lawyers  say  Ordog  made  J 
representations  about  his  "training,  ba 
ground,  experience,  authorship,  acc( 
plishments  and  competence,"  and  I 
Ordog  falsely  stated  he  was  the  head 
toxicology  at  Henry  Mayo  New] 
Hospital.  Ordog,  who  is  fighting  sini 
allegations  made  by  the  state  of  Calii 
nia,  says  he  hasn't  seen  the  suit  but  tha; 
had  previously  sued  the  group  of  lawi 
to  force  them  to  pay  more  than  $100,i 
he  claims  they  owe  him. 

— Daniel  Fis 

SEPTEMBER  17,  2001 


Son  Sets 


When  we  wrote  about  Claudio 
Vecchio  in  2001,  the  son  of  li 
ian  billionaire  Leonardo  Del  VI 
chio  looked  like  he  had  finally  won 
father's  respect.  He'd  bought  U.S.  retai 
Casual  Corner  from  his  dad  and  made 
decade-long  moneyloser  profitable. 
Casual  Corner  has  since  unraveled.  CI 
dio,  48,  put  it  up  for  sale  last  fall  for  $3 
million  but  got  no  takers.  In  August 
unloaded  the  chain  and  its  550  leases 
retail  liquidator  and  operator  Gordl 
Brothers  for  less  than  $100  million.  Nil 
he's  busy  trying  to  fix  Brooks  Brothe 
which  he  bought  in  2001.  — LuisaKr 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  I  OCTOBER  16,  1920 

Lean  Means  Green  Better  business  looms  ahead. 

Our  business  body  had  become  fat,  flabby,  overfed.  It  is  now 
reducing.  The  process  is  disagreeable,  sometimes  painful.  But  it 
makes  for  greater  strength  and  vigor.  Had  not  corrective  mea- 
sures been  taken,  business  would  have  collapsed  from  hardening 
of  the  credit  arteries.  At  the  opening  of  1920  we  were  heading 
toward  trouble.  At  the  opening  of  1921  we  should  be  heading 
toward  sound  prosperity.  Every  fundamental  development  is  mak- 
ing for  greater  solidity  and  stability. 

35  YEARS  AGO  IN  FORBES  I  OCTOBER  I,  1970 

Pension  Tensions  The  day  may  not  be  terribly 

distant  when  U.S.  business  will  be  paying  as  much  to  its  pensioners 
as  to  its  stockholders.  By  then,  the  pension  funds  may  well  control 
much  of  U.S.  industry  as  well.  Through  no  fault  of  their  own,  senior 
citizens,  sunning  themselves  in  Florida  or  relaxing  in  rocking  chairs, 
may  force  some  major  U.S.  corporations  to  the  wall. 


10  YEARS  AGO  IN  FORBES 

Disaster  Pork 


JUNE  5.  1995 


Most  federal  disaster  aid  is  simple  polit- 
ical pork,  especially  in 
states,  like  Florida  and  Cal- 
ifornia, with  lots  of  voters. 
During  the  1992  presiden- 
tial campaign,  President 
Bush  promised  victims  of 
Florida's  Hurricane  Andrew 
that  Washington  would 
cover  85%  of  all  uninsured 
costs.  Until  then,  Washington  generally  covered  no  more  than 
75%  of  uninsured  losses.  Came  the  Midwest  floods  of  1993,  Bill 
Clinton  topped  George  Bush  by  promising  to  pay  90%  of  the  unin- 
sured damages.  Clinton  then  topped  himself  by  promising  to  pay 
95%  of  the  costs  from  California's  Northridge  earthquake.  As 
things  worked  out,  Washington  paid  100%  of  Northridge's 
uninsured  damages,  allocating  over  $14  billion. 
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never  actually  own 
a  Patek  Philippe. 


.A 


You  merely  take 
care  of  it  for 
the  next  generation 


The  Gondolo  Calendario, 
$5,  features  Patek  Philippe's  patented 
al  Calendar  movement,  hallmarked 
h  the  Geneva  Seal,  which*  displays 
y,  date  and  month,  and  only  needs 
be  reset  once  a  year.  A  new  face, 
new  heart,  perfectly  housed  in 
;rbly  balanced  Art  Deco- style  case. 

:  (1)  212  218  1240.  www.patek.com 


PATEK  PHILIPPE 

GENEVE 

Begin  your  own  tradition. 


If  it  moves,  rolls,  floats,  orbits,  rotates,  sorts,  lift 
measures,  we  can  make  it  more  energy  efficient 


As  a  world  leader  in  automation  technologies,  we  engineer  energy  savings  into  every  produ 
Last  year  alone,  our  motors  and  drives  enabled  customers  to  save  the  equivalent  energy 
a  dozen  average  power  plants  while  our  propulsion  and  turbocharging  systems  conserv 
thousands  of  tons  of  fuel.  As  a  result,  we  eliminated  68  million  tons  of  C02  emissions.  C 
technologies  provide  more  efficient  and  environmentally  friendly  ways  to  help  custom* 
achieve  competitive  advantage.  Over  100,000  power  and  automation  professionals  arou 
the  world.  Over  one  million  solutions  delivered  every  day.  Welcome  to  the  world  of  AE 
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Shell's  floating 
platform  was  damaged 
by  90-foot  waves. 


trina  wasn't  all  bad  for  the  cause  of  oil  and  gas  production. 
'  political  reasons,  it  may  end  up  making  Alaska  and  the  outer 
itinental  shelf  more  accessible  |  By  Christopher  Helman 


3EFORE  THE  HURRICANE  ROYAL 
Dutch/Shell's  Mars  floating 
platform  was  pulling  170,000 
barrels  of  oil  and  200  million 
cubic  feet  of  natural  gas  a  day 
out  of  the  Gulf  of  Mexico, 
lered  to  the  seafloor  130  miles  south  - 
of  New  Orleans  in  2,900  feet  of  water, 
s  was  built  to  withstand  71  -foot  waves 
1 40mph  winds.  Katrina  crushed  Mars 
l  90-foot  waves  that  toppled  the 


drilling  equipment  stationed  on  deck  and 
damaged  vital  pumping  and  processing 
gear.  "It's  a  jumble  of  puzzle  pieces,"  says  a 
person  close  to  recovery  efforts.  Shell  says 
it's  too  early  to  tell  how  long  it  will  take  to 
get  Mars  back  online,  but  a  year  is  likely. 
Even  then  it  will  probably  never  produce 
the  same  volume  as  it  did  pre-Katrina. 
Shutting  down  wells  for  long  periods  of 
time  damages  the  reservoirs  by  letting 
some  of  the  pressure  seep  out.  Extrapolate 


that  problem  to  the  Gulf  s  4,000  rigs 
(where  60%  of  oil  and  40%  of  gas  pro- 
duction remains  off-line)  and  Katrina's 
impact  will  be  felt  on  the  American  oil 
patch  for  many  years  to  come. 

If  you  are  predisposed  to  favoring 
more  oil  and  gas  production  in  the  U.S., 
there's  a  silver  lining.  In  the  standoff 
between  environmentalism  and  business, 
it  shifts  the  political  balance  in  favor  of 
the  latter.  "The  things  that  were  not  polit- 
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)utfront 


ically  possible  two  months  ago  are  still 
before  us  and  require  an  answer,"  Senator 
Pete  V.  Domenici  (R-N.M.)  said  on  Sept. 
6.  "We  can  either  ignore  them  or  we  can 
act.  I  say  we  act." 

Domenici  and  the  Bush  Administration 
don't  hide  the  fact  that  they  would  like  to 
open  up  more  federally  controlled  acreage 
to  drilling.  The  Department  of  the  Interior 
figures  that  the  Arctic  National  Wildlife 
Refuge  and  untapped  parcels  along  both 
coasts  and  the  Gulf  of  Mexico  hold,  all  told, 
maybe  34  billion  barrels  of  oil  and  72  tril- 
lion cubic  feet  of  gas.  That  v/ould  be 
enough  to  satisfy  total  U.S.  oil  and  gas  de- 
mand for  four  and  three  years,  respectively. 
After  several  years  and  billions  of  dollars  in 
infrastructure  investments  by  current 
Alaska  producers  like  Exxon- 
Mobil, HP  and  Anadarko  Pe- 
troleum, ANWR  could  pro- 
duce 1  million  barrels  of  oil  a 
day  for  40  years. 

The  Alaskan  refuge 
might  have  seen  drill  bits 
even  without  Katrina,  thanks 
to  a  provision  Domenici  slipped  into  the 
federal  budget  bill  now  before  Congress. 
The  provision  counts  on  revenue  of  $2.6 
billion  from  leasing  select  ANWR  acreage  to 
Big  Oil.  Over  time  the  refuge  (if  it  lives  up 
to  its  promise)  would  produce  a  nice  piece 
of  change  for  federal  coffers,  albeit  not 
enough  to  pay  for  the  hurricane  cleanup. 
At  an  average  royalty  rate  of  1 5%,  federal 
revenue  from  ANWR  would  be  in  die  neigh- 
borhood of  $  1 50  billion — spread  over  sev- 
eral decades. 


Supply  side:  Caribou  at  the  Alaska  Pipeline. 

Greenies  like  Senator 
William  Nelson  (D-Fla.),  who 
kept  similar  proposals  out  of 
the  recently  enacted  energy  bill, 
are  pushing  back  against 
Domenici,  and  the  Wilderness 
Society  planned  a  demonstra- 
tion in  Washington  for  September  to 
protest  the  move.  Before  Katrina  there  was 
a  division  even  among  the  ranks  of  Re- 
publican congressmen,  with  24  of  them  in 
August  voicing  objection  to  inclusion  of 
the  ANWR  provision  in  the  budget  bill. 

Even  if  Katrina  doesn't  provide  enough 
leverage  to  pry  open  ANWR  now,  Big  Oil 
isn't  likely  to  walk  away  empty-handed.  In 
a  proposal  issued  the  week  before  Katrina, 
the  Department  of  the  Interior  announced 
it  wanted  to  open  the  outer  continental 


KATRIN 


4^  INSURANCE 


shelf  (600  to  9,500  feet  underwater)  to 
ploration  in  the  next  round  of  lease  a 
tions.  Said  Interior  Secretary  Gale  Nor 
in  a  statement:  "With  our  reliance  on 
ports  of  foreign  oil  climbing  each  year,| 
would  be  irresponsible  if  we  didn't  a 
sider  how  we  might  develop  these  abil 
dant  domestic  resources." 

The  recent  energy  bill  opened  i 
door  to  this  resource  by  directing  In 
rior  to  conduct  a  complete  inventory 
reserves  along  the  shelf,  including  the  i 
of  cutting-edge  3-D  seismic  imaging  te« 
niques.  This  despite  the  fact  that  all  sh 
acreage  outside  of  Texas,  Louisiana,  i 
abama  and  Mississippi  is  under  drill! 
moratorium,  and  opening  it  would  i 
quire  both  congressional  and  state-fc 
state  approval.  The  pro-oil  politicos  se$ 
to  have  a  fix  for  that,  too.  Louisiana  Se 
ator  Mary  Landrieu  is  pushing  legislatij 
that  would  give  coastal  states  the  liol 
share  of  some  $5  billion  in  annual  ro 
alty  revenue  from  drilling  off  their  shorl 

The  area  most  likely  to  be  opened  i 
first  is  off  the  Gulf  Coast  of  Florida,  an  an 
known  as  "the  Bulge"  because  of  its  subs 
topography.  The  Bulge  is  close  enough 
existing  Gulf  pipelines  to  make  it  easy 
access.  It  was  earmarked  for  inclusion  irj 
2001  lease  sale  but  held  back  after  obje) 
tions  from  Floridians — an  important  pre 
idential  voting  bloc.  Now  that  the  Whi 
House  has  pledged  to  exclude  from  dew 
opment  any  acreage  within  100  miles 
Florida's  coast,  the  Bulge  is  likely  to  see  d 
velopment.  It  would  probably  be  easier 
tap  than  caribou-infested  Alaska. 


Moral  Hazard  Katrina  was  so  costly  it  could  kill  off  creeping  socialism  in  the 

property  insurance  business  |  By  Tomas  Kellner  and  Carrie  Coolidge 

of  catastrophic  storms  will  be  high  for  years  to  come.  "We're  c 
the  leading  edge  of  a  multidecade  period  of  more  intense  trop 
cal  cyclone  activity,"  says  Robert  Harrwig,  Ill's  chief  economis 
At  the  forefront  of  this  perfect  storm,  and  the  ensuing  insu 
ance  debacle,  is  Florida.  After  losing  $2  billion  there  last  year,  A 
state  gave  up  100,000  residential  policies,  or  12%  of  its  Flork 
business,  and  pulled  out  of  the  commercial  property  insuran 
business  in  the  storm-prone  state.  Ten  other  insurers,  includir 
Nationwide,  Safeco  and  Clarendon  Select,  have  left  Florida  < 
have  filed  to  leave  the  state. 


PROPERTY  INSURERS  WILL  TAKE  THE  BIGGEST  HIT 
from  Katrina,  facing  up  to  $60  billion  in  claims,  making 
the  hurricane  the  cosdiest  natural  disaster  in  U.S.  history. 
In  her  aftermath  comes  a  newly  urgent  debate  over  how 
to  fix  die  reeling  disaster-insurance  business  and  whether  gov- 
ernment should  step  in — or  butt  out. 

The  stakes  are  rising  fast.  More  than  68  million  people  now 
live  in  hurricane-prone  coastal  areas,  up  31%  since  1970.  The 
insured  value  of  property  in  hurricane  regions  has  hit  $2  tril- 
lion, says  the  Insurance  Information  Institute.  Yet  the  likelihood 
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Who's  going  to  provide  insurance? 


Hurricanes  aside,  one 
big  problem  in  Florida 
(and  elsewhere)  is  that 
state  regulators  lord  over 
insurers  like  Soviet  appa- 
ratchiks, setting  premiums 
by  fiat  rather  than  letting 
market  forces  do  it.  Under- 
writing capacity,  pre- 
dictably, dries  up.  In  2002 
Florida  set  up  the  Citizens 
Property  Insurance  Corp. 
to  cover  homes  that  insur- 
ers wouldn't  cover  at  state- 
set  rates.  CPIC  lost  half  a 
billion  dollars  in  two  years. 
Floridians  get  stuck  with 
the  tab  via  a  6.8%  surcharge  on  commercial  home  policies. 

Now  Louisiana  and  Mississippi,  with  similar  price  caps  and 
government  backstops  in  place,  are  considering  emergency  orders 
to  prevent  insurers  from  leaving.  "The  world  will  be  watching," 
warns  Louisiana  State  Insurance  Commissioner  J.  Robert  Wooley. 

On  a  broader  scale,  Katrina  adds  urgency  to  the  battle  over 
government's  role  in  property  insurance.  Allstate  has  renewed 
its  call  for  a  new  national  disaster  fund  for  tornadoes,  earth- 
quakes and  hurricanes,  an  idea  kicked  around  for  a  decade;  in 
September  the  Florida  state  insurance  commissioner,  Kevin 
McCarty,  made  a  similar  plea.  It  might  make  more  sense  to 
deregulate  premiums  and  charge  residents  of  hurricane  alley  full 
freight.  "The  insurance  industry  is  in  the  risk  business,"  says 
Maurice  (Hank)  Greenberg,  who  was  forced  out  as  chairman  of 
American  International  Group  earlier  this  year.  "Insurers  need 
to  underwrite  prudently  and  get  adequate  rates  for  the  risk  they 
undertake.  Having  the  government  involved  with  all  forms  of 
catastrophe  is  a  bridge  too  far."  F 
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CLE  ANUI 


Cleaning  Up 

Before  the  South  can  rebuild  comes  a  lot  of  woil 
clearing  away  Katrina's  mess  |  By  Matthew  Swi 


THE  KATRINA  CLEANUP  HAS  BEGUN,  A  SOMBER  BUT  PR(|l 
itable  pursuit.  Publicly  held  URS  has  1,100  workers 
subcontractors  already  working  on-site  for  FEMA,  asse 
ing  damage  in  New  Orleans  and  beyond.  URS  also  helrJ 
Alabama  and  Louisiana  develop  disaster-response  plans  that  tl 

title  the  states  to  fundi! 
under  the  Disaster  Mitigatill 
Act  of  2000,  which  covers  k| 
eral  relief  aid  that  folloi| 
early  emergency  money. 
*  Waste  Management  alscl 

■  '  'BavdiBBk.  r^jf  busy.  Within  days  it  was  bal 
IT  operating  eight  companl 

"  *iMB^  ow  ned  landfills  and  200  nil 
nicipal  garbage-hauling  col 
tracts  in  areas  affected  by  til 
hurricane.  Employee-own| 
PBS&J,  of  Miami,  works  I 
hazard  mitigation  for  Soul 
Carolina  and  Florida.  Servil 
Corp.  International  of  Houl 
ton  owns  14  funeral  homes  in  the  area;  its  "fatality  managemenl 
unit  is  helping  to  identify  and  handle  victims'  remains. 

Tiny  firms  win,  too.  The  Coast  Guard  called  on  15-person  Gal 
Engineered  Solutions  of  Herndon,  Va.  for  fuel  tanks  and  generatoi 
The  firm  could  sell  $1  million  worth  of  equipment,  a  10%  boost 
sales  this  year. 


KATRINA 


Inbound  Traffic 


Pushing  back  against  the 


crowds  fleeing  New  Orleans,  a  few  clever  folks  believe  the  city's 
real  estate  will  weather  Katrina  quite  nicely  |  By  Stephane  Fitch 

ON  A  COOL  AFTERNOON  IN  MID- 
August,  ten  days  before  New  Orleans 
drowned,  Donald  Trump  glad- 
handed  a  group  of  developers  pay- 
ing him  to  put  his  name  on  their  planned 
$300  million,  70-story  hotel-condo  on  Poy- 
dras  Street  in  downtown.  "Really  nice  guys," 
Trump  says.  "They  wanted  me  to  be  a  part- 
ner. We  made  a  deal." 

On  Friday,  Aug.  26  the  Times- Picayune 
trumpeted  Trump's  deal  on  the  front  page, 


saying  he  "would  bring  glitz  to  the  city 
real  estate  market"  and  convert  a  parkin 
lot  into  the  city's  first  new  skyscraper  in  2 
years.  Buried  on  page  six  of  the  sports  sec 
tion,  a  single  sentence  in  the  "Anglei 
Almanac"  warned  fishermen:  "Tropia 
Storm  Katrina  may  come  into  play." 

In  the  wake  of  the  disaster  Trump 
new  partners  and  some  other  developer 
are  digging  in.  "They're  of  the  opinio] 
that  it's  an  all-go,"  Trump  says.  "Even 
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MONEY    MANAGEMENT    IS    WHAT    WE  DO®. 


The  rest  of  life's  journey  is  all  yours 


rou've  amassed  a  tidy  sum.  A  small  fortune,  some  would  say.  Others  might  call  it 
substantial.  The  point  is,  now  that  you've  earned  your  financial  independence,  what 
vili  you  do  with  it?  As  a  Lehman  Brothers  company,  Neuberger  Berman  believes  it's 
>ur  job  to  keep  watch  over  your  nest  egg,  while  you  determine  how  best  to  spend  it. 
:or  over  60  years,  we've  focused  on  money  management,  uncovering  investment 
>pportunities  that  are  right  for  you.  In  short,  we  can  help  you  realize  your  financial 
joals,  and  whatever  dreams  they  inspire.  Whether  you  have  $1  million  or  $100  million 
o  invest  in  a  customized  portfolio,  call  us  at  877.232.4859,  or  visit  us  at  www.nb.com. 

MONEY    MANAGEMENT    IS    WHAT    WE  DO? 


NEUBERGER  BERMAN 


A  Lehman  Brothers  Company 


Neuberger  Berman,  LLC.  Member  NYSE/NASD/SIPC.  Over  $90  billion  in  assets  under  management  (5/31/05).  ©2005.  All  rights  reserved. 
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wasn't  sure  I  necessarily  agreed,  but  the 
theory  is  that  New  Orleans  becomes  hot- 
ter. We'll  do  a  very  hurricane-proof 
building,  very  modern,  and  do  some- 
thing even  greater.  Hey,  if  you  can  get 
anything  built  when  nobody  else  is 
building,  it  goes  even  faster." 

The  tragedy  of  Katrina  may  turn  out 
to  revitalize  the  long-lagging  property 
market  in  New  Orleans.  Before  the  storm 
18%  of  the  11  million  square  feet  avail- 
able in  the  city  sat  empty,  vacancy  rates 
that  were  five  percentage  points  higher 
than  the  national  average.  Prime  ("class 
A")  space  fetched  $16  per  square  foot 
annually,  compared  with  $21  in  Atlanta 
and  $53  in  midtown  Manhattan.  Samuel 


Zell's  Equity  Office  Properties  Trust 
bailed  out  of  two  huge  downtown  build- 
ings at  a  loss  earlier  this  year.  He  still  owns 
what  some  had  viewed  as  his  best  hold- 
ing, a  shiny  three-building  office  complex 
in  flooded  Metairie;  an  "aggressive 
restoration"  is  planned. 

The  flooding  of  overflow  office  dis- 
tricts in  low-lying  areas  like  Metairie 
could  raise  demand  for  high-and-dry 
high-rises  downtown.  "I  think  the  com- 
mercial core  will  become  very  valuable," 
says  Baton  Rouge  real  estate  lawyer 
Michael  H.  Rubin.  Shaw  Construction, 
Halliburton  and  others  are  likely  to  set  up 
in  the  city,  some  for  the  long  term.  Cush- 
man  &  Wakefield,  the  big  commercial- 


property  broker,  decided  to  open  its 
office  in  the  city  after  the  storm  hit. 

Since  2002  investor  Judah  Hert: 
Santa  Monica,  Calif,  has  paid  $300  r 
lion  for  six  properties  in  the  city,  incll 
ing  Zell's  clunkers.  Hertz's  properties  3 
tained  wind  damage,  but  he  claims  tq 
"very  well  insured." 

His  larger  concern:  Shell  Oil,  wh 
occupies  a  breathtaking  850,000  squ 
feet  in  buildings  near  his,  hasn't  yet  ca 
mitted  to  stay.  "I  was  in  Miami  al 
Andrew  and  in  L.A.  after  the  earthqua 
and  they  both  recovered,"  Hertz  si 
"New  Orleans  has  a  great  soul.  It  1 
recover,  too."  He  even  professes  to  be  rea 
to  buy  more  buildings  downtown. 


KATRINA 


REBOUND 


Silver  Lining 


Disasters  shock  but  rarely  hurt  regional  economies  for  long.  In  the  biggest  U.S.  ones  since  the 
San  Francisco  earthquake  in  1989,  a  full  rebound  was  in  place  in  three  years.  Although  San  Francisca| 
real  estate  was  slower  to  recover,  the  region's  median  home  prices  now  are  the  highest  in  the  nation. 
Here  is  what  happened  to  three  key  indicators,  three  years  after  disaster  struck  Seth  Lubove 


San  Francisco  /  Earthquake  1989 


Per  capita 
income 

♦ 12% 

Total 

employment 

no  change 

Value  of  new 

residential 

construction 

♦44% 


Los  Angeles  /  Earthquake  1994 


Miami  /  Hurricane  Andrew  1992 


Per  capita 
income 

♦  10% 

Total 

employment 

♦  11% 

Value  of  new 

residential 

construction 

♦  33% 


New  York  /Sept.  II,  2001 


AM 


Per  capita 
income 

♦  13% 

Total 

employment 

♦  5% 

Value  of  new 

residential 

construction 

i  58% 


Per  capita 
income 

♦  6% 

Total 

employment 

2% 


Value  of  new 
residential 
construction  Z—L, 


♦  8% 
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REBUILDING 


Port  in  a  Storm  I 


In  its  darkest  hour  New  Orleans  finally 
gets  credit  for  being  the  economic 
force  it  is.  Will  the  money  to  protect  it 
follow?  By  Christopher  Helman 


NAYSAYERS  ARGUE  FOR  LETTING  NEW 
Orleans  sink.  What  they  neglect  to  con- 
sider is  why  the  city  exists  in  the  first 
place.  The  Port  of  New  Orleans  has  heen 
vital  to  world  trade  since  the  French  founded  the  city  in  1718.  After 
fighting  the  Spanish  for  control,  cash-strapped  Napoleon  Bona- 
parte begrudgingly  sold  it  to  Thomas  Jefferson  in  1803.  In  World 
War  II  Cierman  U-boats  stalked  Europe-bound  freighters  in  the 
nearby  (iulf  of  Mexico.  In  the  Cold  War  the  Soviets  debated 
whether  to  nuke  New  York  or  New  Orleans  first.  Today  the  Fort  of 
New  Orleans  is  the  largest  in  the  U.S.  and  fifth-largest  in  the  world. 

It  stretches  87  miles  along  the  Mississippi  River  and  last  year 
handled  200  million  tons  of  imports  and  80  million  tons  of 
exports,  including  60%  of  outgoing  U.S.  foodstuffs.  With  the  port 
crippled,  grain  elevators  and  silos  along  the  Mississippi  are  quickly 
filling  up  and  prices  are  dropping.  Ag  giants  like  ( largill,  with  300 
barges  backed  up  on  the  Mississippi,  are  short  on  options.  The 


The  port,  pre-Katrina:  60%  of  all 
U.S.  food  exports  went  through 
New  Orleans. 


nation  lacks  the  rail  capacity  to  haul  grail 
ports  like  Houston  or  Portland,  and  it  wd 
take  60  tractor  trailers  (and  a  fortune  in  dii 
fuel)  to  move  the  contents  of  just  one  barge. 

Once  traffic  is  restored — it  could  take 
months  or  more  to  get  back  up  to  presto 
levels — the  long-term  fix  for  New  Orleans 
in  the  ancient  coastal  wetlands  that  suck  up 
rain  and  storm  surges  that  periodically  imp 
the  city.  Before  the  French  built  the  first  lev 
250  years  ago,  the  Mississippi  dumped  200  n 
lion  tons  of  silt  a  year  into  the  delta,  con 
tently  fortifying  the  land.  Levees  and  navi| 
tion  channels  now  funnel  silt  past  the  wefiani 
which  have  shrunk  by  2,000  square  miles  in  a  century.  The  si 
rounding  land  sinks  half  an  inch  a  year. 

A  complex  plan  to  reverse  this  dangerous  drainage  and  sa 
New  Orleans  was  penned  in  1998  after  the  near-miss  of  Hur 
cane  Georges  but  never  put  into  action.  One  proposal:  a  set 
giant  movable  gates  to  be  built  on  the  land  separating  La 
Fontchartrain  from  the  Gulf  that  when  closed  could  block  tid 
surges,  and  when  open,  improve  water  flow.  Another  proje 
would  cut  a  new  navigation  channel  into  the  Mississippi  befa 
it  branches  south,  allowing  sediment  to  build  up  in  what's  left 
the  delta.  The  project  was  shelved  in  part  because  its  S14  billio 
cost  seemed  too  high.  A  pittance  compared  with  the  $100 
lion-plus  in  damage  Katrina  did  to  the  city. 


■™4  fema  Emergency  Mismanagement 


The  feds'  slow  response  was  only 
dollars  on  aid  for  those  who  don't 


the  first  gaffe.  Now  the  government  will  likely  waste  millions  of 
need  it  j  By  Elizabeth  MacDonald  and  Matthew  Swibel 


l'HIN  DAYS  OE  KATRINA'S 
devastating  landfall  a  total  $62 


III 

UU  billion  in  disaster  reliel  had 
W  wK  been  cleared  by  the  U.S.  gov- 
ernment, an  uncharacteristically  speedy  re- 
sponse given  the  feds'  sluggish  reaction  to 
the  storm  and  its  aftermath.  The  bad  news: 
A  chunk  of  this  aid  likely  will  be  wasted  on 
the  rich,  the  undeserving  and  the  fraudu- 
lent, if  past  performance  is  any  guide. 

The  Federal  Emergency  Management 
Agency  fell  into  this  trap  after  the  four 
hurricanes  that  hit  Florida  last  fall.  Hurri- 
cane Frances  struck  100  miles  north  of 
Miami,  and  FEMA  lavished  $31  million  on 
12,600  city  residents  who  were  virtually 
unscathed.  It  blew  $9  million  on  rental 
assistance  for  5,000  residents  whose 
homes  were  undamaged;  $720,000  went 
to  228  people  for  TV  sets,  air  conditioners, 
furniture  and  microwaves  based  solely  on 


oral  claims.  FEMA  also  paid  for  315  funer- 
als; only  123  deaths  were  storm-related. 
All  of  this  emerged  in  congressional  testi- 
mony and  audits,  but  former  FEMA  direc- 
tor Michael  Brown  told  Congress  in  May 
the  problems  were  minor. 

Elsewhere,  a  2003  audit  showed  that  the 
Small  Business  Administration  made  $114 
million  in  disaster  relief  loans  available  to 
people  who  didn't  need  them — including 
four  millionaires.  After  9/1 1  the  SBA  lent 


$239  million  to  businesses  in  Oklahomi 
Georgia  and  Pennsylvania,  hundreds  o 
miles  from  Ground  Zero  and  the  Pentagon 
FEMA  lets  the  companies  who  conduc 
the  damage  inspections  do  the  quality 
control  reviews  of  their  own  work.  Ani 
just  3%  of  the  jobs  are  reviewed.  Whethe 
these  4,000  freelance  inspectors  approw 
aid  for  the  undeserving  often  isn't  a  factoi 
in  evaluating  performance.  With  Katrina 
the  problem  could  grow.  Disaster  workers 
use  federal  credit  cards  on-scene 
and  the  Government  Account- 
ability Office  has  found  in  pre- 
vious cases  the  cards  have  been 
used  to  buy  jewelry,  leather 
goods  and  entertainment.  And 
in  Katrina's  wake  the  feds  have 
increased  the  spending  allowed 
on  each  card— from  $15,000  to 
$250,000.  r 
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over  4  billion 


transactions  per  day  for  the  world's  busiest  public  agency. 

At  peak  workloads,  that's  51,448  transactions  per  second  executed  without  a  glitch 
when  CA  software  automates  systems  and  processes.  If  your  enterprise  needs  to  manage 
critical  business  transactions  across  platforms,  around  the  world,  with  this  kind  of  speed 
and  reliability,  call  a  CA  representative  at  1-888-423-1000  or  visit  ca.com/didyouknow. 

Simplify 
Automate 
Secure 


Computer  Associates® 


Computer  Associates  International,  Inc.  (CA).  All  rights  reserved. 


Outfront 

SEARCH  MONSTER 

I'm  Feeling 
Unlucky 

Anybody  who  sells  software,  advertising  or 
telecom  services  has  to  be  worried  about 
Google.  What's  it  going  to  do  with  that 
$7  billion  cash  hoard?  By  David  Whelan 

Roadkill  Watch  


M 


ICROSOFT  BECAME  THE  BLOB  THAT  ATE  THE  PC  SOFT\l 
industry  by  folding  versions  of  competitors'  programs 
I  Windows  and  Office.  It  made  roadkill  of  Borland,  W| 
Perfect,  Novell,  Real  Networks  and  Netscape.  "Microsoft  hasi| 
competitors  in  the  past.  It's  a  good  thing  we  have  museums  to 
ument  this  stuff,"  Bill  Gates  remarked  last  year.  (Creamings 
come  fewer  and  farther  between  of  late.  See  "Microsoft's  Mill 
Crisis"  on  page  88.) 

Now  it  seems  that  Google,  the  "Do-no-evil"  search  le;| 
already  facing  a  backlash  for  being  too  successful,  is  eliciting  cl 
parisons  to  Microsoft  as  it  embarks  on  what  looks  like  a  sim 
roll-up  strategy.  Every  new  product  it  announces  is  touted  asl 
next  "[fill-in-the-blank] -killer."  Will  Internet  museums  docun| 
this  stuff? 


Google's  move:  Offering 
search  over  cell  phones,  and 
maybe  a  new  phone  operat- 
ing system.  Possible 
roadkill:  Microsoft's  CE 
software,  Symbian,  Sun's 
Java,  Qualcomm's  Brew 
system,  Palm. 


with  a  Wi-Fi  company, 
reportedly  building  its  own 
fiber-optic  network. 
Possible  roadkill:  SBC, 
T-Mobile,  Verizon,  Earthlink, 
Time  Warner's  AOL,  Comcast. 


vice.  Possible  roadkill: 
Vonage,  AT&T  CallVantage, 
Skype,  AOL,  Microsoft,  Yahoo. 


Google's  move:  Teaming 


Google's  move:  Google 
Talk,  an  instant-messenger 
and  Internet  telephone  ser- 


Google's  move:  Testing  out 
banner  and  even  print  ads. 
Possible  roadkill:  Double- 
Click,  Omnicom,  Interpublic. 


satellite  maps  with  local 
information.  Possible 
roadkill:  Yellow  Pages, 
Yahoo  Local,  OnStar,  AOL's 
Mapquest. 


Google's  move:  Combining 


Google's  move:  Gmail. 
Possible  roadkill:  IBM's 
Lotus  Notes;  Microsoft's  Ou  I 
look,  Exchange  and  Hotmail  ! 


TAX  FRAUD 

jm  N  APRIL  2002  A  KPMG  EXECU- 
■  tive  sent  an  internal  e-mail  to 
1 33    recipients  reporting, 
I  matter-of-facdy,  that  the  firm 
HI  had  just  given  a  purposely 
incomplete  list  of  tax  shelter  clients 
to  the  Internal  Revenue  Service. 
This  prompted  another  KPMGer  to 
e-mail  vice  chairman  Jeffrey  Stein: 
"Given  the  sensitivity  of  this  situ- 
ation, should  we  be  putting  all  this 
in  print?"  Good  question. 

Stein  and  seven  other  former 
KPMG  tax  advisers  have  pleaded  not 
guilty  to  conspiracy  to  commit  tax 
fraud.  Much  of  the  government's 
case — which  led  KPMG  to  admit  to 
criminal  wrongdoing  and  agree  to 
pay  $456  million — is  built  on  e-mails  that 
would  make  any  defense  lawyer  cringe.  "The 
e-mails  are  smoking  guns,"  says  McAUen, 
Tex  plaintiff  lawyer  Edmundo  O.  Ramirez, 
who  wrested  settlements  for  shelter  clients 


4 


Smoking  E-Mails 

KPMG's  tax  shelters  weren't  too  bright. 
Its  internal  memos  on  the  shelters  were 
really  dim-witted  |  By  Janet  Novack 


out  of  KPMG  after  uncovering  damaging 
e-mails  in  discovery  proceedings. 

Now  Ramirez  and  other  lawyers  repre- 
senting users  of  KPMG's  1998  OPIS  shelter 
have  asked  a  Florida  court  to  sanction  the 


firm  for  "spoliation"  of  evidenl 
They  allege  that  in  June  2000  al 
ployees  improperly  destroyed  elll 
tronic  and  hard  copies  of  800  e-mj 
relating  to  OPIS.  Surviving  e-mail 
they  note,  indicate  the  docunul 
purge  was  done  in  "contemplatil 
of  future  IRS  controversy  and  litijl 
tion."  In  a  statement,  KPMG  said  a  I 
e-mail  deletion  was  done  before  1 1 
IRS  had  issued  it  summonses 
investor  lawsuits  had  been  filed  ail 
was  "consistent  with"  its  documei 
retention  policy. 

The  law  is  "up  in  the  air"  abo 
whether  and  when  a  civil  defenda 
who  hasn't  yet  been  sued,  but  h 
reason  to  think  he  might  be,  a 
delete  e-mails,  observes  Blank  Rome  pai 
ner  D.  Christopher  Ohly.  But  given  the  d 
Acuity  of  deleting  all  copies  anyway,  wan 
the  former  prosecutor,  "anyone  in  bus 
ness  ought  to  understand  that  once  tt 
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It's  time  for 
street  corner 


offices. 
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le,  Internet,  and  real-time  wireless  access  to  Microsoft*  Outlook  email,*  contacts,  calendar,  tasks  and  notes.  And  with 
the-air  deployment,  enterprise-class  security,  and  device  management,  everybody's  job  will  be  easier.  Get  it  all  from  Cingular 
he  nation's  largest  digital  wireless  voice  and  data  network.  www.Cingular.com/GoodlinkTreoPromo  It's  time  for  TreO. 


From  9/1  through  10/31,  get  a  FREE  GoodLink  Server 
V  V*  i  nn  ll  1 3  r  &  SuPPort  Starter  Pak  and  FREETreo  650  business 

GOOCI      A  C I  M  y  U I  d  I  accessory  kits.  A  minimum  $2800  value/ 

raising  the  barT.ull  To  tegt  drjve  rjsk  free  for  30  days ,  cal|  your  Cingu)ar 

Business  Representative  or  1-800-363-1351. 


Ls  service  plan  required  Email  and  web  require  wireless  data  services  and  additional  charges  apply.  Coverage  not  available  everywhere  'Offer  good  with  the  purchase  of  10  or  more  Treo  650 
hones  from  Cingular.  While  supplies  last.  'Trial  includes  up  to  5  Treo  650  smartphones,  the  GoodLink  server,  the  client  software  and  the  service  plan.  Prepayment  required  for  Treo  650  smartphones 
>r  trial.  Offer  not  available  in  Cingular  Wireless  stores  or  independent  agent  stores.  Other  conditions  and  restrictions  apply.  Screen  image  simulated.  ©2005  Palm,  Inc.  All  rights  reserved.  Palm 
io  are  among  the  trademarks  or  registered  trademarks  owned  by  or  licensed  to  Palm,  Inc.  Cingular,  the  "Graphic  Icon"  design,  and  "raising  the  bar"  are  either  trademarks  or  registered  trademarks 
ular  Wireless  LLC.  Good,  Good  Technology,  the  Good  logo,  and  GoodLink  are  trademarks  or  registered  trademarks  of  Good  Technology,  Inc.  All  other  marks  are  property  of  their  respective  owners. 


Quifront 


'send'  button  is  pressed,  your  words  can 
come  back  on  you.  E-mails  are  power- 
fi.il  evidence  of  one's  state  of  mind." 

In  the  KPMG  criminal  case,  various 
messages  seem  to  show  higher-ups 
overriding  internal  objections  that  its  shel- 
ters didn't  work,  concluding  potential  prof- 
its outweighed  the  risk  of  penalties  for  flout- 
ing IRS  rules  and  blithely  contradicting 
representations  made  in  legal  documents 
supporting  the  shelters.  Incredibly,  even  after 
the  IRS  began  investigating  KPMG  as  a  shel- 


Plaintiff  lawyers  contend  KPMG  purged 

800  e-mails  inviilving^tax5heli 


ter  promoter — and  after  Arthur  Andersen's 
indictment  made  clear  the  risk  of  destroying 
documents  when  the  government  is 
investigating — partners  hit  "send." 

So  why  would  savvy  professionals  (five 
of  the  indicted  former  KPMGers  are 
lawyers),  knowing  they  were  skating  close 


to  the  line,  write  such  damaging  stuff? 
York  Law  School  professor  Tanina  Rosi 
who  has  studied  KPMG's  shelter  busir 
chalks  it  up  to  a  sense  of  "invincibility" 
was  part  of  the  culture.  "They  just  thou 
they  were  smarter  than  the  IRS  and  wc 
never  get  caught,"  she  says. 


AT  WORK 

No  Employee 
Left  Behind 

Bosses  now  want  workers  to  be 
"engaged"  with  their  companies. 
What's  that  mean?  Plenty  of  money 
for  consultants !  By  Luisa  Kroll 

IT  USED  TO  BE  YOU  WERE  A  GOOD  COMPANY  IF 
your  employees  scored  high  on  job  satisfac- 
tion. Now  that's  not  good  enough — they  have 
to  be  "engaged"  with  their  jobs.  Meaning: 
willing  to  go  above  and  beyond  what  is  expected. 

The  Gallup  Organization  has  made  engage- 
ment into  a  profit  center.  The  pollster's  engage- 
ment surveys  and  consulting  fees  represent  25% 
of  its  $240  million  (estimated  2005)  revenues,  up  from  1%  five 
years  ago.  In  the  past  three  years  Gallup  has  surveyed  4.5  million 
employees  at  322  organizations,  among  them  Qwest,  Stryker 
and  HCA. 

Gallup's  survey  asks  employees  to  respond  on  a  scale  of  one 
to  five  to  a  dozen  statements  designed  to  measure  their  engage- 
ment, including:  "I  know  what  is  expected  of  me  at  work."  "I 
have  a  best  friend  at  work."  "In  the  last  seven  days,  I  have 
received  recognition  or  praise  for  doing  good  work." 

Stryker,  the  orthopedic-device  maker,  says  it's  so  committed 
to  the  idea  that  engagement  scores  are  considered  in  giving  pro- 
motions to  managers.  Hospital  chain  HCA,  dismayed  by  its  low 
engagement  score  a  few  years  ago,  dispatched  Gallup  consultants 
to  hospitals  to  train  managers  on  how  to  better  communicate  its 
mission.  Where  a  hospital  scored  low,  for  instance,  on  the  ques- 
tion of  having  a  best  friend,  managers  were  encouraged  to  pro- 
vide more  opportunities  for  employee  interaction.  "We  really 
worked  on  building  that  sense  of  belonging,"  says  HCA  Assistant 
Vice  President  Elrov  Schuler. 


Gallup's  honeypot  has  attracted  a  swarm  of  competitoi 
among  them  Development  Dimensions  International,  Hew 
Associates  and  International  Survey  Research.  In  January  a  fir 
called  AlphaMeasure  set  up  shop  to  help  companies  make  th« 
own  Web-based  employee  engagement  surveys;  it  has  signed  i 
297  organizations.  Firms  typically  charge  between  $5  and 
per  employee  to  conduct  surveys  and,  of  course,  an  addition 
fee  for  consulting  to  boost  engagement  should  a  compar 
score  badly. 

Skeptics  abound.  "It's  creative  repackaging  of  stuff  that 
been  around  for  a  long  time — one  of  the  most  successful  ma 
keting  efforts  of  the  last  decade  started  by  Gallup,"  sa] 
Edward  Lawler,  professor  of  management  and  organizatio 
at  the  University  of  Southern  California's  Marshall  School « 
Business. 

"This  stuff  makes  a  lot  of  consultants  very  rich  and  help 
authors  get  published,"  says  IBM's  head  of  personnel,  Randa 
MacDonald.  "Soon  we'll  be  talking  about  marrying  all  thos 
employees  to  whom  we're  engaged." 
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want 
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know 


The  Importance  of  Information 


There's  a  better 
way  to  make 
health  care  decisions, 

People  look  to  a  number  of  sources 
to  help  them  make  their  health  care 
choices.  Some  are  better  than  others. 
At  Aetna,  we  provide  our  members 
with  the  information  they  need  to 
make  better  decisions.  And  that  can 
help  make  your  workforce  healthier 
and  more  productive.  Make  a  smart 
decision  now  and  ask  your  broker 
about  Aetna  insurance  plans,  or  visit 
us  at  aetna.com. 
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Wall  Street's  "bad-boy"  broker 
Ross  Mandell  is  back  with 
a  flair—pushing  stock 
and  courting  politicians. 

By  David  Serchuk 

m*\  MARCH  1996  THE  WALL 

I  Street  Journal  ran  a  front- 
I  page  story  about  an  itiner- 
I  ant  stockbroker  named  Ross 
H  Mandell.  The  story  noted 
that  despite  numerous  customer 
complaints,  job  terminations 
and  a  six-week  suspension  by 
the  New  York  Stock  Exchange  in 
1995  for  unauthorized  customer 
trading,  Mandell  was  still  in  the 
securities  business.  Mandell, 
while  denying  the  problems, 
blamed  his  troubles  on  a  cocaine 
addiction  from  which  he  was 
recovered. 

Not  quite  a  decade  later 
Mandell,  48,  seems  to  be  thriv- 
ing on  Wall  Street,  running  a 
publicly  traded  firm  called  Sky 
Capital  Holdings,  which  includes 
brokerages  here  and  in  the  U.K. 
He  is  also  chief  executive  of  an- 
other publicly  traded  firm,  Sky 
Capital  Enterprises,  which  in- 
cludes a  British  publisher,  a  med- 
ical device  company  and  a  firm 
that  invests  in  homeland  security 
businesses.  Mandell's  combined 
stake  in  the  public  firms  is  worth 
some  $45  million; 

Despite  Mandell's  checkered  record,  his 
companies  have  attracted  a  slew  of  illustri- 
ous former  politicians  and  government  of- 
ficials to  advise  and  sit  on  their  boards. 
Among  them:  Former  House  Majority 
Leader  Richard  K.  Armey;  L.  Paul  Bremer 
III,  former  presidential  envoy  to  Iraq;  and 
former  Senator  Larry  L.  Pressler.  Mandell 


and  his  employees  are  also  contributors  to 
politicians,  including  Eliot  Spitzer. 

Is  Ross  Mandell  a  changed  man? 
Pressler,  a  Republican  from  South 
Dakota,  thinks  so.  "I've  come  to  know 
Ross  Mandell  personally,"  he  says.  "I  con- 
cede that  in  the  1990s  he  made  some 
mistakes,  but  I  believe  in  second  chances 
for  people.  He's  an  entrepreneur  and  a 
businessman,  honest  and  good." 

In  an  e-mail  exchange,  Mandell  says 
that  "it's  true  that  up  until  late  1990  I  was 
probably  one  of  the  'bad  boys'  of  Wall 
Street."  But  he  says  he's  gotten  sober  and 
rebuilt  his  life.  "I  know  there  are  some  peo- 
ple who  refuse  to  believe  that  a  leopard  can 


Once  suspended  by  the  NYSE,  Mandell  is  now  chief  of  two  companies. 

change  its  spots,"  he  says.  "But  Fitzgerald 
was  wrong.  There  are  second  acts  in  Amer- 
ican lives,  and  I  think  I'm  one  of  them." 

Mandell  protects  his  new  image  fiercely. 
In  August  he  filed  a  $29.4  million  libel  suit 
against  London-headquartered  Citywire 
Financial  Publishers  over  three  articles  on 
its  Web  site.  Lawrence  Lever,  Citywire's 


executive  chairman,  declined  comment 
Mandell's  past  record  was  testament 
how  troubled  brokers  could  stay  in  t 
industry.  From  1983  through  this  y< 
Mandell  has  worked  at  14  brokerages  a 
owned  or  partially  owned  2  of  them.  Twe 
of  them  ultimately  went  out  of  business 
were  taken  over,  many  amid  a  swirl  of  r( 
ulatory  and  investor  complaints,  includi 
D.H.  Blair  and  D.  Blech  &  Co.  According 
Mandell's  employment  record,  on  file  at  tj 
NASD,  through  the  mid-1990s  he  and  1 
employers  paid  $400,000  in  ten  arbitratii 
awards  and  settlements  to  customers, 
which  he  and  the  firms  were  accused 
doing  unauthorized  trading,  among  oth 
things.  NASD  records  show  Ma] 
dell  agreed  to  pay  $100,000 
that  total  (he  claims  it  was  less 
Mandell  says  the  recent  ove 
sight  he's  been  subjected  to  by  ti 
NASD  and  the  Securities  &  E 
change  Commission  "shows  th 
the  system  is  working."  He  adc 
"If  you  carefully  examine  n 
record  since  my  sobriety,  you 
find  that  it  compares  favorab 
with  the  most  reputable  broke 
and  bankers  on  Wall  Street." 

Mandell  started  Sky  Capit 
Holdings  in  2001 ,  taking  it  pub] 
on  the  London  Alternative  Ii 
vestment  Market  in  July  200: 
Pressler  is  a  board  member  of  Sk 
Capital  Holdings,  as  was  Matthej 
Carrington,  a  former  member 
the  British  Parliament,  who  sat  o 
the  board  through  October  200 
In  all,  1 75  people  work  for  the 
companies,  at  offices  in  Ne^j 
York,  Red  Bank,  N.J.,  Boca  Ratori 
Fla.  and  London.  For  the  fisal 
year  ended  March  2004,  Sky  Cap) 
ital  Holdings  lost  $33  million 
revenue  of  $26  million.  For  th 
six  months  following  the  com 
pany  lost  $9.7  million,  the  lasi 
period  that  financial  results  are  available. 

In  2002  and  2003  Mandell  formed  Skj 
Capital  Enterprises  and  then  took  it  publid 
in  March  2004.  In  the  fiscal  year  endeq 
June  2004,  this  company  lost  $6. 1  millioii 
on  revenue  of  $630,000.  The  next  sbj 
months  saw  losses  of  $2.7  million. 

In  early  2003  Mandell,  Sky  Capital 
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Qu  front 


Enterprises  and  C.  Thomas 
McMillen,  a  former  Demo- 
cratic congressman  from 
Maryland,  founded  Global 
Secure,  which  today  owns  a 
handful  of  homeland  security 
companies,  including  one  that 
makes  gas  masks. 

McMillen  headed  Global  Secure  from 
its  founding  through  February  2004,  when, 
he  said,  he  left  in  part  because  of  "philo- 
sophical differences."  (McMillen  still  owns 
12%  of  the  stock.)  He  had  recruited  mem- 
bers of  the  advisory  board,  including  Dick 
Armey,  ex-New  York  City  police  chief 
Howard  Safir  and  Stansfield  Turner,  ex- 
director  of  the  Central  Intelligence  Agency, 
who  has  since  left.  Armey  says  he  has  never 
heard  of  Mandell,  although  the  two  were 
listed  on  the  same  page  of  Global  Secure's 
Web  site  for  months.  Safir  says  he  never 
interacted  with  Mandell.  Paul  Bremer,  a 
recent  addition,  declined  comment. 


Mandell's  stake  in  the  two  public 
companies  is  worth  some 

$45  million.  

In  August  Global  Secure  filed  for  an 
initial  public  offering,  listing  revenue  of 
$6.7  million  and  losses  of  $3.3  million  for 
the  nine  months  ended  Mar.  31,  2005.  Its 
registration  statement  shows  Mandell  as 
its  biggest  shareholder,  with  a  30%  stake, 
and  cautions  that  following  the  offering 
Mandell  could  exert  substantial  influence 
at  the  firm  and  might  act  in  his  own 
interest,  not  that  of  other  stockholders. 

In  2003  Mandell  and  20  Sky  employees 
donated  a  combined  $49,000  to  the  Lead- 
ership PAC  2004,  a  political  action  commit- 
tee affiliated  with  Sarbox-famed  Michael 
Oxley  (R-Ohio),  chairman  of  the  House 
Committee  on  Financial  Services.  Seven  of 


the  donors,  including  Mar) 
dell,  had  either  at  least  oil 
regulatory  violation  or  mult] 
pie  customer  complaints  oi 
their  records.  Mandell  als 
contributed  $10,000  to  Spitzo 
in  2004.  Sky  companies  am 
employees  chipped  in  another  $25,000. 

For  a  decade  Mandell  has  steered  clea 
of  regulatory  trouble.  In  a  private  action 
filed  in  October  2003  in  federal  bankruptc 
court  in  New  York,  the  bankruptcy  truste 
for  a  business  called  Ticketplanet.cor 
sought  to  recover  money  from  Mandell  an 
others,  alleging  they  seized  the  firm's  asset 
while  avoiding  its  liabilities.  Mandell  denie 
the  charges.  The  parties  have  reached  a  ten 
tative  settlement,  which  Mandell's  attorna 
says  involves  no  payment  from  Mandell. 

Mandell  insists  he  be  judged  by  his  sec 
ond  act.  Says  he,  "Lots  of  people  have 
'past' — including  the  President  of  th| 
United  States." 


HEDGE  FUNDS 

Running 
The 

Gauntlet 


The  latest  hedge  fund  collapse,  involving  Bayou  Management, 
exposed  the  myriad  conflicts  of  interest  bedeviling  the  indus- 
try. As  much  as  $340  million  of  the  now-closed  $440  million 
fund  is  missing;  the  FBI  has  launched  an  investigation.  One 
conflict:  Bayou's  chief  financial  officer  was  a  principal  in  its 
auditing  firm.  While  the  companies  cited  disclose  conflicts, 
they  often  do  so  in  fine  print.  Here's  what  to  look  out  for. 


ADVISERS  DRUM  UP 
MONEY  FOR  HEDGE 
FUNDS 

Conflict:  They  may 
have  a  piece  of  the 
action.  Example: 
Asset  Alliance  advised 
clients  to  invest  in  Bea- 
con Hill  Fund,  of  which 
it  owned  half  the  man- 
agement firm.  Facing 
steep  losses  and  SEC 
charges,  Beacon  Hill 
shut  down  in  2002. 


FUNDS  OF  FUNDS 
SELL  BASKETS  OF 
GE  FUNDS 

ctrThey  may 
om  luring 


assets  to  funds  they 
partly  own.  Example: 
Fund-of-funds  operator 
Man  Group  owns  25% 
of  the  manager  of 
hedge  fund  BlueCrest,  . 
one  of  its  subcon- 
tracted managers. 

PRIME  BROKERS 
CLEAR  TRADES,  LEND 
SECURITIES 
Conflict; They  may 
introduce  investors  to 
hedge  funds  that  gener- 
ate high  brokerage  fees 
but  low  returns.  Exam- 
ple: Merrill  Lynch,  UBS 
host  events  introducing 
client  funds  to  investors. 


FUND-OWNED 
BROKERAGES  CLEAR 
TRADES  FOR  OWN 
HEDGE  FUNDS 
Conflict:  Incentive  to 
churn.  Example: 
Bayou  reportedly  spent 
10%  of  2003  assets 
trading  via  sister 
brokerage. 

IN-HOUSE  ASSESSORS 
VALUE  SECURITIES 
Conflict:  Fund  man- 
agers are  tempted  to 
exaggerate  profits 
because  they  are  paid 
more  as  reported 
values  rise.  Example: 
Kenneth  Lipper's  funds 


liquidated  after 
inflating  values  by 
hundreds  of  millions 
of  dollars. 

SCOREKEEPERS 
PRODUCE  HEDGE 
FUND  INDEXES 
Conflict:  They  run  their 
own  hedge  funds. 
Example:  Oppenheimer 
Acquisition  Corp. 
owns  Tremont 
hedge  funds  and 
part  of  CSFB/Tremont 
Hedge  Fund 
Index. 

— Neil  Weinberg, 
Bernard  Condon  and 
Peter  Lattman 


•005  A.G.  Edwards  &  Sons.  Inc.  Member  SIPC 


YOU  CAN'T  RIDE  OFF  INTO  THE  SUNSET  IF  YOUR  NEST  EGG 
WON'T  CARRY  YOU.  We're  big  believers  in  a  long-term  retirement  plan  based  on  objective 
financial  advice.  And  in  having  a  financial  consultant  who  can  help  you  every  step  of  the  way.  To  see  if  your 
nest  egg  could  benefit  from  a  little  Midwestern  horse  sense,  visit  agedwards.com  or  call  866-379-4243. 


A.G.EDWARDS. 

FULLY  INVESTED  IN  OUR  CLIENTS.- 


We're  bringing  customer  service  back  to  shipping.  With  people  who  understand  your  business.  People 
who  call  you  back.  People  who  help  you  out  when  you  have  a  problem.  Call  us  at  1-800-CALL  DHL. 
And  we'll  show  you  how  we're  changing  the  way  the  shipping  business  does  business. 


www.dhl.com 


S  GADGETS  GO,  THE  T-AMP  WAS 
nothing  to  brag  about,  just  a 
$39  battery-powered  amplifier 
that  hooks  up  to  chintzy  card- 
board speakers.  A  firm  called 
nic  Impact  Technologies  introduced  it 
no  acclaim  in  2003.  Then  orders  sud- 
nly  took  off  last  fall,  surging  from  a 
ndred  to  a  thousand  units  a  week, 
chard  Bracke  couldn't  figure  out  why. 
:  and  his  partners  at  Sonic  Impact  had 


created  the  T-Amp  as  a  toy,  an  AA-bat- 
tery-powered  plaything  for  kids  at 
the  beach. 

He  called  a  customer  and  learned  that 
audiophiles  were  raving  about  the  T-Amp 
on  the  Internet,  claiming  this  tiny  plastic 
wedge  produced  music  as  sweet-sound- 
ing as  amplifiers  costing  thousands  of 
dollars.  The  customer  had  "hooked  it  up 
to  an  $18,000  pair  of  speakers  and  a 
$6,000  CD  player,"  Bracke  says.  A  reviewer 


on  a  Web  site  in  Italy  called  the  T-Amp 
the  most  amazing  product  in  25  years. 
And  an  online  cottage  industry  had 
sprung  up  around  the  T-Amp,  with  com- 
panies such  as  Red  Wine  Audio,  in 
Auburn,  Mass.,  stuffing  the  electronic 
guts  of  the  plastic  amps  into  sleek  metal 
cases  and  selling  them  for  up  to  $1,200. 

Bracke  was  stunned.  Nobody  at  Sonic 
Impact  had  considered  the  T-Amp  to  be 
anything  special.  Its  sound  turns  ragged 
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technology 


at  high  volumes,  and  it  comes  with  low- 
quality  plugs  and  speaker  connectors.  But 
the  online  hype  has  emboldened  Sonic 
Impact  to  come  out  with  a  line  of  pricier 
home  audio  gear  based  on  the  T-Amp. 

Sales  at  the  privately  held  firm  almost 
quadrupled  to  $5.5  million  last  year, 
driven  by  a  squarish  pair  of  fiat-panel 


equals  louder  sound).  Tripath's  chip  am- 
plifies signals  by  pulsing  power  on  and  off 
like  a  light  switch  (longer  pulses  result  in 
louder  sound).  These  so-called  Class  D  am- 
plifiers are  more  efficient  than  traditional 
models  because  they  are  always  either  at 
maximum  voltage  or  off,  nothing  in  be- 
tween, so  they  waste  less  energy  and  pro- 


speakers  that  hook  up  to  a  laptop 
or  an  MP3  player.  This  year  Sonic 
Impact  hopes  to  exceed  $25  mil- 
lion in  sales,  with  the  debut  of  the 
i-Fusion,  a  new  speaker-cum-car- 
rying-case  for  Apple's  iPod.  The 
T-Amp  will  deliver  a  mere 
$250,000  this  year  but  has  gener- 
ated far  more  value  in  stirring 
scads  of  good  PR. 

"The  T-Amp  has  created  this 
little  whirlwind  for  us,  a  sort  of 
underground  buzz,"  Bracke  says. 

A  fortuitous  meeting,  a  break- 
through microchip  and  a  love  of 
outsourcing  had  a  lot  to  do  with 
it.  Bracke  was  working  as  a  body- 
guard and  chef  in  2000  when  he 
met  Robert  Cotton  and  Mark 
Zickel,  partners  in  another  busi- 
ness called  Omni  Swings-n- 
Things,  which  makes  $60  ham- 
mocks sold  on  Amazon.com. 

None  of  them  had  engineer- 
ing backgrounds,  but  they  recog- 
nized that  portable  audio  was 
going  to  boom  yet  again  and 
wanted  to  go  after  it.  Zickel  and 
Cotton  put  up  $500,000,  and  by 
2001  their  first  product,  a  set  of 
speakers  using  flat-panel  technol- 
ogy developed  by  NXT,  a  British 
company,  had  become  a  huge  hit 
with  laptop  computer  owners. 
Over  the  next  two  years  Sonic 
Impact  introduced  new  versions 
of  the  speakers  (the  SI-5)  and  an 
FM  transmitter  that  beams  music 
from  a  portable  player  to  a  stereo. 

In  2003  engineers  at  chip-  1 
maker  Tripath  Technology  of  San  Jose, 
Calif,  showed  Cotton  a  tiny  amplifier 
with  an  innovative  chip  used  to  power 
speakers  in  plasma  TV  sets  made  by  Sam- 
sung, Sanyo  and  Sharp. 

Typical  amplifiers  boost  audio  signals 
by  varying  the  voltage  (higher  voltage 


Sonic  Boom 


Italian  audiophile  Lucio  Cadeddu  gushed  about  the 
T-Amp  on  his  Web  site  TNT-Audio,  saying  its  sound 
rivals  that  of  his  "reference"  amplifiers  from  Nairn  Audio 
and  Mark  Levinson.  Cadeddu  calls  it  "the  most  insane 
piece  of  equipment  I  have  ever  come  across  in  25  years 
of  hi-fi  addiction."  Here's  how  the  T-Amp  compares  with 
a  1980s  Nairn  classic  that  Cadeddu  reviewed  in  2003. 


T-AMP 

NAIM  NAIT 1 



OUTPUT  POWER 

15  watts 

15  watts 

SOURCE  INPUTS 

One 

Three 

BODY  CASING 

Plastic 

Aluminum 

PRICE 

$39 

$450  (used) 

The  T-Amp's 
so  cheap  you'll 
have  cash  left 
over  for  $350 
Bose  speakers 


duce  less  heat.  The  downside  is  that  typi- 
cal Class  D  amps  produce  more  distortion, 
so  usually  they  are  relegated  to  subwoofers, 
which  produce  thumping  bass  that  sounds 
fine  despite  modest  distortion. 

But  Tripath's  founder,  Adya  Tripathi, 
figured  out  a  way  to  make  a  digital  ampli- 


fier that  produces  very  little  distortiod 
Tripathi,  a  Ph.D.  in  electrical  engineeriri 
and  a  veteran  of  National  Semiconductor 
Advanced  Micro  Devices  and  IBM,  founi 
that  part  of  the  trick  involves  pulsing  oj 
and  off  at  far  higher  rates — millions 
times  per  second  instead  of  100,000  pq 
second  for  Class  D  designs.  Tripath! 
higher  pulse  rate  creates  moi| 
chances  to  offset  signal  distortiol 
by  applying  feedback.  Tripath  cal] 
its  design  Class  T  amplification. 

For  the  folks  at  Sonic  Impac 
the  beauty  of  the  Tripath  amplifu 
was  that  it  could  be  powered  by  Aj 
batteries  and  most  of  the  engineei 
ing  had  already  been  done  by  Tri 
path,  which  provided  designs  fd 
the  circuit  board  that  goes  with  i1 
Sonic  Impact  outsourced  design  c 
the  case  and  a  few  engineerin 
tweaks  and  manufacturing  to  part 
ners  in  China. 

The  T-Amp  uses  Tripath's  low 
est-end  chip,  the  model  202^ 
which  puts  out  15  watts  of  powe 
and  costs  $3;  its  most  powerfu 
chip  puts  out  500  watts,  costs  $4 
and  is  found  in  high-end  sterel 
gear  costing  thousands  of  dollars 
Other  than  power,  there  isn't  mud 
difference;  the  chips  all  use  th 
same  basic  technology. 

The  $39  plastic  T-Amp  hit  th 
market  in  September  2003.  With! 
six  months  audiophiles  begai 
buzzing  about  it  on  the  Web,  ara 
orders  started  rising.  Sonic  Impac 
now  cranks  out  4,000  T-Amps 
month.  New  models  are  comini 
out,  including  one  with  the  sami 
chip  as  the  plastic  T-Amp  bu| 
boasting  a  metal  case  and  heavy) 
duty  speaker  connectors  for  S139( 
followed  next  year  by  a  50-wal| 
version  that  will  cost  $349. 

The  self-funded  company  ha. 
been  profitable  since  2003,  in  par) 
because  it  has  only  five  employees.  Bracfc| 
and  his  partners  know  the  T-Amp  craaj 
won't  last.  Anyone  can  lay  their  hands  or 
Tripath's  chips  and  rush  out  a  knock-ofj 
So  they  are  playing  it  safe,  still  building 
only  2,000  T-Amps  every  two  weeks.  "Jui 
in  case,"  Bracke  savs.  F 
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Unaltered  by  time,  preserved  by  tradition. 

Cherished  by  generations. 


Sea  Island  Resorts. 


SEA  ISLAND 

RESORTS 


We  invite  you  to  experience  genuine  Southern  hospitality, 
breathtaking  natural  beauty,  the  warmth  of  close  relationships 
and  wealth  of  recreational  opportunities  in  the  extraordinary, 
private  world  that  is  Sea  Island.  Celebrate  the  rebirth  ol  a  grand 
icon,  the  new  Cloister  at  Sea  Island,  debuting  March  2006. 


1.800.SEA  ISLAND  scaisland.com 


We  can  help  your  business  get  cooking — by  attracting  new  customers  with  better 
search  engine  results,  online  directory  listings  and  online  banner  ads.  Call  or  visit 
us  to  learn  more,  and  to  find  out  all  the  ways  we  can  help  take  your  business  farther. 


Easy  Build-lt-Myself  Web  Site" 
Do- It- For- Me  Web  Site  Design™ 
Real-Person  Customer  Service™ 
Personalized  E-mail 
>Online  Sales  &  Marketing  Tools 


Call  or  click:  1.866.455.2005  www.networksolutions.com 


NetworkSolutions 


Go  Farther  ^ 


Entrepreneur 


FLIPPERS 


Diamonds  in  the  Rough 


omeVestors  looks  for  dumps  it  can  buy,  fix  quickly  and  flip  |  By  Christopher  Steiner 


IT  WAS  DISGUSTING,"  SAYS  ALAN 
Washer.  Grime  coated  the  walls  of 
the  1,600-square-foot,  four-bed- 
room home;  the  musty  air  reeked  of 
a  cat  colony  that  had  played  havoc 
with  the  wood  floors.  But  one  man's 
wreck  is  another  guy's  riches.  Washer 
bought  the  house,  in  the  leafy 
Chicago  suburb  of  Oak  Park,  for 
$225,000  in  July,  spending  an  addi- 
tional $5,000  to  haul  away  heaps  of 
rubbish  left  inside.  Fixed  up,  he  fig- 
ured, it  was  worth  $430,000.  But  two 
weeks  after  he  closed  on  the  place — 
and  before  he  could  refinish  the  floors 
or  replace  a  rotting  soffit  or  the  old 
roof — Washer  got  a  call  from  some- 
one offering  $315,000.  He  took  it. 

Just  another  quick  flip  for 
Washer,  who  has  bought  4 1  houses 
so  far  this  year  and  sold  30  of  them. 
Most  of  his  leads  come  from 
HomeVestors  of  America,  a  Dallas 
franchise  whose  motto  is  "Ugly's 
OK."  Not  every  sale  is  as  profitable. 
"I  wish  they  were  all  like  that," 
Washer  laughs.  So  does  John  P. 
Hayes,  HomeVestors'  chief  execu- 
tive, because  the  more  houses  his 
franchisees  buy,  the  more  the  home 
office  collects.  The  company  has  rid- 
den a  gushing  real  estate  market 
from  40  franchisees  in  2000  to  252 


"I'll  take  it!" 
HomeVestors 
Chief  Executive 
John  Hayes. 
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in  29  states  today.  Acting  on  160,000  or  so 
leads,  franchisees  will  buy  8,000  homes 
this  year,  holding  them  an  average  of  six 
months.  A  good  business  for  Hayes:  Last 
year  HomeVestors  netted  $1.4  million  on 
$27  million  in  revenue. 

This  little  phenom  launched  in  the  late 
1980s  when  real  estate  agent  Kenneth 
D'Angelo  started  flipping  houses.  By  the 
mid-1990s  he  was  recycling  150  houses  a 
year  in  the  Dallas  area,  drawing  sellers  with 
his  ubiquitous  "We  Buy  Ugly  Houses"  bill- 
boards. He  found  his 
first  franchisee  in  1996. 
Late  last  year  he  was 
diagnosed  with  bile 
duct  cancer.  From  his 
hospital  bed,  shortly 
before  dying,  D'Angelo 
asked  Hayes,  then  a 
consultant  to  Home- 
Vestors, to  take  over. 

A  former  com- 
munications profes- 
sor at  Temple  Univer- 
sity, Hayes  fell  into 
the  business  after 
writing  a  primer, 
Franchising:  The  In- 
side Story,  which  won 
him  gigs  advising  the 
likes  of  Subway, 
Aamco  and  cleaning 
service  Jani-King. 
Hayes  says  he  is  mak- 
ing less  today — 
$200,000  a  year— than 
he  did  as  a  consultant. 
But  he  does  have 
options  on  210,000 
private  company  shares  that  vest  in  the 
next  two  years.  "The  payoff,"  he  says,  "is 
still  ahead." 

It  is  for  most  new  franchisees,  too. 
Before  paying  a  one-time  fee  of  $46,000 
to  HomeVestors,  applicants  must  have  net 
assets  of  at  least  $200,000  in  cash  and  cash 
equivalents.  They  also  fork  over  $950  per 
property  bought  (including  $175  for 
advertising)  plus  a  $450  monthly  fee, 
which  goes  toward  national  operations. 
But  if  you  want  ad  support  on  your  home 
turf — each  territory  has  an  average  popu- 
lation of  200,000  to  250,000— you've  got 
to  shell  out  a  minimum  of  $2,500  a 


By  the  Numbers 


The  number  of  U.S. 
billboards  commandeered  by 
HomeVestors'  "Ugly"  ad  campaign 
in  a  given  month. 

National  increase  in  the 
number  of  single-family  homes 
sold  in  2004  compared  with 
1996,  the  year  HomeVestors 
started  franchising. 

Cost  of  Alan 
Washer's  garish  yellow  Ford  F-150 
festooned  with  images  of  "Ug," 
the  company's  caveman  mascot. 

Sources:  HomeVestors;  National  Association  of 
Realtors. 


month.  Washer  pays  $20,000  a  month  for 
HomeVestors  billboards,  buildings, 
benches  and  bus  shelters;  because  he 
picks  up  25%  of  the  tab  for  the  ten  fran- 
chisees in  the  Chicago  area,  he  gets  one- 
quarter  of  the  leads,  which  come  through 
an  800  number  posted  on  the  ads.  An 
automated  system  assigns  those  leads  to  a 
list  of  franchisees  ranked  according  to 
their  advertising-dollar  contributions. 

The  hefty  fees  buy  some  useful  train- 
ing. That's  Hayes'  forte;  he  was  behind 
expanding  the  pro- 
gram from  one  to  two 
weeks.  First  thing  the 
neophytes  learn  is  how 
to  spot  a  dump  that 
could  be  a  diamond. 
Look  for  unkempt 
yards,  boarded-up 
windows,  peeling 
paint  and  abandoned 
homes.  Use  the  tax 
rolls  to  track  down 
owners  of  neglected 
properties.  They  might 
be  relatives  in  another 
state  who  inherited  a 
place,  out-of-work 
folks  about  to  be  fore- 
closed on  or  just  peo- 
ple tired  of  kicking 
around  in  a  mess. 

Next  lesson:  how 
much  to  pay.  Fran- 
chisees are  taught  how 
to  scour  a  multiple- 
listing  service  for  simi- 
lar sales  in  the  last  year 
within  a  quarter-mile 
radius.  They  learn  how  to  take  a  home's 
condition  into  account  to  determine 
potential  market  value  of  the  repaired 
home.  (Guys  like  Washer,  a  six-year  vet- 
eran, often  have  a  full-time  staffer  to  help 
nail  down  market  values.)  The  goal  is  to 
make  an  offer  of  55%  to  65%  of  that 
value,  less  renovation  costs.  Some  repairs 
are  vital  (replacing  broken  furnaces,  pipes, 
leaky  roofs),  others  cosmetic  (paint,  new 
countertops  and  cabinets,  cheap  landscap- 
ing). There  are  occasional  bonuses  that 
come  with  cleaning  out  a  mess,  including 
cash,  vintage  saxophones  and  motorcy- 
cles. And  then  there  are  the  not-so-nice 


surprises,  like  nests  of  raccoons. 

Because  HomeVestors  wants  to  gooi. 
sales,  it  offers  franchisees  six-monj 
loans — but  charges  them  10.4%  i 
14.9%,  depending  on  their  history  wii 
the  company.  Steep  as  those  rates  an 
40%  of  all  franchisees  have  used  compafl 
financing  (a  nice  little  profit  center  for  tl| 
home  office,  it  contributes  one-sixth  t 
revenue).  Once  they've  established  a  hi| 
tory  of  buying  and  selling,  though,  mail 
franchisees  get  loans  from  convention 
banks,  where  rates  are  much  lower. 

In  order  to  squeeze  out  the  maximui 
return,  many  franchisees  do  not  hiret 
Realtor  when  they  sell.  Washer  pays  $35 
to  put  a  house  on  a  multiple-listing  sej 
vice.  If  a  broker  finds  a  buyer,  he  gets  tlj 
standard  3%.  "If  you  don't  pay,  word  gel 
out  and  Realtors  stop  bringing  people  \ 
your  properties,"  he  says. 

It's  still  a  tough  business.  The  averaj 
gross  profit — after  repairs,  selling  art 
closing  costs— is  $12,000  on  a  $63,0(1 
home.  But  many  neophytes  take  a  whii 
to  get  to  that  point.  "For  most  guys,  dj 
only  house  they've  ever  bought  is  the  on 
they  live  in,"  says  Kenneth  Channel 
company  vice  president  of  training.  "It) 
not  easy  to  walk  out  and  start  buying  toi) 
of  houses.  But  that's  what  you  have  to  q 
to  be  successful."  Not  everyone  makes  i 
Franchisee  turnover  rate  is  10%.  "Wa 
too  high,"  laments  Hayes. 

HomeVestors  has  had  a  few  bumj 
along  the  way,  suing  15  competitors  fd 
ripping  off  its  "Ugly"  slogans.  The  com 
pany  has  never  lost  a  case,  however,  art 
has,  by  threatening  suit,  wrested  an  add! 
tional  60  agreements  from  rivals  to  ste« 
clear  of  its  trademarked  use  of  the  worcj 

So  what  about  the  looming  downtur 
in  the  housing  market?  Unsurprisingll 
Channell  finds  a  nickel-plated  lining. . 
slump,  he  says,  means  "a  lot  of  people  wi 
have  to  get  out  of  real  estate  quickly," 
prices  and  their  equity  go  down,  creatin 
more  leads.  And  if  franchisees  cam 
unload  as  quickly?  The  best  players  wi 
adapt.  Some,  like  Washer,  are  ahead 
building  hefty  rental  portfolios.  Rents  fd 
these  cheap  properties,  even  on  Chicago 
gritty  South  Side,  often  cover  mortgag 
and  upkeep  costs.  Then  it's  just  a  matte 
of  waiting  out  the  worst. 
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SM 


mgine  if  we  suddenly  discovered  a  new  resource.  An  inexhaustible  resource.  A  readily  availabl 
source.  One  that  could  help  solve  the  problems  of  an  energy-hungry  world.  At  GE,  we  think  we 
scovered  just  that.  It's  imagination.  But  maybe  it's  more  appropriate  to  call  it  ecomagination. 
e're  putting  ideas  into  action  by  creating  some  very  forward-looking  technology  that  does  the 
th  greater  fuel  efficiency,  lower  emissions,  and  reduced  noise.  At  the  same  time,  we  provide  s< 
help  upgrade  our  customers'  existing  technologies  for  better  environmental  performance.  Mc 
time,  we  can  help  make  the  water  a  little  clearer,  the  trees  a  little  happier,  the  sky  a  little  blue 
e  world  a  little  closer  to  the  way  it  was  made.  Just  imagine  it. 


"o  honor  the  Mavericks  out  there,  we  created  a  few  bold  ideas  of  our  ow 
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•  weekend  Diary  wa^ 
ax  office,  bringing  ir 
uperstar  Will  Smith': 
ling  the  take  of  thd 
istantine.  Diary  wen 
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ier  air  for  evert 


so  beautiful? 


kpn  in  theaters;  the  DVD 
UAd  2.4  million  copies  its 
M*st  week. 

|  And   that   is  how 
pier  Perry,  who  wrote 
[vary,  played  three  of  its 
ifaracters  and  put  up 
|:.5  million  of  his  own 
loney  to  finance  it,  made  his 
Lfkial  debut  in  Hollywood. 
P  Perry,  36,  had  been  one  of 
lowbiz's  best  -kept  secrets.  He  had 
|ent  a  decade  writing  and  staging 
lays  across  the  nation,  selling  more  ls  faced  by 
I  in  $  1 00  million  in  tickets,  $30  mil- 
tn  in  videos  of  his  shows  and  an 
iimated  $20  million  in  merchandise.-  who  is  a 
Inail  list  of  devoted  fans  exceeds  400,  id  wig  and 
id  the  300  live  shows  he  produces  <=,  a  south 
ur  are  attended  by  an  average  of  35  Imother," 
Ibple  a  week 

lis  fan  base  comprises  rural 


ban  blacks,  from  middle-aged  chu  resorts  to 
rs  and  gospel  fans  to  young  laboy's  honor, 
seeking  comic  relief  at  a  hard  dr,  6-foot-5 
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Tyler  Perry's 
Diary  of  a  Mad  Black  Woman 


Big-time  critics  like  Roger  Ebert  ripped 
Diary  on  its  release.  He  missed  the  point. 

and  50%  of  the  profits  on  his  films. 

Perry,  a  bachelor,  lives  in  a  17,000- 
square-foot  mansion  in  Atlanta  and  is 
building  a  new  home  in  Los  Angeles. 
He  is  becoming  famous  beyond  his 
core  audience.  Lions  Gate  says  his 
plays  and  films  are  starting  to  attract  a 
racially  diverse  audience.  He  has 
appeared  twice  on  the  Oprah  Winfrey 
Show,  and  People  magazine  recently 
named  him  one  of  the  "50  Most  Beau- 
tiful People."  As  film  critic  Roger  Ebert 
sheepishly  conceded  in  a  follow-up 
column  after  Perry's  surprising  box 
office  success:  "Well,  now  I  know  who 
Tyler  Perry  is."  F 
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■i  When  Growth  Rebounds 

1980s 

D'Anj  After  five  years  of  mostly  disappointing  performance,  classic  growth  stocks  like  Goog;| 
are  staging  a  comeback.  Here's  how  to  get  in  on  the  action  |  By  William  Heuslein 
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board!  ^ 
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HE  GLORY  DAYS  OF  GIANT 
growth  companies  like 
Cisco  Systems  and  Nokia, 
Late  llcj  funcjs  mat  owned  them, 
diagn  me  to  an  abrupt  end  in  March 
duct  C)oo.  Since  then  the  market's  lead 
hospiljS  gGne  t0  value  stocks,  espe- 
beforeajjy  small  ones.  Typical  of  the 
asked  mners  [n  the  past  five  years:  Ball 
consuorp.,  which  makes  cans  and 
Vestorintamers  for  the  food  and  bever- 

A  ;e  industry, 
mumc  Could  it  be  time  for  a  rotation 
sor  at  ^  to  big-cap  growth?  It  could 
sity,  hejj  he.  There  are  signs  that  at 
the  bng  jast  me  market  has  reached  a  turning 
writing  smCe  it  hit  a  2005  low  in  April  the 
Fra«c/Jssejj  tOOO  Growth  Index  has  advanced 
side  SU  o/0  while  its  value  counterpart  is  up  just 
him  gii/0  Sure,  this  may  be  a  temporary  spurt, 
likes  ,t  ^  is  all  but  inevitable  that  at  some 
Aamcc3int  growth  will  get  another  chance  to 
servic(itperform,  as  it  did  in  the  1990s. 
Hayes  ;  jf  vou  want  to  make  a  bet  on  this  see- 
ing lr  rotation,  you  have  to  set  aside  the  usual 
$200,0(stinct  to  prefer  funds  with  good  recent 
he  did  ;COrds.  The  most  plausible  candidates  for 
But  h^jg.^p  revival  are  funds  with  lousy  five- 
option.ar  returns.  You  don't  want  an  extreme 
privatesei-  like  wh^te  Oak  Select  Growth 
next  twjn(h  which  is  off  an  annualized 
still  ahq0/o  ^ce  its  September  2000  peak. 

11  i;Jt  you  might  opt  for  TCW  Galileo 
Before  >iect  Equities,  which  has  a  very 
to  Horrecent  ten-year  return  despite  suf- 
assetsorjng  in  the  2000-02  crash.  TCW 
has  also  proved  itself  in  the 

proper 

cent  rebound.  It  has  a  delivered  an 
adverti}  2%  compound  annual  return 
which  £  cr  the  past  three  years. 
But  if  yc  we  found  four  other  no-load, 
turf  e!rge_cap  growth  funds  with  very 
lation  o)ntj  long-term  and  short-term 
to  shel>corcjs — despite  weakness  over 


the  last  five  years  (see  table). 

Fidelity  Growth  Company  Fund  is  one 
that  would  benefit  from  a  resurgence  of 
big-company  growth  stocks.  Run  since 
1997  by  Steven  Wymer,  this  $25  billion 
portfolio  has  big  bets  on  Google,  up  53% 
this  year,  and  biotech  outfit  Celgene, 
which  has  doubled  since  January. 

Google  is  also  the  biggest  holding  in 
the  $7.2  billion  Harbor  Capital  Apprecia- 
tion Fund,  where  Spiros  Segalas  has  been 
running  things  since  1990.  Other  recent 
winners  here:  drug  company  Genentech 
and  oil  services  provider  Schlumberger. 


The  Comeback  Kids 


Segalas  likes  stocks  with 
growing  revenues.  A  quartl 
the  fund  is  invested  in  hardl 
and   software  names, 
another  quarter  in  health  a| 
you  can  meet  the  $50,000  1 1 
mum  for  the  "institutifll 
shares  at  Harbor,  you'll 
bargain  on  the  expenseil 
cents  per  $  1 00  of  assets  anr|| 
Janus  Mercury  sufferedl| 
horrendous  years  durinj 
bear  market,  losing  23%,j 
and  29%.  Under  new  maj| 
David  Corkins  (as  of  two 
half  years  ago),  and  with  a  better  ill 
ment  climate,  it  has  come  back,  N| 
the  market  over  the  last  three  years. 

If  you  want  to  make  a  bet  on 
rotation  to  large-company  growtlj 
not  a  bet  on  active  portfolio  ma| 
ment,  consider  the  cheap — and  tajj 
cient — Vanguard  Growth  Index  | 
Yearly  fees  are  only  22  cents  per  $] 
assets.  Though  it  has  426  stocks,  a  q| 
of  the  fund's  $10  billion  in  net  ass«| 
in  ten  names.  The  biggest  posiil 
Microsoft,  Johnson  &  Johnson,  G| 
Electric,  Intel  and  IBM. 


These  five  funds  have  solid  long-  and  short-term  records,  as  compared  with  the  S&P  5< I 


ANNUALIZED  TOTAL  RETURN 


FUND 

3-YEAR 

5-YEAR 

10-YEAR 

EXPE 
PER 

FIDELITY  GROWTH  COMPANY 

18.0% 

-7.9% 

9.7% 

$c 

HARBOR  CAPITAL  APPRECIATION- INST 

12.1 

-8.2 

8.7 

c 

JANUS  MERCURY 

13.5 

-11.1 

9.2 

CI 

TCW  GALILEO  SELECT  EQUITIES  ! 

18.2 

-6.5 

9.9 

c 

VANGUARD  GROWTH  INDEX-INV 

9.6 

-7.3 

9.3 

c 

S&P  500 

12.0 

-2.7 

9.9 

Performance  through  Aug  31.  Sources:  Upper;  Forbes. 
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If  you're  looking  for  additional  monthly  income, 
it  helps  to  increase  your  choices. 


\Muveen  Investments,  we  believe  there's  more  than  one  ETF  in  the  sea.  Through  continuous  innovation  and  rigor,  we  strive  to 
vide  you  with  creative  closed-end  ETFs  that  work  to  help  earn  attractive  monthly  income.  What's  more,  our  blends  of  asset 
•ses,  including  income-oriented  stocks  and  bonds,  offer  the  diversity  in  products  that  investors  are,  well,  fishing  for.  As  always, 
'e  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  long-term  interest  rates  rise,  the  value  of  a  fund's 
itfolio  may  decline.  Closed-end  exchange-traded  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 

I  0*0 

N  U  V  E  E  N 

Investments 

Smarter  ways  to  be  conservative: 


vestor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  a  prospectus  containing  this  and  other 
nation  about  Nuveen's  funds,  contact  your  advisor  or  Nuveen  at  1-800-257-8787.  Read  the  prospectus  carefully  before  you  invest  or  send  money. 
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Biting  A 
Helping  Hand 

If  you  serve  on  a  nonprofit  board,  watch  out. 
You  can  be  sued,  too  |  By  Carrie  Coolidge 


NO  GOOD  DEED  GOES  UNPUNISHED. 
That's  what  Peter  McShane  found 
out  when  he  agreed  to  join  the 
board  of  Consolidated  Industries  of 
Greater  Syracuse,  an  agency  giving  job 
training  to  the  disadvantaged  and  the 
disabled. 

That  charitable  impulse  landed  him 
in  a  lawsuit  filed  by  100  former  employees 
seeking  unpaid  wages  and  damages  total- 
ing $10  million.  Seems  the 
group's  executive  director  and 
chief  financial  officer  never  told 
board  members  that  the  agency 
was  bleeding  money. 

According  to  a  survey  by 
consultants  Tillinghast  (a  busi- 
ness of  Towers  Perrin),  96%  of 
the  claims  brought  against  non- 
profit groups  are  from  employ- 
ees, compared  with  23%  against 
public  companies.  Nonprofit 
boards  are  now  being  held 
more  accountable,  just  like  cor- 
porate directors  are.  One 
Enron-style  scandal  that  helped 
to  propel  all  this  was  the  United 
Way  debacle  in  the  late  1990s, 
when  then-chief  executive 
William  Aramony  went  to  jail 
for  fraud. 

The  Internal  Revenue  Service  has 
stepped  up  scrutiny  of  private  founda- 
tions, auditing  400  of  them  this  federal 
fiscal  year  (ending  Sept.  30),  more  than 
double  that  of  recent  years.  The  Senate 
Finance  Committee  held  hearings  in 
April  about  the  oversight  of  tax-exempt 
organizations. 

The  ever-crusading  New  York  Attor- 
ney General  Eliot  Spitzer  has  proposed 
tougher  regs  on  the  state  level. 


Many  directors  of  the  nation's  1.36 
million  charities  and  other  nonprofits  are 
clueless  that  they  have  the  same  fiduciary 
duties  as  corporate  board  members.  "If 
they  make  a  bad  decision,  someone  can 
come  after  them,"  warns  Jeffrey  Klenk, 
senior  vice  president  at  St.  Paul  Travelers, 
which  sells  directors  and  officers  (d&O) 
liability  insurance  to  nonprofits.  "It  might 
cost  you  up  to  $200,000  from  out  of  your 


"If  they  make  a  bad  decision, 
someone  can  come  after  them." 


own  pocket  defending  a  lawsuit." 

Syracuse's  McShane,  a  management 
consultant  and  investment  banker,  was 
aghast  to  learn  that  his  board  had  been 
fed  false  reports  of  glowing  financial 
health — and  startled  to  find  that  he  was 
personally  liable. 

Since  Consolidated's  coffers  were 
bare,  employees  reasoned,  the  only  ones 
left  to  pay  were  the  directors.  The  board 
ended  up  settling  with  the  workers  for 


$355,000  in  back  pay  and  $88,000' 
attorneys'  fees. 

Luckily  for  Consolidated's  boardj 
insurer  covered  both.  But  since  Cons 
idated  was  shuttered  in  2001,  the  din 
tors  had  to  do  much  of  the  closiil 
down  scut  work.  McShane  spent  6 
hours  of  his  time  over  two  years  on  su 
chores  as  filing  back  payroll  and  sa 
tax  forms. 

Lawsuits  can  come  from  unexpeci 
directions.  St.  Paul's  Klenk  recalls  a  c| 
where  a  nonprofit's  board  member  j 
sued  over  the  choice  of  vending  machii 
on  its  premises.  The  board  member  hai 
potential  conflict  of  interest  and  an  int 
nal  investigation  ensued.  The  case  vj 
settled  out  of  court.  In  addition  to  a  nc 
profit's  paid  employees,  volunteers- 
nonprofits  have  thousands  of  them — s 
a  lot,  too. 

One  way  to  reduce  the  risk  of  suit! 
obvious:  Make  sure  that  fellow  direct* 
and  the  staff  are  dilige 
and  competent.  Th 
investigate  the  extent 
your  group's  D&O  poli 
should  there  be  one.  If  a 
doesn't  exist,  move  to  b 
some  coverage.  Aside  frc 
Travelers,  nonprofit  Dl 
policies  are  available  frc 
Chubb,  Hartford  a 
American  Internatioi 
Group. 

If  all  else  fails,  you  ir 
be  covered  under  your  sta 
dard  homeowners  poli 
That's  a  good  backup.  Fil 
out.  Charles  A.  Shepard, 
internist  in  Winona,  Mini 
got  slapped  with  a  slanc 
suit  after  criticizing  a  schc 
board  colleague  at  a  pn 
conference.  Then  he  discovered  that  t 
D&O  policy  issued  by  the  Minnesc 
School  Board  Association  Insurance  Tn 
covered  him  only  for  events  during  reg 
lar  school  board  meetings — not  the 
outside,  like  his  press  conference. 

Fortunately  for  him,  he  won  the  si 
and  was  reimbursed  thousands  of  doll; 
in  legal  bills  under  the  umbrella  poli 
as  part  of  his  MetLife  homeownq 
insurance. 
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2  When  Growth  Rebounds 

^  After  five  years  of  mostly  disappointing  performance,  classic  growth  stocks  like  Googl 
mid-     are  staging  a  comeback.  Here's  how  to  get  in  on  the  action  |  By  William  Heuslem 

year  i 
his  utyij 

first  ft|  ( 


HE  GLORY  DAYS  OF  GIANT 
growth  companies  like 
.  Cisco  Systems  and  Nokia, 
Late  \d  the  funds  that  owned  them, 
diagnme  to  an  abrupt  end  in  March 
duct  ()00.  Since  then  the  market's  lead 
hospi^  gone  to  vaiue  stocks,  espe- 

befor£ally  small  ones.  Typical  of  the 
askeduiners  m  me  past  five  years:  Ball 

consuorp.,  which  makes  cans  and 
Vestolmtainers  for  the  food  and  bever- 

;e  industry. 
mum'  Could  it  be  time  for  a  rotation 
sor  at  to  big-cap  growth?  It  could 
sity-  ]ell  be.  There  are  signs  that  at 
tne  lng  last  the  market  has  reached  a  turning 
writir)int.  Since  it  hit  a  2005  low  in  April  the 
fra"cussell  1000  Growth  Index  has  advanced 
side  St  0/0  while  its  value  counterpart  is  up  just 
him  8Vo.  Sure,  this  may  be  a  temporary  spurt, 
likes  ;t  it  is  aij  but  inevitable  that  at  some 
AamcSint  growth  will  get  another  chance  to 
servicitperform,  as  it  did  in  the  1990s. 
Hayes  Tf  yOU  want  to  make  a  bet  on  this  sec- 
in8     r  rotation,  you  have  to  set  aside  the  usual 


■na 


Google  goes  public  on  Nasdaq  in  August  2004. 


the  last  five  years  (see  table). 

Fidelity  Growth  Company  Fund  is  one 
that  would  benefit  from  a  resurgence  of 
big-company  growth  stocks.  Run  since 
1997  by  Steven  VVymer,  this  $25  billion 
portfolio  has  big  bets  on  Google,  up  53% 
this  year,  and  biotech  outfit  Celgene, 
which  has  doubled  since  January. 

Google  is  also  the  biggest  holding  in 
the  $7.2  billion  Harbor  Capital  Apprecia- 
tion Fund,  where  Spiros  Segalas  has  been 
running  things  since  1990.  Other  recent 
winners  here:  drug  company  Genentech 
and  oil  services  provider  Schlumberger. 


1  lUiailUll)  iiuy*.  w  

$200,0i  stmct  to  prefer  funds  with  good  recent 
he  did  cords  The  most  plausible  candidates  for 
But  h^g.^p  revival  are  funds  with  lousy  five- 
optior,ar  retUrns.  You  don't  want  an  extreme 
privattser>  like  white  Oak  Select  Growth 

next  ^ind,  which  is  off  an  annualized     The  ComfihaCK  KlOS 

still  aht^o/o  smce  its  September  2000  peak. 

11  l\it  you  might  opt  for  TCW  Galileo 
Before  ;lect  Equities,  which  has  a  very 
to  Honacent  ten-year  return  despite  suf- 
assets  oring  in  the  2000-02  crash.  TCW 
equrv^alileo  has  also  proved  itself  in  the 
propercent  rebound.  It  has  a  delivered  an 
advertij  2o/0  compound  annual  return 
which  i,er  me  past  mree  years. 
But  if  y  We  found  four  other  no-load, 
turf- 


Segalas  likes  stocks  with 
growing  revenues.  A  quart< 
the  fund  is  invested  in  hardl 
and  software  names, 
another  quarter  in  health  ca 
you  can  meet  the  $50,000  n 
mum  for  the  "institutio 
shares  at  Harbor,  you'll 
bargain  on  the  expenses 
cents  per  $100  of  assets  anm 
Janus  Mercury  suffered 
horrendous  years  durinj 
bear  market,  losing  23%, 
and  29%.  Under  new  mar 
David  Corkins  (as  of  two  £ 
half  years  ago),  and  with  a  better  in 
ment  climate,  it  has  come  back,  be| 
the  market  over  the  last  three  years. 

If  you  want  to  make  a  bet  on  si 
rotation  to  large-company  growth 
not  a  bet  on  active  portfolio  man 
ment,  consider  the  cheap — and  tax 
cient — Vanguard  Growth  Index  B 
Yearly  fees  are  only  22  cents  per  $L 
assets.  Though  it  has  426  stocks,  a  qu 
of  the  fund's  $10  billion  in  net  assa 
in  ten  names.  The  biggest  posij 
Microsoft,  Johnson  &  Johnson,  Gfl 
Electric,  Intel  and  IBM. 


erge-cap  growth  funds  with  very 
lation  c)Gtj  fong-term  and  short-term 
to  shel.corjs — despite  weakness  over 


These  five  funds  have  solid  long-  and  short-term  records,  as  compared  with  the  S&P  5C 


ANNUALIZED  TOTAL  RETURN  , 

ANN 

FUND 

3-YEAR 

5-YEAR 

10-YEAR 

EXPEI 
PER! 

FIDELITY  GROWTH  COMPANY 

18.0% 

-7.9% 

9.7% 

$01 

HARBOR  CAPITAL  APPRECIATION-INST 

12.1 

-8.2 

8.7 

0 

JANUS  MERCURY 

13.5 

-11.1 

9.2 

a 

TCW  GALILEO  SELECT  EQUITIES  ! 

18.2 

-6.5 

9.9 

a 

VANGUARD  GROWTH  INDEX-INV 

9.6 

-7.3 

9.3 

0 

S&P  500 

12.0 

-2.7 

9.9 

Performance  through  Aug.  31.  Sources.  Upper;  Forbes. 
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If  you're  looking  for  additional  monthly  income, 
it  helps  to  increase  your  choices. 


Nuveen  Investments,  we  believe  there's  more  than  one  ETF  in  the  sea.  Through  continuous  innovation  and  rigor,  we  strive  to 
vide  you  with  creative  closed-end  ETFs  that  work  to  help  earn  attractive  monthly  income.  What's  more,  our  blends  of  asset 
i  sses,  including  income-oriented  stocks  and  bonds,  offer  the  diversity  in  products  that  investors  are,  well,  fishing  for.  As  always, 
Jre  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  If  long-term  interest  rates  rise,  the  value  of  a  fund's 
folio  may  decline.  Closed-end  exchange-traded  funds  frequently  may  trade  at  a  discount  or  premium  to  their  net  asset  value. 


NUVEEN 

Investments 


Smarter  ways  to  be  conservative: 


westor  should  carefully  consider  the  Fund's  objective,  risks,  charges  and  expenses  before  investing.  For  a  prospectus  containing  this  and  other 
nation  about  Nuveen's  funds,  contact  your  advisor  or  Nuveen  at  1-800-257-8787.  Read  the  prospectus  carefully  before  you  invest  or  send  money. 
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Biting  A 
Helping  Hand 

If  you  serve  on  a  nonprofit  board,  watch  out. 
You  can  be  sued,  too  |  By  Carrie  Coolidge 


NO  GOOD  DEED  GOES  UNPUNISHED. 
That's  what  Peter  McShane  found 
out  when  he  agreed  to  join  the 
board  of  Consolidated  Industries  of 
Greater  Syracuse,  an  agency  giving  job 
training  to  the  disadvantaged  and  the 
disabled. 

That  charitable  impulse  landed  him 
in  a  lawsuit  filed  by  1 00  former  employees 
seeking  unpaid  wages  and  damages  total- 
ing $10  million.  Seems  the 
group's  executive  director  and 
chief  financial  officer  never  told 
board  members  that  the  agency 
was  bleeding  money. 

According  to  a  survey  by 
consultants  Tillinghast  (a  busi- 
ness of  Towers  Perrin),  96%  of 
the  claims  brought  against  non- 
profit groups  are  from  employ- 
ees, compared  with  23%  against 
public  companies.  Nonprofit 
boards  are  now  being  held 
more  accountable,  just  like  cor- 
porate directors  are.  One 
Enron-style  scandal  that  helped 
to  propel  all  this  was  the  United 
Way  debacle  in  the  late  1990s, 
when  then-chief  executive 
William  Aramony  went  to  jail 
for  fraud. 

The  Internal  Revenue  Service  has 
stepped  up  scrutiny  of  private  founda- 
tions, auditing  400  of  them  this  federal 
fiscal  year  (ending  Sept.  30),  more  than 
double  that  of  recent  years.  The  Senate 
Finance  Committee  held  hearings  in 
April  about  the  oversight  of  tax-exempt 
organizations. 

The  ever-crusading  New  York  Attor- 
ney General  Eliot  Spitzer  has  proposed 
tougher  regs  on  the  state  level. 


Many  directors  of  the  nation's  1.36 
million  charities  and  other  nonprofits  are 
clueless  that  they  have  the  same  fiduciary 
duties  as  corporate  board  members.  "If 
they  make  a  bad  decision,  someone  can 
come  after  them,"  warns  Jeffrey  Klenk, 
senior  vice  president  at  St.  Paul  Travelers, 
which  sells  directors  and  officers  (D&O) 
liability  insurance  to  nonprofits.  "It  might 
cost  you  up  to  $200,000  from  out  of  your 


H 
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"If  they  make  a  bad  decision, 
someone  can  come  after  them." 


own  pocket  defending  a  lawsuit." 

Syracuse's  McShane,  a  management 
consultant  and  investment  banker,  was 
aghast  to  learn  that  his  board  had  been 
fed  false  reports  of  glowing  financial 
health — and  startled  to  find  that  he  was 
personally  liable. 

Since  Consolidated's  coffers  were 
bare,  employees  reasoned,  the  only  ones 
left  to  pay  were  the  directors.  The  board 
ended  up  settling  with  the  workers  for 


$355,000  in  back  pay  and  $88,0001 
attorneys'  fees. 

Luckily  for  Consolidated's  boardJ 
insurer  covered  both.  But  since  Consj 
idated  was  shuttered  in  200 1 ,  the  din 
tors  had  to  do  much  of  the  closiij 
down  scut  work.  McShane  spent  fl 
hours  of  his  time  over  two  years  on  sij 
chores  as  filing  back  payroll  and  sa| 
tax  forms. 

Lawsuits  can  come  from  unexped 
directions.  St.  Paul's  Klenk  recalls  a  ci 
where  a  nonprofit's  board  member  |j 
sued  over  the  choice  of  vending  machii| 
on  its  premises.  The  board  member  ha 
potential  conflict  of  interest  and  an  int 
nal  investigation  ensued.  The  case  v| 
settled  out  of  court.  In  addition  to  a  ncj 
profit's  paid  employees,  volunteers — a 
nonprofits  have  thousands  of  them- 
a  lot,  too. 

One  way  to  reduce  the  risk  of  suitd 
obvious:  Make  sure  that  fellow  directo 
and  the  staff  are  diligei 
and  competent.  Tin 
investigate  the  extent 
your  group's  D&O  polio 
should  there  be  one.  If  oi 
doesn't  exist,  move  to  bi 
some  coverage.  Aside  fro 
Travelers,  nonprofit  D8I 
policies  are  available  froi 
Chubb,  Hartford  ar 
American  Internationl 
Group. 

If  all  else  fails,  you  mi 
be  covered  under  your  sta] 
dard  homeowners  poliq 
That's  a  good  backup.  Fin 
out.  Charles  A.  Shepard,  a 
internist  in  Winona,  Minn 
got  slapped  with  a  sland 
suit  after  criticizing  a  scho 
board  colleague  at  a  pre 
conference.  Then  he  discovered  that  tr 
D&O  policy  issued  by  the  Minnesol 
School  Board  Association  Insurance  Tru 
covered  him  only  for  events  during  regi 
lar  school  board  meetings — not  th(K 
outside,  like  his  press  conference. 

Fortunately  for  him,  he  won  the  su 
and  was  reimbursed  thousands  of  dollai 
in  legal  bills  under  the  umbrella  polic 
as  part  of  his  MetLife  homeownen 
insurance. 
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SAS  gives  MLB.com 
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s  the  ultimate  baseball  experience. 


Millions  of  fans.  Thirty  teams.  One  passion.  And  24/7  access  to  it  all  through  MLB.com.  As  the  official 
site  of  Major  League  Baseball,  MLB.com  is  the  richest,  deepest  source  of  original  baseball  news  and 
highlights  on  the  Internet.  SAS  is  proud  to  provide  the  state-of-the-art  business  intelligence  and  analytics 
software  that's  helping  Major  League  Baseball  enrich  the  interactive  experience  for  the  hundreds  of 
millions  of  visitors  who  rnake  MLB.com  such  a  big  hit.  To  learn  more  about  MLB.com  and  other  SAS 
success  stories  that  go  Beyond  Bi;  call  1  866  887  1 363  or  visit  our  Web  site. 


www.sas.com/mlb 


Ssas 


Money&lnvesting  

STOCK  FOCUS 

Rock  Stars 

Looking  for  a  glamour  stock  with  growth  potential? 
Check  out  these  cement  outfits  |  By  Peter  Lattman 


EVEN  BEFORE  HURRICANE  KATRINA 
devastated  the  Gulf  region,  produc- 
ers of  aggregates  (sand,  gravel  and 
crushed  rock)  and  cement  were  solid 
stock  market  performers.  Since  the  start 
of  the  year  an  index  of  these  companies 
shows  a  39%  price  increase  versus  2%  for 
the  S&P  500.  Reconstruction  will  be  a  fur- 
ther boon  to  the  industry,  but  it's  not  too 
late  for  investors  to  get  involved  with  the 
rock  stocks,  says  Jacob  Doft,  who  runs 
Highline  Capital  Management,  an  $850 
million  hedge  fund  whose  biggest  hold- 
ings are  in  companies  that  sell  aggregates 
and/or  cement. 

The  rebuilding  of  the  Gulf  Coast  will 
further  constrict  an  already  tight  aggregates 
market,  worth  $15  billion  in  sales  in  2004. 
Three  out  of  every  five  dollars  spent  on  ag- 
gregates are  consumed  by  public  works 
projects  such  as  highways.  Look  for  more 
orange  cones  in  the  years  ahead:  In  July 
Congress  approved  a  pork-laden  federal 
transportation  bill  worth  $286  billion 
through  2009 — a  30%  increase  over  the 
previous  six-year  package.  Flush  state  bud- 
gets, particularly  in  California  and  Texas, 
also  bode  well  for  highway  spending.  Doft 
also  sees  new  demand  for  aggregates  in  a 
potential  pickup  in  office  and  factory 
building,  which,  in  contrast  to  the  housing 
boom,  have  been  dormant  and  could  off- 
set any  deflating  of  the  housing  bubble. 

Environmental  restrictions  make  rock 
quarry  permits  difficult  to  obtain,  and 
transporting  cement  and  crushed  rock  is 
expensive.  That  works  in  favor  of  produc- 
ers with  choice  locations  and  large  re- 
serves. One  such  example  is  Texas  Indus- 
tries, a  pure-play  building  materials 
company  with  operations  in  fast-growing 
California  and  Texas.  Also  well  placed  are 
Vulcan  Materials  and  Martin  Marietta 
Materials,  the  nation's  two  biggest  aggre- 
gate producers. 

Here's  what's  behind  the  long-term 


opportunity:  While  cement  inventories 
have  fallen  66%  over  the  past  three  years, 
cement  prices  have  risen  only  15%.  Doft 
points  out  that  the  price  of  other  com- 
modities, such  as  nickel  and  copper,  more 
than  doubled  over  the  past  three  years  as 
inventories  fell  to  extreme  lows.  He  expects 
the  same  to  happen  with  cement.  Produc- 
ers have  indicated  they  will  hike  prices  by 
$10  per  ton  in  January  (cement  now  aver- 
ages $85  a  ton)  and  that  future  price  hikes 
will  more  than  offset  rising  energy  prices, 
which  account  for  25%  of  cement  produc- 
tion costs. 

Doft's  favorite  company  is  Rinker 

Concrete  Results  


Group,  a  $10.8  billion  (market  capitali 
tion)  NYSE-listed  company  that  is  hea 
quartered  in  Australia  but  has  leadi 
market  shares  in  Florida,  Arizona  a] 
northern  California  and  derives  80% 
its  earnings  from  its  U.S.  operations.  E 
the  fiscal  year  ended  Mar.  31,  net  prol 
rose  46%  to  $433  million;  in  the  first  quj 
ter,  ended  in  June,  r 
profits  rose  62% 
$181  million,  versus  t 
same  period  in  20( 
Shares  of  Rinker  ha 
doubled  over  the  p 
year,  but  Highline  h 
n't  sold.  Doft  believ 
that  the  stock's  20 
consensus  earnin 
estimate  of  $3.60 
American  Deposita 
Receipt  is  too  low. 
also  thinks  the  coi 
pany  may  reincorp 
rate  in  the  U.S.  If  tl 
happens,  it  could  be  revalued  closer  to 
peers.  Rinker  trades  at  16  times  this  yeai 
earnings,  a  27%  discount  to  its  rivals.  I: 
changes  its  domicile,  Doft  predicts  Rinl 
could  eventually  be  added  to  the  S&P  5 
creating  further  demand  for  its  shares. 

Another  foreign-flavored  ceme 
company  in  Highline's  portfolio:  Lafai 
North  America,  the  separately  trad 
subsidiary  of  the  French  aggregates  ca 
cern.  Lafarge  recenfiy  repatriated  $1  h 
lion  from  its  Canadian  operations,  a 
Doft  expects  it  to  use  the  money  to  ma 
U.S.  acquisitions,  increase  dividends 
buy  back  some  shares. 


These  will  cash  in  on  federal  transportation  and  Gulf  region  rebuilding  efforts. 


COMPANY  NAME 

RECENT 
PRICE 

ESTIMATED 
2006 
EPS 

MARKET 
VALUE 

(SMIL) 

SALES 
(SMIL 

CEMEX 

$51.48' 

$5.11 

$17,294 

$8.06: 

FLORIDA  ROCK  INDUSTRIES 

58.43 

2.59 

3,807 

94J 

LAFARGE  NORTH  AMERICA 

66.45 

5.23 

4,745 

3,76c 

MARTIN  MARIETTA  MATERIALS 

71.50 

4.04 

3,301 

1.76C 

RINKER  GROUP 

58.93 

3.92 

10,827 

4.52C 

TEXAS  INDUSTRIES 

60.56 

NA 

1,372 

1,95] 

VULCAN  MATERIALS 

70.74 

3.63 

7,151 

2,45' 

Prices  as  of  Sept.  9.  NA:  Not  available.  Sources:  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via 

FactSet  Research  Systems. 
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simvastatin) 


(alendronate  sodium)  tablets 


S 


UL 


imontelukast  sodium) 


atriptan  benzoate 


They  may  sound  like  action  figures.  They're 
medicines  from  Merck.  If  you'd  like  to  learn 
more  about  Merck's  research,  please  visit 
merck.com  or  call  1-800-9MERCK7. 


Where  patients  come  first  MERCK 


.  FOSAMAX,  S'.NGULAIR  and  MAXALT  are  registered  trademarks  of  Merck  &  Co.,  Inc.      ©2005  Merck  &  Co..  Inc.  All  rights  reserved 


SPECIAL  ADVERTISING  SECTION 


VoIP  Yields  Major  Productivity 
Gains  and  Cost  Savings  for  AT&T 


LIKE  ALL  FIRMS,  AT&T  FACES  THE  ONGOING  BUSINESS  CHALLENGES  OF  IMPROVING 
employee  productivity  and  reducing  costs.  AT&T  is  moving  forward  with  deploying  VoIP  across  the 
company,  realizing  employee  productivity  gains,  savings  in  capital  investment  and  a  reduction  in 
operations  expenses.  Through  careful  planning  and  learning  by  experience,  AT&T  is  now  executing 
a  well-orchestrated  migration  plan  for  VoIP  that  will  help  drive  its  transformation. 


THE  NEXT  GENERATION  OF  TELECOMMUNICATIONS 

A  key  element  of  AT&T's  business  transformation  is  its 
adoption  of  next-generation  technology:  Voice  over 
Internet  Protocol  (VoIP),  which  allows  AT&T  to  use  a  sin- 
gle network  for  both  voice  and  data  and  replace  traditional 
phone  systems  with  new  IP-based  platforms.  Through 
simplified  IT  management  and  robust  end-user  features, 
VoIP  will  help  AT&T  realize  total  cost  of  ownership  (TCO) 
savings  and  a  strong  return  on  investment  across  the 
entire  company. 

In  the  late  1990s,  AT&T  realized  the  potential  in  VoIP  to 
deliver  productivity  enhancements  due  to  simplified  IT 
management  and  robust  end-user  features,  while  also 
reducing  TCO.  After  conducting  a  few  internal  pilots,  AT&T 
steadily  expanded  VoIP  to  worldwide  operations  under  the 
leadership  of  Andy  Daudelin,  vice  president  of  IT 
Operations.  Today,  VoIP  is  being  deployed  to  20,000 
employees,  and  by  the  end  of  2006  nearly  every  employee 
will  be  using  VoIP  services,  which  will  deliver  savings  to  the 
company  and  tools  that  make  employees  more  productive. 

Among  the  impressive  results  thus  far  are  the  following: 

•  For  employees  working  remotely,  AT&T  has  achieved 
cost  savings  of  up  to  $600  per  employee  annually. 

•  On-demand  audio  conferencing  is  cutting  confer- 
encing costs  in  half,  saving  up  to  $120  per  user 
each  year. 

•  VoIP  has  enabled  AT&T  to  reduce  the  average 
number  of  ports  allocated  per  user,  delivering  a 
25%  savings  in  that  area. 

•  Non-U. S.  offices  using  VoIP  have  saved  up  to  50% 
in  long-distance  charges,  depending  on  local  condi- 
tions and  tariffs. 

•  In  new  installations,  VoIP  has  eliminated  separate 
telephone  cabling,  saving  up  to  $90  per  user. 

•  With  30%  of  AT&T's  managers  now  able  to 
telecom  mute  more  easily,  savings  from  real  estate 
expenses  alone  have  amounted  to  $34  million 
annually. 


•  Recent  IP  call  center  deployments  in  Bratislava, 
Slovakia  and  Singapore  were  implemented  in  six  to 
eight  weeks,  saving  approximately  50%  over  the 
cost  of  deploying  legacy  technology  and  cutting  the 
installation  time  in  half. 

LESSONS  LEARNED 

As  Daudelin  and  AT&T  have  learned,  the  time  for  Vol II 
is  now.  By  leveraging  firsthand  experience,  the  world'! 
networking  company  is  uniquely  qualified  to  assist  otha 
leading  firms  in  deploying  next-generation  technology  t< 
create  both  employee  productivity  improvements  an 
compelling  cost  savings.  Daudelin  says  that  by  pickinj 
the  right  places  to  start  implementing  VoIP  -  sites  wher< 
the  potential  for  TCO  savings  are  the  greatest  -  a  CIO  ca» 
generate  cash  flow  to  fund  future  deployments. 

To  read  the  full  paper,  the  first  in  a  series  of  TCG 
reports  by  AT&T  aimed  at  sharing  lessons  AT&T  learned 
within  its  own  business,  go  to  Making  the  Case  for  Voh 
at  www.att.com/transformation  or  visit  www.att.com. 


Learn  more  about  solutions  to  enable  business  trans- 
formation at  AT&T's  Networking  Exchange,  an  online 
community  for  IT  professionals  designed  to  help 
you  stay  on  the  leading  edge  of  networking 
technology.  Activate  your  membership  now  at 
www.att.com/netex. 


AT&T 

The  world's  networking  company5 


AT&T 
and 
VOIP 


Can  your 
network  say 
it's  taken 
the  plunge? 


NAVIGATE  THE  FUTURE.  When  we  wanted  a  deeper  understanding  of  how 
VoIP  can  help  transform  businesses,  we  volunteered  ourselves.  Our  own 
VoIP  implementation  led  us  to  discover  a  whole  new  way  of  doing 
business  —  a  more  efficient  and  flexible  one.  The  impact  — a  12.5% 
increase  in  productivity  and  savings  of  $180  million  annually.  As  our 
productivity  grew,  we  continued  to  expand  VoIP,  which  is  now  used  by 
20,000  AT&T  employees  and  growing.  When  it  comes  to  VoIP,  we  at  AT&T 
didn't  just  get  our  feet  wet,  we  dove  in.  We  can  help  you  do  the  same. 
CAN  YOUR  NETWORK  DO  THIS? 


IpATsT 

To  find  out  how  AT&T  can  help  you  transform  your  business,  go  to: 

The  world's  networking  company* 

att.com/transform 

©  2005  AT&T 
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MICROSOFT'S 


The  software  titan  is 
balky  and  bureaucratic 
Its  huge  profits  rely 
on  its  oldest  stuff. 
Steve  Ballmer, 
whatcha  gonna  do? 


BY 
VICTORIA 
MURPHY 


TEVEN  BALLMER,  MICROSOFT'S  CHEERLEADER  AND  CHIEF  EXECUTIVj 
takes  the  stage  at  the  Georgia  Dome  in  Atlanta  to  stoke  the  spirits » 
10,000  faithful  at  the  company's  annual  sales  meeting.  "Win,  drivi 
innovate,  impress!"  he  shouts,  his  forehead  glistening  under  hot  stag 
lights  as  ponds  of  sweat  soak  the  pale  blue  shirt  on  his  barrel-chestfl 
frame.  "But  there's  a  way  people  keep  score.  Billions!  Billions!  Billions! 
you  wanna  grow,  things  that  rhyme  with  'billions'  are  very  good,"  h 
roars,  sprinting  up  and  down  the  aisles  to  trade  high  fives  with  starstruck  salespeopb 
The  crowd  at  the  Georgia  Dome  loves  it,  but  even  Ballmer's  booming  voice  can 
mask  the  disturbing  truth:  Microsoft  is  slowing  down.  It  is  bigger,  more  lumbenn 
and  less  profitable  than  it  was  five  years  ago.  Its  sales  are  up  73%  in  five  years,  but  pro 
its  are  up  only  30%.  Payroll  has  doubled  in  the  last  six  years.  In  the  fiscal  year  ju. 
ended,  sales  rose  only  8%,  the  first  time  the  company  has  ever  reported  less  tha 
double-digit  growth. 

In  the  dog  years  of  Silicon  Valley,  Microsoft,  at  30,  is  in  advanced  middle  age.  Th 
company  relies  on  Windows  and  a  suite  of  desktop  applications — products  releasedi 
decade  ago — for  80%  of  sales  and  140%  of  profits.  Newer  products — the  Xba 
videogame  machine,  the  MSN  online  service,  the  wireless  and  small-busine; 
software — collectively  have  racked  up  S7  billion  in  losses  in  four  years. 

In  Web-server  software,  Microsoft  has  20%  of  the  fast-growing  marke 
while  the  free  Apache  program,  a  Linux  variant,  has  70% — worth  $6  billion  i 
revenue  had  Microsoft  gotten  the  sales.  In  search,  Google  and  Yahoo  get  70%  c 


J   queries  while  MSN  gets  only  13%.  Google  now  gives  away  features  (desktoj 
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MICRO: 


30 


search,  photo  archiving)  that  Microsoft 
promises  in  its  next  upgrade  of  Win- 
dows— which  is  running  two  years  late. 

What  has  gone  wrong?  Microsoft, 
with  $40  billion  in  sales  and  60,000 
employees,  has  grown  musclebound  and 
bureaucratic.  Some  current  and  former 
employees  describe  a  stultifying  world  of 
14-hour  strategy  sessions,  endless  busi- 
ness reviews  and  a  preoccupation  with 
PowerPoint  slides;  of  laborious  job  evalu- 
ations, hundreds  of  e-mails  a  day  and 
infighting  among  divisions  so  fierce  that 
it  hobbles  design  and  delays  product 
releases.  In  short,  they  describe  precisely 
the  behavior  that  humbled  another  tech 
giant:  International  Business  Machines  in 
the  late  1980s.  Tellingly,  IBM  reached  a 
point  of  crisis  just  over  three  decades  after 
it  started  selling  computers  to  commer- 
cial users. 

"Microsoft  is  a  vestige  of  the  past," 


96% 


option  program,  replacing  it  with  ou 
right  grants  of  shares,  which  aren't  at  U 
moment  minting  very  many  millionaire 
Since  the  tech  crash  in  2000  Microsq 
stock  has  lost  half  of  its  value  (although! 
has  done  better  than  the  next  four  entrj 
in  the  March  2000  ranking  of  NasdJ 
stocks  by  market  capitalization:  Ciscj 
Intel,  ITC  DeltaCom  and  Oracle).  Aj 
now  it  is  being  eclipsed,  in  software  cq 
and  stock  market  excitement,  by  t| 
upstart  Google. 

The  doubts  and  the  sniping  gnaw 
Ballmer,  49,  who  became  chief  executii 
six  years  ago,  just  as  the  tech  sector  w 
peaking  on  Wall  Street.  "The  one  thii 
that  frustrates  me  is  any  sense  that  tl 
company  doesn't  have  huge,  amazil 
opportunity  to  change  the  world  an 
huge,  amazing  opportunity  to  grow,"  1 
says.  "We  absolutely  do.  Will  we  execii 
well?  That's  my  job." 


0  of  PCs  run  Windows.  Microsoft's  desktop  dominance  thrives. 
Apple,  despite  a  brand  boost  from  its  music  player  iPod,  holds  steady  at  2.5%  of  I 
the  market.  Linux  has  1.5%  and  is  edging  up  from  several  years  ago. 


Ballmer  stokes  the  faithful  in  Atlanta. 
While  skipping  he  tells  them:  'We're  defying 
gravity.  And  you  can't  pull  us  down!" 


says  Marc  Benioff,  chief  of  rival  Sales- 
force.com,  whose  shares,  since  they  were 
first  offered  to  the  public  in  June  of  last 
year,  are  up  27%;  Microsoft's  are  down 
5%  in  that  period.  Salesforce,  which 
trades  at  84  times  next  year's  earnings 
(versus  20  for  Microsoft),  rents  its  soft- 
ware to  businesses  over  the  Internet. 
"Microsoft,"  Benioff  says,  "still  wishes  the 
Internet  hadn't  been  invented." 

"Microsoft  has  become  what  it  used 
to  mock,"  says  Gabe  Newell,  a  developer 
on  the  first  three  versions  of  Windows.  At 
late-night  rounds  of  poker  with  "Bill  and 
Steve"  in  the  mid-1980s,  he  says,  "We 
laughed  at  IBM.  They  had  all  this  process 
for  monitoring  productivity,  and  yet  we 
knew  they  had  spectacularly  bad  produc- 
tivity. That's  Microsoft  now."  Jeff  B. 
Erwin,  who  quit  in  December  after  five 
years  there,  adds:  "Microsoft  has  some  of 
the  smartest  people  in  the  world,  but  they 
are  just  crushing  them.  You  have  a  largely 
unhappy  population." 

Unhappy  because  they  aren't  getting 
rich  the  way  they  did  in  the  1 990s.  In  Sep- 
tember 2003  Microsoft  ended  its  stock 


In  many  ways  Microsoft  still  looi 
invincible — its  stock  may  even  be  a  ba 
gain.  Surely  it  has  the  wherewithal  to  bi 
its  way  into  new  fields.  Even  after  paying 
$32  billion  dividend  last  year,  Microsc 
has  $40  billion  in  its  pocket.  With  annu 
net  income  of  $12  billion-plus,  it  oil 
earns  every  other  technology  company. 

Moreover,  the  next  18  months  com 
be  filled  with  blockbusters.  Fifteen  proi 
uct  releases  are  set,  including  new  ve 
sions  of  Windows,  Office  and  the  SC 
database;  the  much-hyped  Xbox  360  is 
debut  this  holiday  season.  Microsoft  is 
its  best  when  a  new  threat  looms — 
Netscape  did  a  decade  ago — and  now 
has  the  next  one.  Ballmer  revs  up  tl 
troops  with  a  new  battle  cry:  "Goo-GL 
Goo-GLE!  Goo-GLE!" 

"Tone  comes  from  the  top,"  he  say 
"People  have  to  be  reminded  that  there 
nothing  that  stands  in  our  way  of  con 
peting.  Our  capacity  to  learn  is  amazing 

Steve  Ballmer  is  one  of  the  riche 
men  in  the  world.  His  3.78%  stake  in  H 
employer  is  worth  $  1 1  billion.  Gates  owi 
9.42%  and,  with  other  assets,  has  a  n) 
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VAN  KAMPEN  INVESTMENTS 


WHAT  CAN  YOU  SAY  WHEN 
LONG-TERM  PERFORMANCE 
SPEAKS  FOR  ITSELF? 


A disciplined  approach  to  investing.  75  years  of  experience. 
A  focus  on  long-term  performance.  Enough  said.  Visit 
www.vankampen.com/shine  or  call  1-800-421-9098  and  see 
what  Van  Kampen  can  do  for  every  investor's  portfolio. 


VAN^KAMPEN  INVE 
SHINE 


st  performance  is  not  a  guarantee  of  future  results.  Please  consider  the  investment  objectives,  risks,  charges  and  expenses  of  the  fund 
efully  before  investing. The  prospectus  contains  this  and  other  information  aboutthe  fund.To  obtain  a  prospectus,  contact  yourfinancial 
/isor  or  download  one  atvankampen.com.  Please  read  the  prospectus  carefully  before  investing.  Copyright  ©2005  Van  Kampen  Funds  Inc. 


MICROSOFT  AT  30 

worth  of  $51  billion;  and  while  Gates  sells  20  million  shares 
every  quarter  to  diversify  his  assets,  Ballmer  rarely  disposes  of 
shares,  and  even  then  mainly  for  charitable  purposes.  He  drives 
a  seven -year- old  Ford  to  the  office  every  day. 

Ballmer  grew  up  in  the  suburbs  of  Detroit,  one  of  two  chil- 
dren; his  father  was  a  manager  at  Ford  Motor  Corp.,  his  mother 
raised  the  kids.  Steve  and  Bill  bonded  at  Harvard  University  in 
their  sophomore  year.  Bill  dropped  out,  while  Steve  dutifully 
stayed  on.  Ballmer  graduated  in  1977,  did  a  stint  at  Procter  & 
Gamble  and  entered  Stanford  Graduate  School  of  Business  in 
1979.  In  1980  Gates  persuaded  him  to  ditch  the  M.B.A.  pro- 
gram and  join  Microsoft  as  employee 
number  30. 

For  two  decades  Ballmer  was  Bill 
Gates'  right  hand.  He  headed  sales  for 
Windows  95,  then  became  president  in 
1998.  In  January  2000  Gates  ceded  the 
chief  exec  role  in  order  to  focus  on  the 
big  picture.  They  talk  or  e-mail  each 
other  daily,  and  Ballmer  consults  with 
Gates  even  on  small  acquisitions. 

In  Gates'  grip  the  old  Microsoft  ran 
like  a  startup,  even  though  it  had  long 
ceased  to  be  one.  A  decision  as  small  as 
hiring  a  product-marketing  manager 
required  approval  from  the  very  top. 
"There  was  no  management  structure,"  says  Mich  Mathews,  a 
12-year  veteran  who  now  heads  marketing.  "We  were  very  hier- 
archical. If  a  guy  in  France  wanted  to  do  something,  that  had  to 
go  through  Steve,"  she  says. 

Shordy  after  Ballmer  took  charge,  he  began  looking  at  how 
to  build  some  structure  into  an  unwieldy  management  process. 
He  interviewed  a  hundred  employees  at  all  levels.  What  emerged 


6% 


0  of  smart  phones  sold  so  far  this  year  run 
Windows  Mobile  software.  Microsoft  now  gives  away  the 
technology  that  relays  e-mail  from  phones  to  its 
Exchange-servers,  challenging  rival  Research  In  Motion. 


was  an  attempt  to  create  a  system  with  both  accountability  ant 
flexibility.  He  recast  the  company  into  seven  divisions  an 
ordered  each  to  publicly  disclose  a  quarterly  profit-and-los 
statement,  even  though  accounting  rules  don't  require  sue 
revelations. 

"This  will  be  a  place  with  some  structure,  but  structure  th^ 
aids  teamwork,  not  politics  and  bureau 
cracy,"  Ballmer  told  employees  in 
companywide  e-mail  in  June  of  la 
year.  "Nothing  solves  'big  company'  il] 
quite  like  a  strong  focus  on  accounl 
ability  for  results  with  customers  an 
shareholders." 

With  accountability,  though,  com^ 
competition  for  resources.  The  seve 
divisions  act  as  rival  fiefs,  pursuing  ovei 
lapping  technologies  and  warring  ovfl 
whose  code  will  prevail  in  the  space 
where  different  divisions'  product 
interact.  "Windows  and  Office  woull 
never  let  MSN  have  more  budget  c 
more  control,"  says  Mark  Jen,  who  quit  Microsoft  eight  month 
ago.  "MSN  e-mail  should  talk  to  Office  Calendar  contacts  am 
share  appointments  from  Office  with  friends  and  family  on  th 
Web.  But  then  MSN  could  cannibalize  Office." 

The  squabbling  is  delaying  the  release  of  the  next  version  o 
Windows,  called  Vista.  In  2001  Microsoft  promised  that  Visl 
would  be  ready  in  2003;  by  mid-2003  it  cited  2005.  Now  Vista 


Suited  up: 
Steve  and  Bill 
in  the  1980s. 


Behind  the  Behemoth 


Microsoft  ranks 
mighty  compared 
with  five  big  tech 
companies. 
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Microsoft  Divided 

Older  products  like 
Windows  and  Office 
make  up  $33  billion 
of  Microsoft's  $40 
billion  in  sales.  Profit 
margins  are  outsize. 
But  the  contribution 
from  newer  fare  such 
as  the  Xbox,  mobile 
phone  software  and 
MSN  is  still  minor  and 
a  drain  on  earnings.  . 
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Profit  pace  per  head  is  slower  than  sales. 
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emergency  help  just  because  you've  taken  aspirin.  Aspirin  alone  won't  treat  a  heart  attack. 
For  more  information,  visit  www.stjosephaspirin.com. 


Use  as  directed  by  your  doctor.  ©McNeii-ppc,  inc.  2005 
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set  for  year-end  2006,  the  company  vows;  some  analysts  say  early 
2007  is  more  likely. 

Some  employees  complain  that  they  spend  hours  tracking 
down  collaborators  in  far-flung  groups  instead  of  talking  to  cus- 
tomers and  taking  products  to  market.  Working  on  a  huge  pro- 
ject requires  checking  in  with  management  constantly:  "Instead 
of  promoting  the  product  to  customers,  I'd  get  stuck  in  the 
office  until  midnight  preparing  slides  for  my  monthly  product 
review,"  says  David  Ryan,  33,  a  marketer  for  Windows  XP.  He 
has  just  been  freed  up  to  pursue  an  incubation  project  in  the 
server  group,  where  he  is  happily  exempt  from  most  reviews.  At 
Microsoft  a  "review"  is  often  a  progress  report  illustrated  with 
15  PowerPoint  slides. 

Other  staffers  say  almost  every  move  requires  a  lawyer's  sig- 
nature and  that  even  routine  approvals  can  take  weeks.  Recently 
one  employee  waited  a  month  while  a  $10,000  purchase  order 
for  outside  development  work  was  held  up  by  legal.  By  the  time 
the  lawyers  were  done,  the  budget  for  the  deal  had  evaporated. 
Dennis  Reno  left  Microsoft  two  years  ago  feeling  burned-out 
from  bureaucracy.  He'd  worked  18-hour  days  but  got  little  done 
because  he  was  bogged  down  by  paperwork.  "The  smallest  issue 
would  balloon  into  a  nightmare  of  a  thousand  e-mails,"  says 
Reno,  who  is  now  at  Plumtree  Software. 

Ballmer  views  product  integration  as  Microsoft's  big  advan- 
tage— how  its  software  will  reach  from  the  desktop  to  servers, 
databases  and  the  Web  and  onto  phones,  handhelds  and  set-top 
boxes.  But  reach  means  complexity.  As  it  is,  the  last  version  of 
Windows  has  50  million  lines  of  code,  and  Vista  will  run  a 
lot  more. 

"Projects  were  weighed  down  by  integration,"  says  Alexan- 
der Hopmann,  who  quit  Microsoft  in  March  to  join  a  home- 


Wallowing  With  Steve 


FORBES:  Do  you  wish  Microsoft  employees  were  more  scared? 
STEVE  BALLMER:  I  think  our  employees  are  more  aware  of  our 
competitive  risks  and  challenges  than  the  outside  world  is.  I've 
probably  received  50  pieces  of  mail  since  the  Microsoft  Global 
Business  Conference,  with  various  comments,  and  they're 
almost  all  about  how  this  was  the  best  MGB  we've  ever  had,  or 
the  best  in  seven  years.  Why?  They  said,  because  in  some  years 
I  didn't  feel  like  you— "you"  meaning  "corporate"— were  doing 
as  much  as  you  needed  to  do  to  give  us  the  tools  that  we  need 
to  get  out  there  and  compete.  "Wow,  this  year  we've  got  'em, 
baby!  You  give  us  no  excuse— it's  all  on  us  now!  We've  got  to  go 
take  it  to  'em!  We've  got  to  get  out  there!" 

FORBES:  Three  decades  into  its  dominance  of  the  computer 
industry,  IBM  began  to  lose  steam.  Do  you  see  any  parallels 
between  Microsoft  and  IBM? 

BALLMER:  IBM  was  never  a  software  company.  I  worked  with 

their  software  engineers  nonstop  for  ten  years.  They  never  had 
a  core  capability  in  software  innovation.  I  think  software  drives 
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0  of  servers  shipped  this  year  will  run 
Windows  software.  Microsoft  has  maintained  its  share  of 
the  server  market.  Feeling  heat,  though,  from  Linux,  which  I 
has  tripled  its  share  in  four  years— taking  away  from  Unix,  j 

networking  startup,  Pure  Networks,  in  Seattle.  In  2000  hjl 
worked  on  new  storage  software  for  Exchange,  a  server  program 
that  works  with  Microsoft  Outlook  e-mail,  but  the  Outloo 
team,  without  admitting  so,  didn't  want  it.  "They  sent  me  a  200 
page  document  that  said  our  technology  had  to  be  100%  betM 
than  the  current  stuff.  Then  it  failed,  of  course,  so  they  did 
themselves." 

More  recently  programmers  at  the  MSN  online  service  wed 
ready  to  release  a  search  tool  letting  users  sift  through  their  owl 
PCs,  but  the  research  lab  and  the  Windows  division  were  worM 
ing  on  similar  efforts.  Some  argued  that  any  new  tool  should  wa| 
to  be  bundled  into  Vista.  Yusuf  Mehdi,  a  top  MSN  executive,  hall 
to  dicker  inside  the  company  for  a  month  before  striking  a  corri 
promise  that  let  MSN's  and  Vista's  search  tools  both  go  ahead. 

Ballmer  has  moved  to  counter  the  drawbacks  of  bigness 
pushing  employees  to  focus  more  on  customers  and  less  ofl 
internal  doings.  At  the  sales  meeting  in  July  former  sales  chid 
Kevin  Johnson  encouraged  the  crowd  to  "just  say  no"  to  interna 
requests  and  meetings.  He  has  ordered  all  internal  sales  meej 
ings  to  occur  only  on  Tuesdays,  so  his  reps  can  pitch  to  cu| 
tomers  the  rest  of  the  time.  Some  customers  say  Microsoft 
more  responsive  than  it  used  to  be.  "The  old  Microsoft  took  m 
customers  for  granted,"  says  J.E.  Henry,  tech  chief  at  the  Rega 
Cinema  theater  chain.  "They  didn't  care  what  we  had  to  sa 
about  total  cost  of  ownership,  security,  risk.  After  Steve  too| 
over,  I  saw  a  complete  turnaround." 

a  lot  of  what  happens  in  the  IT  industry.  Their  core  competenc 
was  in  handling  and  managing  large-enterprise  customers.  W 
have  to  constantly  ask  ourselves,  do  we  have  the  innovation  mus 
cles  for  the  next  generation?  I  think  we  do.  Now,  there  are  som. 
business  muscles  that  we're  still  building.  We  didn't  know  any 
thing  about  ad  sales,  really,  five,  six  years  ago.  We  know  a  Ic 
about  ad  sales  today.  But  five  years  ago  we  knew  about  softwar 
innovation,  today  we  know  about  software  innovation,  tomorrow 
we're  going  to  know  about  software  innovation. 

FORBES:  How  do  you  find  that  balance  of  making  this  a  grea 
place  to  work  but  not  making  it  a  cushy  environment? 
BALLMER:  We're  pushy.  Six-and-a-half  percent  of  our  people  wi 
be  gone  in  the  year  because  we'll  decide  that  they're  not  doin 
their  jobs,  that  they're  not  driving  hard  enough.  Look,  there  is 
different  work-life  balance  for  people  at  different  phases  in  life 
I  will  admit.  I  don't  work  as  many  hours  as  I  did  when  I  was  25. 1'r 
afraid  to  admit  it,  when  I  was  25, 1  worked  90  hours  a  week,  art 
I  do  not  today.  I  think  I  work  awfully  darn  hard,  but  I  do  have  a  wif 
and  three  kids,  and  I  like  to  spend  time  with  them,  and  I  do  nc 
work  the  hours  that  I  did.  There,  I've  said  it. 

-vsl 
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In  its  days  of  complacency  IBM  had  a  no-layoff  policy. 
Ballmer,  determined  not  to  Let  deadwood  accumulate  in  Red- 
mond, Wash.,  lets  go  of  6.5%  of  the  workforce  every  year  for 
inadequate  performance.  He  makes  a  valiant  effort  to  penetrate 
the  management  honeycomb  to  rally  the  worker  bees.  He  writes 
a  quarterly  overview,  e-mailed  to  all  employees,  and'  also  does 
several  Webcasts  a  year.  He  regularly  holds  what  he  calls  "skip- 
level  one-on-ones"  with  individuals  or  groups  of  employees 
who  are  up  to  ten  levels  below  him.  Another  method:  "wallows" 
( his  word) — impromptu  meetings  focused  on  the  bigger  issues; 
he  recendy  challenged  the  Microsoft  Business  Solutions  team  to 
describe  how  it  will  target  medium-size  companies. 

Ballmer  has  put  in  place  half  a  dozen  internal  surveys  to  give 
employees  a  sense  that  their  opinions  are  heard.  The  Microsoft 
poll  is  an  anonymous  survey  with  60  statements  that  employees 
are  asked  to  rate,  from  "strongly  disagree"  to  "strongly  agree," 
on  such  topics  as  accountability  and  performance  rewards.  Last 
year  Microsoft  got  70,000  written  responses  to  various  ques- 
tions. Customer  satisfaction  gets  measured  annually.  Employees 


3% 


0  Microsoft's  total  market  share  in  business 
applications  after  making  $2.5  billion  in  acquisitions.  SAP 
commands  40%  of  the  market. 


year  just  ended  was  up  only  19%. 

The  Xbox  game  console  is  hot,  but  its  division  has  lost  j 
billion  in  four  years  and  isn't  yet  in  the  black.  The  mobile-sot 
ware  division,  also  moneylosing,  has  just  a  sliver  of  the  mark 
for  cell  phone  handsets.  Microsoft  Business  Solutions,  afti 
acquiring  Great  Plains  Software  for  $1.1  billion  and  Navisic 
for  $1.4  billion,  is  supposed  to  deliver  $10  billion  in  sales  11 
2010.  At  its  current  6%  growth  rate,  MBS  will  attain  that  goal 
43  years. 

Give  us  time,  Ballmer  says.  "You  could  say  1995  to  2000  w: 
about  us  winning  on  the  desktop.  Then  2000  to  2005  we  wo 
and  drove  the  server  market.  And  the  next  five  years  is  all  aboi 
driving  and  winning  the  Web,"  he  says.  Yet  it  was  in  1995  thi 
Gates  issued  his  "tidal  wave"  memo,  a  clarion  call  to  tK 
Microsoft  hordes:  "Like  the  PC,  the  Internet  is  a  tidal  wave.  It  w 


meet  with  managers  every  August  to  plan  up  to  six  "commit- 
ments" for  the  upcoming  year.  Each  job  is  assigned  to  one  of  15 
levels — the  system  sounds  a  lot  like  civil  service  pay  grades — 
and  given  a  "competency  tool  kit,"  a  list  of  the  skills  an 
employee  of  a  particular  type  and  level  should  have.  At  annual 
performance  reviews  managers  are  compelled  to  rank  employ- 
ees on  a  scale  of  1  to  5.  Says  Hopmann,  the  escapee  now  at  Pure 
Networks:  "There's  a  bureaucracy  that  over  tune  has  developed 
these  rules.  It  has  become  a  huge  morale  problem." 

Morale  would  no  doubt  be  better  if  Microsoft  were  still 
growing  at  50%  a  year,  as  it  was  doing  15  years  ago.  Not  count- 
ing one-time  gains  from  option  accounting,  net  in  the  fiscal 


wash  over  the  computer  industry  and  many  others,  drownin 
those  who  don't  learn  to  swim  in  its  waves."  A  decade  later, 
Microsoft  poised  to  win  the  Web?  Not  by  any  measure. 

Then  again,  Microsoft  is  so  vehemendy  competitive  that 
could  yet  prevail  in  videogames,  searching  and  server 
Microsoft  is  "the  world's  largest  startup,"  says  star  programme 
Ray  Ozzie,  who  wrote  Lotus  Notes  and  joined  Microsoft  in  Apr 
when  it  acquired  his  startup,  Groove.  "No  one  seems  to  fe< 
comfortable  in  their  own  skin  here.  It's  weird.  They  still  need  1 
succeed."  He  observes  what  Steve  Ballmer  is  too  proud  to  sa] 
"The  top  executives  get  the  potential  Microsoft  has.  But  the  nej 
tier  of  employees  doesn't  because  of  the  stock  price." 
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Viva  Las  Vegas 


:.Z7ir; "  .  as  vbgas  is  i  i  n-  quakin<  .  epk  enter  of 

estate  boom.  Two  hundred  people  move  there  every  day, 
dding  the  equivalent  of  a  Wilmington,  N.C.  every  year.  Land 
rices  have  quadrupled  in  the  past  five  years,  and  home  prices 
ase  24%  in  the  first  half  of  2005.  On  the  famed  Vegas  Strip  land 
alues  have  soared  from  $600,000  an  acre  in  1999  to  $16  million 
)day,  just  shy  of  what  you'd  pay  for  an  acre  in  Manhattan, 
^trlftenext  five  years  80  high-rise  condominium  towers  with 
7,000  apartments  are  slated  to  go  up.  Donald  Trump  is  building 
tower — Ivana  is,  too — as  are  actor  George  Clooney,  club  king 
ande  Gerber  and  veteran  Strip  players  like  Hard  Rock  founder 
eter  Morton  and  the  Palms'  impresario  George  Maloof. 

Yet  now,  in  the  middle  of  this  real  estate  mania,  this  succes- 
>r  to  dot-com  madness,  MGM  Mirage  Chief  Executive  Terrence 
anni  is  going  all  in.  Lanni,  one  of  the  canniest  financial  minds 
Vegas  and  steward  of  the  number  two  gambling  company  in 
le  world,  will  break  ground  later  this  year  on  the  biggest  and 
lost  ambitiously  different  property  Sin  City  has 
/er  seen:  CityCenter. 


The  last  few  giant  hotel-casinos  built  in  Vegas  playact  as 
cities:  Paris,  Venice,  Bellagio.  CityCenter  will  be  a  real  village, 
albeit  a  miniature  one,  about  the  size  of  Manhattan's  SoHo 
neighborhood,  complete  with  1,600  condominiums,  a  drug 
store,  a  dry  cleaner  and  a  supermarket  along  the  lines  of  Dean 
&  DeLuca.  On  either  side  of  a  boulevard  built  to  the  exact 
dimensions  of  Park  Avenue  in  New  York  will  be  two  400-room 
boutique  hotels  styled  by  different  architects.  Pedestrians  walk- 
ing the  streets  will  be  able  to  smell  fresh-cut  grass  and  hear 
gentle  tinkling  from  fountains  in  parks  and  gardens.  The  heart 
of  the  site  will  be  a  4,000-room  hotel-casino  designed  by  Cesar 
Pelli,  the  "starchitect"  who  did  the  Petronas  Towers  in 
Malaysia.  Pelli's  massive  building  will  seem  light  and  transpar- 
ent and  is  expected  to  become  a  new  icon  in  a  Las  Vegas  lined 
with  cement  monoliths. 

""We're  .going  to 
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Viva  Las  Vegas 

transform  Las  Vegas,"  says  Lanni.  "We're 
going  to  create  a  new  city." 

With  an  expected  construction  cost 
of  $5  billion,  CityCenter  will  be  the 
most  expensive  private  development 
ever  in  the  U.S.,  more  than  the  cost  of 
the  Time  Warner  Center  in  New  York, 
the  Millennium  Dome  in  London  and 
Disney  Concert  Hall  in  Los  Angeles, 
combined.  When  the  66-acre  project  gets 
underway  this  winter,  there  will  be  35 


acre  Celebration,  Fla.  The  Norman  Rock- 
wellesque  Celebration  has  been  a  success, 
home  to  9,000  residents,  schools,  offices 
and  a  main  street  with  a  homemade-ice- 
cream shop.  Two-bedroom  homes  there 
sell  for  $313,000,  double  Florida's 
average. 

But  a  closer  look  at  CityCenter's  new 
urban  idyll  reveals  that  it  is  mostly  just 
another  themed  take  on  a  casino.  Resi- 
dents won't  be  in  charge,  MGM  will.  There 


cranes  operating  at  once. 

If  it  all  goes  up,  CityCenter  will  repre- 
sent a  gaudy  new  take  on  urban  renewal, 
a  climate- controlled  fantasy  land  where 
the  well-heeled  can  sleep,  dine,  shop  and 
play  without  dirtying  themselves  with 
outsiders.  By  concentrating  commercial 
and  residential  uses  in  one  walkable  com- 
munity, MGM  is  translating  for  the  Vegas 
crowd  the  ideas  from  the  New  Urbanist 
movement  of  the  1 980s,  which  spawned 
warm-and-fuzzy  insta-communities  such 

I  he  352-acre  town  of  Kentlands  in 
Maryland  and  Walt  Disney  Co.'s  4,900- 


are  no  services  such  as  schools  or  hospi- 
tals, and  no  affordable  housing,  unless 
you  can  afford  to  pay  $500,000  for  a  stu- 
dio. MGM  will  encourage  visitors  to  loiter 
by  the  fountains  and  shopping  arcades, 
but  casino  security  will  be  ready  to  escort 
vagrants  off  the  property. 

"I  can't  get  too  excited  about  this 
Vegas  thing,"  says  Emily  Talen,  a  pro- 
fessor of  urban  and  regional  planning 
at  the  University  of  Illinois  at  Urbana- 
Champaign.  "It  doesn't  have  much 
social  value  beyond  being  a  great  place 
for  rich  people." 


Lanni  is  going  ahead  with  ( jtyCent' 
at  a  time  when  the  Vegas  condo  booi 
can't  get  any  frothier  and  MGM  Mirage 
balance  sheet  can't  get  much  thinner.  It 
expected  to  earn  $500  million  this  year  d 
$6.4  billion  in  revenue.  MGM  carries  $12 
billion  in  debt,  or  5.5  times  earninj 
before  interest,  taxes  and  depreciatio: 
Leverage  at  rivals  Harrah's  and  Static. 
Casinos  is  4.3  and  3.6,  respectively.  I 
April  ratings  agency  Fitch  downgrade 
MGM's  debt  deeper  into  junk  te 
ritory,  expressing  concern  that  i 
profits  were  not  being  used  l 
pay  down  debt. 

When  MGM  Mirage  adds  tl 

??■  '*  had  fo  b 

properties  from  the  recent] 
acquired  Mandalay  Reso 
Group,  it  should  throw  off  $6( 
million  a  year  in  free  cash  (n 
income  plus  depreciation,  le 
capital  expenditures  other  the 
CityCenter),  says  Citigroup  an. 
lyst  Michael  Rietbrock.  Th 
doesn't  leave  much  to  support 
$5  billion  project. 

Especially  one  that  is  playir 
with  the  rules  of  Vegas  econon 
ics.  Most  casinos  put  the  gan 
bling  dens  right  on  the  Strip 
lure  the  maximum  number  of  visitors.  1 
moving  CityCenter's  casino  900  fe 
deeper  into  the  site,  Lanni  is  allowir 
hotel  guests  and  condo  owners  to  com 
and  go  without  seeing  or  hearing  a  sli 
machine.  Lanni  expects  CityCenter 
nongambling  grosses,  the  income  froi 
rooms,  entertainment  and  shopping, 
deliver  60%  of  revenue.  Even  MGM's  mo 
diversified  hotel,  the  Bellagio,  gets  on 
half  its  revenue  outside  the  casino. 

"There's  going  to  be  more  happenir 
here  that  is  for  residents,"  says  Lanni.  "II 
not  just  going  to  be  tourists  walking  u 
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and  down  the  Strip  to  the  other  casinos." 

Lanni  sees  CityCenter  as  the  only 
way  to  grow.  There  are  no  big  acquisi- 
tions left:  Harrah's  bought  Caesars  for 
$9  billion  in  June.  MGM  and  Harrah's 
own  the  Strip  between  them.  Since  the 
post-9/11  tourism  swoon,  average 
annual  revenue  growth  for  Vegas  casinos 
has  been  6%,  while  real  estate  values  on 
the  Strip  have  doubled  each  year.  "We 
suddenly  have  Manhattan-type  prices 
for  land,  so  we'd  better  have  a  city  here," 
says  Lanni. 

Lanni,  62,  is  the  last  person  one 
would  expect  to  be  changing  the  rules 
in  Las  Vegas.  He's  been  in  the  casino 


Sheldon  Adelson.  He  scrupulously  insists 
everyone  in  the  company,  even  the  bus- 
boys,  call  him  Terry.  Lanni  always  pays 
the  company  back  for  his  weekly  com- 
mute on  one  of  MGM's  private  jets  to  his 
wife  in  Pasadena,  Calif.  And  when  Lanni's 
son  wanted  to  celebrate  his  21st  birthday 
in  Las  Vegas  earlier  this  year,  Lanni  paid 
for  him  and  his  friends  to  party 
overnight — at  the  rival  Palms  Casino. 

In  the  wake  of  Hurricane  Katrina, 
Lanni  travelled  to  the  company's  Biloxi, 
Miss,  riverboat  casino,  the  Beau  Rivage,  to 
talk  one-on-one  with  devastated  employ- 
ees. His  staffers  handed  out  paychecks 
and  salvaged  spare  uniforms  to  clothe 


laughs  Ruffin.  "Well,  he  didn't  actuall 
curse,  he's  very  gentlemanly.  But  thos 
wheels  are  always  turning." 

Lanni's  wheels  have  been  turnirl 
over  what  to  do  with  the  66-acre  City 
Center  site  since  MGM  acquired  it  in  th 
2000  Mirage  purchase.  The  land  is  cui 
rently  occupied  by  the  Boardwalk  hote 
MGM's  smallest,  with  654  rooms  on  eigh 
acres.  Lanni  knew  there  had  to  be  a  betta 
use  for  the  land,  but  he  wasn't  sure  whai 
Initially  he  thought  a  hip  hotel-casini 
along  the  lines  of  Starwood's  W  woul| 
work.  He  also  considered  theme 
inspired  by  Havana,  Cuba;  Miami 
South  Beach;  and  Cirque  du  Soleil.  Bij 


Through  the  Roof 


Las  Vegas  condos  are  cheaper  than  those  of  big  city  rivals,  but 
only  Miami  has  prices  that  are  rising  faster.  Luxury  towers 
on  the  Strip  start  at  $1  million  for  a  two-bedroom  condo. 

400 

Median  price  for  condo  resales  ($thou) 


business  for  28  years,  quietly  working 
his  way  up  the  finance  side.  He  was  pres- 
ident of  Caesars  World,  and  when  that 
company  was  sold  to  ITT  in  1995  he 
moved  over  to  MGM  as  chief  executive 
under  majority  shareholder  Kirk  Kerko- 
rian,  who  in  recent  years  has  been  more 
focused  on  his  movie  studio  and  auto 
investments  than  on  his  casino  com- 
pany. In  2000  Lanni  oversaw  MGM's 
purchase  of  Wynn's  Mirage  Resorts.  In 
April  MGM  bought  Mandalay  for  $7.9 
billion.  Of  MGM's  36,500  rooms,  the 
most  of  any  Strip  operator,  75%  were 
bought,  not  built. 

Lanni  sets  a  different  tone  than  auto- 
cratic Vegas  moguls  like  Steve  Wynn  and 


storm  victims.  In  the  late  1970s  a  dis- 
traught construction  worker  threatened 
to  jump  off  a  crane  in  Atlantic  City  and 
insisted  on  talking  to  Lanni  himself. 
While  everyone  was  panicking,  Lanni 
took  up  a  bullhorn  and  calmly  talked  the 
man  down. 

"I  don't  think  I've  ever  seen  him  lose 
his  cool,"  says  William  Weidner,  president 
at  Las  Vegas  Sands  and  a  former  colleague 
of  Lanni's  at  Caesars. 

Phillip  Ruffin,  the  owner  of  the  New 
Frontier  casino  at  the  north  end  of  the 
Strip,  recenUy  tried  to  buy  three  acres  of 
land  that  MGM  owns  behind  his  casino 
for  a  development  he  is  working  on  with 
Donald  Trump.  "He  said  'Hell  no,'" 


none  of  the  ideas  caught  fire. 

Around  the  same  time,  Florida  re? 
estate  developer  Jeffrey  Softer  was  workin 
on  Turnberry  Place,  four  condominiun 
towers  on  an  uninspiring  stretch  of  lam 
just  east  of  the  Strip.  The  first  tower  hai 
gone  on  sale  in  January  1999  and  sold  61 
in  12  months.  ("Sale"  in  Las  Vegas  mean 
that  a  buyer  has  promised  to  put  down 
30%  nonrefundable  deposit.) 

James  Murren,  MGM's  chief  financi; 
officer,  decided  MGM  should  partner  wit) 
Softer  to  build  condominiums  at  th 
mothballed  18-acre  amusement  park 
the  MGM  Grand  hotel.  In  late  2000  Mm 
ren  went  to  the  board  with  the  idea  c 
building  condos  that  residents  could  leni 
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back  to  the  hotel  when  not  in  use.  The 
casino  could  get  continual  cash  flow  by 
renting  out  the  condos  and  could  split  the 
income  with  the  owners. 

The  directors  were  uncomfortable 
with  giving  up  a  part  of  the  MGM  Grand 
property,  even  if  the  company  was  still 
managing  it,  and  sent  Mujren  back  to  do 
more  homework  on  real  estate  econom- 
ics. But  while  the  board  dithered,  Softer 
was  rapidly  selling  his  condos  for  jj^- 
an  average  $1  million  apiece  to  ^m. 
empty  nesters  looking  for  second 
or  third  homes  in  Vegas.  By  2002 
Soffer  was  selling  out  a  third 
tower.  The  MGM  board  relented 


says  Murren.  "It  had  to  be  something 
really  different." 

Working  with  MGM's  head  of  design, 
Murren  came  up  with  a  rough  sketch  of 
how  a  city  could  fit  on  the  land.  When  he 
showed  it  to  Lanni,  the  company  head 
immediately  agreed  that  they  had  finally 
found  the  right  idea. 

In  March  2004  Lanni  decided  to  put 
the  plan  before  the  board,  even  though  it 


The  board  told  Lanni  and  Murren  t 
bring  Bobby  Baldwin  in  on  the  project, 
longtime  casino  executive,  Baldwin,  wh 
moved  to  MGM  when  Lanni  bougl 
Mirage,  was  the  point  man  for  Stei 
Wynn  on  the  Mirage  and  the  Bellagio. 

Lanni  hired  consultants  from  McKin 
sey  &  Co.  to  make  sure  that  the  CityCen 
ter  concept  was  the  best  use  for»e  prog 
erty.  Dousing  some  of  thewfeaor  ove 


■in0  to  speno" 
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In  December  of  that  year  MGM 
signed  an  agreement  to  form  a 
50-50  joint  venture  with  Soffer 
to  build  three  towers,  called  the 
Residences  at  MGM  Grand.  The 
first,  a  583-unit  building,  went 
on  sale  last  January  and  sold  out 
in  seven  weeks. 

In  May  2003  Murren  went  to 
the  annual  shopping  center  trade 
show,  in  Las  Vegas  of  all  places,  to 
chat  with  developers  about  what  was 
going  on  around  the  country.  Everywhere 
he  went,  people  were  talking  about  com- 
bining residential,  retail  and  office  space 
on  the  same  parcel. 

That  got  Murren  thinking  that  maybe 
there  was  a  way  to  apply  the  mixed-use 
idea  in  Las  Vegas.  Just  before  Christmas 
he  talked  to  Kirk  Kerkorian,  who  encour- 
aged Murren  to  think  about  the  next  big 
thing.  "We  [didn't  want  to  build]  another 
sino  hotel  or  [buy]  more  companies," 


wasn't  on  the  agenda.  During  a  lunch 
break  he  told  Murren  to  set  up  an  easel 
with  the  drawing  for  CityCenter.  Board 
members  wandered  over  to  ask  about  the 
plan,  and  soon  Murren  found  himself 
making  an  impromptu  pitch.  It  was  heavy 
on  the  condos,  at  4,000  units,  and  light  on 
the  hotel  rooms,  at  1,200.  By  comparison, 
the  MGM  Grand  has  5,000  hotel  rooms.  In 
only  20  minutes  the  board,  which  had 
been  so  reluctant  to  approve  the  Resi- 
dences at  MGM  Grand,  signed  off  on  it. 


mixed  use,  McKinsey  suggested  cuttin 
the  number  of  condos  to  1,640  an 
increasing  the  number  of  hotel  rooms  t 
5,200,  as  well  as  scrapping  a  planne 
office  building. 

Lanni  and  Baldwin  picked  as  maste 
planners  the  New  York  design  firit 
Ehrenkrantz,|xkstut  &  Kuhn,  which  pre 
duced  the  Hollywood  &  Highland  com 
plex  in  Los  Angeles  and  Battery  Park  Cit 
in  New  York  City.  EE&K  had  to  deal  wit) 
several  thorny  issues  in  dropping  a  full 
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formed  city  in  the  middle  of  the  desert. 
Lanni  insisted  that  there  not  be  a  mall, 
but  having  shopping  outside  in  110- 
degree  heat  was  unfeasible.  So  EE&K  came 
up  with  a  plan  for  an  air-conditioned 
shopping  district,  nicknamed  SoBella  (for 
south  of  Bellagio).  Portions  of  it  will  be 
covered  by  glass  to  let  in  daylight  and  to 
allow  street  lamps  to  light  it  at  night. 

Now  all  Lanni  has  to  do  is  pay  for  the 
thing.  He  is  counting  on  $1  billion  from 
presale  of  the  condos  to  secure  at 
least  part  of  the  construction  fund- 
ing. Baldwin  says  he  has  15  million 
people  in  his  marketing  database,  but 
he'll  first  go  after  high-level  Strip 
casino  employees,  wealthy  boomers 
and  foreigners  who  can  take  advan- 
tage of  the  cheap  dollar  to  own  a 
place  in  Vegas. 

"We're  going  to  spend  $200  mil- 
lion on  marketing,"  says  Baldwin. 
"We'll  be  in  the  news  all  the  time, 
on  billboards,  in  magazines  and  at 
trade  shows.  They  won't  be  able  to 
miss  us!" 

But  the  dominant  new  group  of 
buyers  in  Vegas  are  the  very  specula- 
tors who  might  flee  at  the  first  sign 
of  a  weakening  market.  Investors  and 
second-home  buyers  make  up  38%  of  all 
buyers  in  Las  Vegas,  up  from  14%  in 
2001,  according  to  Loan-Performance,  a 
research  company  in  San  Francisco.  These 
second-  or  third-home  buyers  are  all  get- 
ting pitched  by  the  dozen  or  so  other 
developers  putting  up  condo  spires 
in  Vegas. 

Just  because  Vegas  has  never  had  a 
housing  bust  doesn't  mean  it  won't.  Karl 
Case,  a  professor  of  economics  at  Welles- 
ley  College,  points  to  the  luxury  condo 
market  in  Boston.  Prices  there  peaked  in 
the  fall  of  1988,  then  slid  16%  over  the 
next  two  and  a  half  years. 

Developer  Irwin  Molasky,  who  kicked 
off  Vegas'  luxury  condo  craze  in  2001 
with  his  Park  Towers  Vegas,  isn't  so  sure 
the  boom  will  last.  He's  decided  to  sit  this 
one  out.  "I'm  going  to  wait  for  the  deluge 
to  calm  down,"  says  Molasky.  He  keeps 
himself  busy  producing  a  265,000- 
square-foot  office  building  downtown  for 
the  Southern  Nevada  Water  Authority. 

Lanni  insists  he's  built  in  mecha- 


Meanwhile,  Downtown ... 

You  have  to  drive-6  miles  to  find  the  one  real  estate  gamble  in  Vegas  thi 
rivals  Terry  Lanni's  for  risk.  It's  a  61-acre  abandoned  rail  yard  just  we 
of  the  cluster  of  kitschy  casinos  and  low-rent  office  buildings  that  a 
fives  call  "downtown,"  usually  with  a  regretful  sigh.  The  rail  yard,  il 
hoped,  will  soon  be  transformed  into  a  new  downtown  to  make  the 
cals  proud.  The  city  and  various  private  developers  will  spend  $5  billion  trying  to  mal 
the  transformation  happen.  How  they  spend  it  will  depend  heavily  on  one  man: 
Miami  condo  developer  named  Jorge  Perez.  Perez's  development  company,  Relate 

Las  Vegas,  won  the  role  of  master  planner  for  tH 
site  and  will  be  the  primary  developer  of  condomir 
urns  and  retail  and  office  space  there. 

A  former  urban  planner,  Perez  is  an  evangeli 
for  the  rapid  development  of  forgotten  downtown 
His  $3  billion  (sales)  company,  Related  Group 
Florida,  has  been  peppering  Miami's  downtown  wi' 
fancy  condominium  towers  that  dwarf  anythir 
seen  there  before.  "People  crave  the  excitement 
being  with  other  people  in  interesting  enviroi 
ments,"  he  says.  He's  found  a  believer  in  Las  Vegj 
Mayor  Oscar  Goodman.  "I  told  Jorge:  'Build  me 
downtown,'"  the  mayor  says. 

Work  will  begin  at  Union  Park  next  fall,  wii 
three  civic  buildings  coming  first:  a  370, 00C 
square-foot  performing  arts  center  (financed  by 
rental  car  tax  and  donations  from  various  privai 
groups);  a  Frank  Gehry-designed  medical  center  specializing  in  Alzheimer's  care  ar 
research  (financed  mostly  by  charitable  donations);  and  a  new  city  hall,  paid  for  k 
the  city.  Related  itself  will  spend  $1  billion  developing  a  350,000-square-foot  offio 
building  and  900  luxury  condos  on  the  site  right  away.  A  baseball  stadium  and  moi 
commercial  and  residential  buildings  are  planned  for  later. 

Is  there  really  demand  for  high-end  condos  so  close  to  the  shabby  charm 
downtown?  "This  is  a  city  of  1.8  million  adding  80,000  new  residents  a  year,"  saj 
Related  Las  Vegas  President  Martin  Burger.  "It  takes  time.  But  we're  creating  a 
urban  atmosphere.  That  draws  people  in."  —Stephane  Fife 


nisms  to  protect  against  a  slowing  hous- 
ing market.  If  he  can't  presell  50%  of  the 
units  in  a  condo  building,  he  won't  build 
it.  But  the  site  is  going  to  look  awfully 
empty  if  he  suddenly  has  to  scrap  whole 
buildings;  a  lack  of  condo  revenue  wiH 
make  paying  for  other  parts  of  the  proj- 
ect, like  the  hotel  and  the  shopping  dis- 
trict, more  difficult. 

"I  think  our  projections  are  conserv- 
ative," says  Lanni.  "We  can  always  sell 
noncore  assets  or  issue  more  equity,  but 
if  the  economy  stays  strong  we  can 
finance  it  through  cash  flow  and  still  pay 


down  our  debt." 

If  Lanni  pulls  it  off,  he's  got  lots  mo 
room  for  expansion.  With  the  Mandak 
purchase  Lanni  secured  an  additional  1 
acres  behind  the  Monte  Carlo  and  Ne 
York-New  York.  With  19  acres  scatters 
around  CityCenter,  the  project  coul 
eventually  total  100  acres.  MGM  also  no 
owns  22  empty  acres  south  of  Mandak 
Bay  as  well  as  27  acres  north  of  Circi 
Circus  that  are  currently  being  used  as  a 
RV  park.  Both  of  those  sites  could  t 
future  homes  for  more  CityCenters — 
condos  grow  to  the  sky. 
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ello  World,  It's  China  Calling 


z 


TE  Corp.  may  not  ring  a  bell 
with  mobile  phone  users 
outside  of  China.  But  more 
and  more  digital  ring  tones  are  reaching 
ears  around  the  globe,  courtesy  of 
innovative  wireless  handsets  and  other 
telecom  systems  from  the  Shenzhen- 
based  company,  the  mainland's  biggest 
listed  maker  of  telecommunications 
equipment  ZTE  products  have  found 
their  way  to  more  than  60  countries 
Brazil  to  Russia.  Last  year  the  20-year-old  company  upstaged  the 
r  better-known  brands  when  it  unveiled  the  smallest  3G  cell  phone 
5  world,  a  feature-packed  marvel  weighing  just  1 04  grams. 

pi  innovations  are  helping  ZTE  win  recognition  by  phone  buyers, 
try  insiders,  investors  and  the  competition.  It  provided  an  ADSL 
Hband  Internet  network  to  OTE,  the  Greek  telecom  company,  for 
004  Olympic  Games  in  Athens.  ZTE  has  an  agreement  with  Alcatel 
ovide  the  French  telecom  company  CDMA-standard  cellular  base 
hs.  Brazilian  mobile  operator  Vivo  is  buying  ZTE  phones.  A  successful 
show  in  Europe  recently  put  on  display  ZTE's  advanced  technology, 
ing  its  cutting-edge  3G  and  fixed  3G  solutions. 

this  is  certainly  helping  the  bottom  line.  Last  year;  sales  rose  nearly 
:o  RMB2I.2  billion  (about  US$2.6  billion),  while  profrts  surged  24% 
'IB  1. 3  billion  (about  US$157  million).  During  the  first  six  months 
05,  income  from  outside  China  increased  1 30.8%  over  the  same 
d  in  2004,  contributing  30.5%  to  total  group  turnover  In  December 
ZTE  listed  on  the  Hong  Kong  stock  exchange,  raising  US$400 
n.  It  has  been  listed  in  its  hometown  bourse  since  1997. 


anuary  2004,Yin  Yimin  became  ZTE's 
lent.  A  1988  graduate  of  Nanjing 
rsity  of  Posts  and  Telecommunications, 
oyish-looking  4 1  -year-old  engineer  has 
ars  of  management  experience.  In 
:erview,Yin  discussed  ZTE's  global 
:gy  and  vision. 


What  is  ZTE's  competitive  advantage  in  the  global  market? 

We  have  the  ability  to  supply  our  customers  tailor-made  solutions  and 
build  value  for  them.  We  respond  quickly  to  customers'  requirements. 
No  other  rivals  have  as  wide  a  range  of  products  as  we  do  —  from 
systems  to  terminals  and  wireless  to  wireline.  In  the  mobile  field,  we 
cover  GSM,  CDMA  and  PHS.  And  in  3G,  we  have  mature  solutions 
under  all  three  standards,  so  we  have  the  advantage  of  being  conver- 
gence-ready. While  we  have  the  same  high-quality  technology  as  our 
competitors,  ours  is  much  more  cost-effective. 

What  is  your  vision  for  ZTE? 

To  grow  and  survive,  ZTE  must  go  global.  By  2008,  our  target  is  to  be 
a  world-class,  multinational  corporation.  In  a  few  years,  our  overseas 
revenue,  now  more  than  30%  of  total  turnover;  will  surpass  domestic 
income.  We  won't  give  up  on  any  potential  market  opportunity,  but  we 
won't  put  all  our  eggs  into  one  basket,  either  We  will  boost  coverage 
in  developed  markets,  while  increasing  market  share  in  developing 
countries.  We  know  full  well  that  to  pursue  opportunity  and  avoid  risk 
is  both  science  and  art. 

ZTE  invests  nearly  10%  of  its  annual  sales  income  into  R&D.  Why  is 
this  important? 

The  core  competence  of  any  high-tech  firm  is  its  human  resources 
and  its  own  intellectual  property.  The  personal  development  of  our 
employees  is  paramount.  About  a  third  of  our  human  resources  is 
focused  on  research  and  development.  ZTE  has  been  at  the  forefront 
of  the  global  effort  to  develop  new  international  standards  for  Next 
Generation  Networks  (NGN),  3G  and  optical  transmission.  In  1 998,  we 
established  an  R&D  center  in  New  Jersey.  Now  we  have  another  one  in 
Dallas.  We  have  I  I  R&D  centers  in  the  world,  including  China,  and  own 
more  than  2,400  patents,  most  of  them  original  innovations.  In  the  face 
of  keen  competition,  we  must  differentiate  ourselves  in  the  market.  • 


ZTE#* 

www.ZTE.com.cn 


;ers  

For  more  financial  stats,  go  to  www.forbes.com/makers. 

Drilling  for  Dollars 

In  Katrina's  aftermath  a  lot  of  attention  has  gone  to  restoring 
the  Gulf  of  Mexico's  oil  rigs.  Overlooked  is  the  world's  largest 
land  drilling  contractor,  nabors  INDUSTRIES  (68,  NBR).  With  oil  at 
$65  per  barrel  and  natural  gas  at  $10  per  million  Btu,  fossil  fuel 
demand  is  raging.  Nabors  rents  its  1 ,500  rigs  out  to  exploration 
outfits  from  Montana  to  Saudi  Arabia  at  rates  of  some  $10,000  a 
day  for  land  rigs  and  $200,000  for  offshore  ones. 

As  the  market  for  rigs  has  soared,  so  have  Nabors'  earnings, 
doubling  in  2005's  first  half  to  $259  million  on  $1.58  billion  in 
revenue,  up  41%.  Locking  in  future  profits,  Nabors  has  been 
signing  customers  to  longer  rental  contracts  at  higher  prices. 
Energy  analyst  Theodore  Harper  at  Frost  Bank  in  Houston  sees 
30%  earnings  growth  over  the  next  year. 

A  crash  in  oil  and  gas  prices  would  hurt  Nabors'  stock,  but 
that's  not  coming  soon.  Big  Oil  is  finding  that  to  make  up  for 
declining  production  from  aging  megafields  they  have  to  drill 
ever  more  holes  into  ever  smaller  reservoirs.  So  just  keeping  sup- 
ply constant  will  mean  more  work  for  Nabors. 

At  a  trailing  price/earnings  multiple  of  24,  Nabors  is  a  bar- 
gain compared  to  rivals,  mostly  smaller.  Transocean  trades  at  41 
times  earnings,  Diamond  Offshore  at  38,  Helmerich  &.  Payne  at 


38.  Nabors  also  sports  a  cash-rich  balance  sheet  with  12%  na 
debt.  There's  little  indication  of  a  crash  in  energy  prices  anytiml 
soon.  While  Nabors'  stock  is  up  39%  this  year,  Harper  sees  roon| 
to  grow.  — Christopher  Helmai 


Sweet  Deal 


Stock  price 


After  1 1 1  years  HERSHEY  (58,  HSY)  remains 
tasty.  A  roster  of  new  snacks,  namely  sin- 
gle-serve cookies  and  nutritional  bars, 
plus  a  move  into  premium  dark  choco- 
lates with  the  pur- 
chase of  Scharffen 
Berger,  should  drive 
growth  next  year. 
Providing  a  solid 
base  are  old  stan- 
dards like  Hershey's 
Kisses,  Reese's  Pea- 
nut Butter  Cups  and 
Kit  Kat.  After  mov- 
ing out  of  coffee,  pasta  and  restaurants, 
Hershey  has  gained  share  in  the  confec- 
tionary category. 

Trouble  is,  acquisition  costs  and  a 
costly  restructuring  plan  hurt  first-half 
results,  with  earnings  down  15%  to  $215 
million  on  $2.1  billion  in  sales.  That  led 
to  a  stock  selloff  from  the  yearly  high  in 
May,  $67.  Merrill  Lynch  analyst  G. 
Leonard  Teitelbaum  argues  the  growth 
outlook  warrants  a  buy.  — fVfarfc  Tatge 


Military  Support       III  Fitting 


Not  all  defense  contractors  make  guns, 
missiles  and  planes,  engineered  support 
SYSTEMS  (33,  EASI)  has  cashed  in  on  the 
military  boom  by  manufacturing  equip- 
ment like  air-conditioning  and  heat 
pumps,  mobile  power  generators  and 
tank  transporters  for  the  Pentagon.  Engi- 
neered Support  has  been  growing  at  dou- 
ble-digit rates  since  2003,  and  Selman 
Akyol,  an  analyst  at  Stifel,  Nicolaus, 
expects  this  to  continue. 

There  are  some  snags:  Engineered 
Support  has  had 
production  delays 
with  a  big  power 
generation  and  dis- 
tribution program. 
Temporary,  says 
management.  At  a 
17  P/E,  it's  not  too 
cosdy  and  is  slightly 
cheaper  than  the  sector.  Earnings  for  the 
first  three  quarters  through  July  showed 
a  16%  gain  to  $63  million  on  $756  mil- 
lion in  sales.  — Allison  Fass 


Stock  price 
S4Q 


9/30/04  9/7/05 


The  retro  look  is  back  at  clothing  retaile 
GAP  (19,  GPS),  at  least  in  business  terms 
After  losing  its  fashion  touch  in  2002,  GaJ 
fell  into  the  red  and 
ousted  longtime 
head  Millard  Drexler. 
New  Chief  Paul 
Pressler  fixed  the  fi- 
nances and  resumed 
growth.  But  lately 
worrisome  snafus 
make  it  seem  like  a 
2002  flashback.  The  below-market  P/E  (15) 
is  no  comfort. 

Gap's  Web  site  redesign  has  choke» 
off  its  Internet  sales  in  the  middle  of  thi 
high-volume  back-to-school  season 
Renewed  fashion  mishaps  have  led  t< 
months  of  drooping  comparable  ston 
sales;  the  latest:  down  9%  in  August 
While  Pressler  has  increased  first-hal 
earnings  11%  to  $563  million,  sales  wen 
flat.  It  will  be  hard  to  win  back  customer 
from  the  likes  of  L.L.Bean  and  Hann. 
Andersson.  Short  it.  — Daniel  Kruge\ 
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BUSINESS  DECISION  BECAME  A  BETTER  HEALTH  PLAN." 

We'll  be  the  first  to  admit  that  Health  Net  looks  really  good  on  paper  25  years  of  experience  More  than  2  million  members 
in  California  alone.  Backed  by  Health  Net  Inc.  with  annual  revenues  of  $12B.  But  we're  even  better  in  action.  With  products 
that  offer  the  affordability  and  control  employers  need  and  the  choices  employees  are  looking  for.  Pius  a  program  called 
Decision  Power5"  that's  included  with  every  group  plan.  It  gives  employees  reso    ;s  like  a  person?,  Health  Coach,  support 
videos  and  reliable  information  to  help  them  better  understand  their  condition  and  treatment  options. 

Like  Health  Net,  Decision  Power  has  developed  quite  of  a  following.  More  than  100,000  members'  have  used  Decision  Power 
since  its  inception  last  year.  Surveys  show  that  80%  report  that  talking  with  a  Health  Coach  helped  them  improve  their 
condition  and  95%  would  recommend  the  service  to  a  friend.2  So  if  you'd  like  to  hear  more  about  a  health  plan  with 
programs  proven  to  make  a  difference  in  utilization  trends  and  patient  satisfaction,  call  your  Broker  today.  Or  call  Health  Net 
1  -800-448-441 1 ,  option  4.  Or  visit  www.healthnet.com 

Health  Net' 

A  Better  Decision 


OOO  members  in  Health  Net  affiliated  plans.    'Health  Dialog  Services  Corporation  member  survey.      Health  Net*  of  California,  Inc..  is  a  subsidiary  of  Health  Net.  Inc  Health  Net.  Inc  s  HMO,  POS.  insured 
d government  contracts  subsidiaries  provide  health  benefits  to  6  million  members  nationwide  through  group,  individual,  Medicare,  Medicaid  and  TRICARE  programs  Health  Net.  Inc  has  $12  Billion  in  annual 
revenues.  ©  2005  Health  Net  of  California.  Inc.  Health  Net*  is  a  registered  trademark  of  Health  Net.  Inc.  Health  Net's  Decision  Power  is  a  service  mark  of  Health  Net.  Inc.  All  rights  reserved. 


Because 

Back-to-School 

becomes 

Off-to-College 

way  too  fast. 


Now  is  the  time  to  consider  ScholarShare,  California's  low-cost  529  College  Savings  Pla 

•  Don't  just  save  for  college.  Invest. 

•  Pay  no  federal  or  California  income  tax  on  any  income  growth 
in  your  Account  until  withdrawal. 

•  Good  at  virtually  any  accredited  college  in  the  U.S. 

•  Managed  by  TIAA-CREF  Tuition  Financing,  Inc. 

•  Make  regular  contributions  from  your  checking  or  savings  account 
through  the  Automatic  Contribution  Plan. 

•  Start  saving  today  with  as  little  as  $25. 
Go  to  scholarsharel26.com  or  call  1  866  591-4086  today. 


GOLDEN  STAli 

ScholarShafI 

COLLEGE   SAVINGS  TRtl 

You  can  do  this. 


Open  a  new  ScholarShare  Account  online  by  September  30  with  a  minimum  contribution  of  $100  and  g 

$50  OfficeMax*  gift  card. 

Enroll  online  at  scholarsharel26.com*. 


Terms  and  Conditions:  Offer  subject  to  complete  Terms  and  Conditions,  available  at  scholarsharel  26.com.  Offer  open  only  to  legal  residents  of  toe  50  United  States  and  District  of  Columbia  18  ot 
as  of  8/24/05.  Void  where  prohibited.  Between  8/24/05  and  9/30/05.  to  receive  one  (1 )  S50  OfficeMax  gift  card,  visit  scholarsharel  26.com  and  follow  toe  directions  to  open  a  new  ScholarShare  Aa 
online  with  a  minimum  contribution  of  $100.  Limit  one  S50  OfficeMax  gift  card  per  eligible  new  Account  with  a  maximum  of  two  S50  gift  cards  per  applicant.  Gift  card  subject  to  terms  and  condrbi 
specified  by  OfficeMax.  You  are  not  eligible  for  this  offer  if  you  open  a  ScholarShare  Account  naming  yourself  as  toe  Account  Beneficiary  and/or  if  you  have  already  received  S100  in  gift  cerbfl 
gift  cards  or  other  monetary  awards  from  TIAA-CREF  Individual  &  Institutional  Services,  LLC.  or  Teachers  Personal  Investors  Services.  Inc..  between  1/1/05  and  12/31/05  See  Terms  and  Condftx 
complete  details. 

The  law  allowing  federal  income  tax-free  qualified  withdrawals  is  set  to  expire  on  December  31 . 2010  Congress  may  or  may  not  extencftoe  law  beyond  this  date 

Investment  management  and  program  administration  for  toe  Golden  State  ScholarShare  College  Savings  Trust  Program  are  provided  by  TiAA-CREF  Tuition  Financing,  Inc.  ("TFO.  and  investments  are 
through  Teachers  Personal  Investors  Services,  Inc.  ("PIS"),  and  TIAA-CREF  Individual  &  Institutional  Services.  LLC  ("Services"),  as  distributors.  Interests  in  toe  ScholarShare  Program  are  mu 
fund  securities  issued  by  toe  ScholarShare  Investment  Board  as  descnbed  in  toe  ScholarShare  Disclosure  Booklet  OfficeMax  and  its  affiliates  do  not  manage,  issue,  distribute  or  adminisl 
ScholarShare  Program. 

The  State  of  California,  its  agencies,  TiAA-CREF  Tuition  Financing,  Inc.,  Teachers  Insurance  and  Annuity  Association  of  America  and  its  affiliates  do  not  insure  any  Account  or  guarantee  its  princ 
investment  return  except  for  TIAA-CREF  Life  Insurance  Company's  guarantee  to  ScholarShare  under  toe  funding  agreement  for  toe  Guaranteed  Option  Account  value  will  fluctuate  based  upon  a  n 

of  factors,  including  general  market  conditions. 

Consider  the  investment  objectives,  risks,  charges  and  expenses  before  investing  in  the  Golden  State  ScholarShare  College  Savings  Trust. 
Please  visit  scholarshare126.com  for  a  Disclosure  Booklet  containing  this  information.  Read  it  carefully. 

Before  investing  in  a  529  plan,  you  should  consider  whether  the  state  you  or  your  designated  beneficiary  reside  in  or  have  taxable  income  in  has 
a  529  plan  that  offers  favorable  state  income  tax  or  other  benefits  that  are  only  available  if  you  invest  in  that  state  s  529  plan. 

The  OfficeMax  logo  is  a  registered  trademark  of  OfficeMax  North  America,  Inc.  All  rights  reserved.  OfficeMax  is  not  a  participating  sponsor  of  this  promotion      TKX       C341 39 
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Nfew  Style,  CLUB  ANA* 


he  Internet  Access  Service  on  Our  Daily  Transpacific  Flights. 

>w  available  on  New  York— Tokyo  flights,  will  be  on  Los  Angeles— Tokyo  flights  this  October. 


VA@AIR 


connexion 


Experience  the  ultimate  comfort  in  ANA's  newest  Boeing  777-300ER,  the  world's  widest  bed  in  First  Class, 
full  flat  seat  in  Business  Class  and  our  famous  attentive  service  in  all  classes.  Our  state-of-the-art  aircraft  provides 
ANA@A!R*.  high-speed  in-flight  internet  service.  On  long  flights,  use  the  time  to  focus  on  business  as  usual 
II n  your  seat,  for  a  remarkable  increase  in  efficiency.  Stay  in  touch  with  the  world  until  you  touch  down. 
I  ANA  for  your  next  trip  to  japan  or  other  Asian  destinations. 


ce  provided  by  Connexion  by  Boeing'"".  Charges  apply.  Visit  www.fly-ana.com  for  further  information. 
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A  STAR  ALLIANCE  MEMBER 


stop  to  Tokyo  from  New  York,  Washington  DC,  San  Francisco,  Los  Angeles  and  Honolulu.  |  WWW.FLY-ANA.COM  |   I  -800-2-FLY-ANA 


Like  you,  it's  an  oval  peg  in  a  square  world. 


v  anish  Design  since  1925 


>ome  move  to  a  different  beat.  Especially  when  it's  provided  by  BeoCenter  ?  ThP  hr,  ,chan  ai  ■ 
ind  your  nearest  Bang  &  Olufsen  store  at  www.bang-olufsen.com  or  call  800  971  4129. 


he  distinctive  BeoCenter  2 


BANG  &  OLUFSEN 


Bang  &  Olufsen  Broadway  Plaza  1 1 98  Broadway  Plaza  925.947  1605  be 
Bang  &  Olufsen  Costa  Mesa  3333  Bristol  Street,  #2873  714.751.2300 
Bang  &  Olufsen  Fashion  Valley  7007  Friars  Road  #617  619  5^ 
Bang  &  Olufsen  Old  Pasadena  1 7  East  Colorado  Boulevard  626  449  51 72 
Rann  „  nl  .      c     £        Ban9  &  0lufsen  Rode°  Drive  369  North  Rodeo  Drive  3 1 0  247  7/ 
Bang  &  Olufsen  Stanford  Shopping  Center  1 1 A  Stanford  Shopping  Center  650  322  2264  b 
Bang  &  Olufsen  San  Francisco  Design  Center  1  Henry  Adams  Street  415.626.7580  ic 
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VARIETY  ISTHE  SPICE  OF 
HEALTHY  BUSINESS. 


Looking  after  personal  health  has  taught  us  something  about  looking  after  business  health:  listen  carefully 
and  respond  to  your  needs. To  help  keep  your  company  healthy  we're  offering  a  range  of  new  options  to 

provide  a  complete  solution  for  your  coverage  and  to  manage  your  costs: 

I     I     •     ■     I     I     I     -   j    I     1  • 

•  HMO  deductible  plans  •  POS  and  PPO  plans 

•  Co-payment  plans  from  $5-$50  •  Deductible  plans  from  S250 -51,500 

•  CarePay  suite  of  financial  products  —  including  a  credit  card  and  CarePay  Health  Savings  Accounts 
(available  in  2006) 

More  choices  make  our  integrated  system  more  accessible,  so  your  people  can  live  well,  be  well,  and  your 
whole  business  can  thrive. To  find  out  what's  different  about  us,  call  your  authorized  Kaiser  Permanente  broker 
or  visit  us  at  employers.kp.org 
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Housing  Bust 
Ahead 

A BUBBLE  IS  USUALLY  NOT  A  BUBBLE  IF  EVERYONE  CALLS 
it  that.  Still,  for  all  the  publicity  about  overheated 
housing  prices,  I  see  a  real  risk  that  these  prices  will 
fall,  occasioning  some  very  unpleasant  economic 
aftereffects.  I  disagree,  in  other  words,  with  Steve 
Forbes,  who  says  (see  his  Sept.  19  Fact  &  Comment)  that  there 
isn't  much  in  home  prices  to  worry  about 

The  link  between  residential  real  estate  and  the  state  of  the 
economy  has  to  do  with  Americans'  dismally  low  saving  rate. 
Leaping  house  prices  make  consumers  feel  wealthy  so  they  save 
less  and  borrow  more.  Extracting  money  from  their  homes 
when  they  either  refinance  or  move  and  take  out  a  bigger  mort- 
gage, all  too  many  homeowners  use  borrowed  funds  to  make  up 
for  their  declining  incomes  and  huge  energy  bills.  Baby  boomer 
households  have  median  financial  assets  of  only  $50,700,  not 
enough  for  a  comfortable  retirement.  They  think,  however,  that 
ever  rising  home  values  will  bail  them  out. 

The  price  run-up  has  been  thrilling.  Home  prices  normally 
grow  in  step  with  the  Consumer  Price  Index,  rentals  and 
incomes,  but  in  recent  years  have  left  all  three  well  behind. 
Condo  prices  now  exceed  single-family  home  prices  for  the  first 
time  as  investors  bid  them  up  and  flip  the  properties  before  the 
buildings  are  even  started. 

What  greater  fools  will  take  overpriced  homes  off  the  specu- 
lators' hands?  Why,  the  baby  boomers'  offspring  and  new  immi- 
grants— so  say  the  bulls. 

History  also  suggests  that  a  housing  boom  does  not  have  to 
end  violently.  The  Federal  Deposit  Insurance  Corp.  counted  63 
home-price  run-ups  in  various  cities  over  the  last  30  years,  but 
so  far  just  9  of  these  ended  in  busts,  and  all  of  those  were 
regional.  Oil-patch  real  estate  rose  with  energy  prices  in  the 
1970s  and  followed  them  down  in  the  mid-1980s.  Southern  Cal- 
ifornia housing  jumped  with  aerospace  in  the  Reagan-era  mili- 
tary expansion  and  collapsed  in  the  early  1990s  with  the  Cold 
War's  end. 

Unfortunately,  a  closer  look  is  sobering.  There  is  little  cor- 
relation between  housing  activity  and  the  pop- 
ulation of  young  adults  likely  to  set  up  house, 
so  Generation-X  and  immigrants  won't  neces- 


sarily be  on  hand  to  buy  the  boomers'  homes. 

The  next  housing  bust  might  be  national.  Japan's  property 
collapse  in  the  1990s  is  a  chilling  example.  The  U.S.  had  a 
nationwide  bust  in  the  1930s. 

Today's  boom  is  national  in  scope:  low  interest  rates,  loose 
mortgage-lending  practices  and  investor  caution  over  stocks 
following  the  2000-02  bloodbath.  Yes,  today's  boom  is  mainly 
on  the  coasts,  but  that's  where  the  population  and  income  are 
concentrated.  When  the  U.S.  bubble  breaks,  it  will  affect  more 
families  than  the  recent  stock  slump,  since  69%  of  families  own 
their  abodes  while  50%  own  stocks.  Low-income  folks  are  more 
vulnerable,  having  more  invested  in  their  homes  than  in  the 
stock  market. 

I  don't  see  high  interest  rates  puncturing  the  balloon.  Robust 
deflationary  forces  will  continue  to  depress  Treasury-bond  and 
long-term  mortgage  yields,  while  option  adjustable-rate  mort- 
gages offset  Fed  tightening. 
Neither  will  accounting  prob- 
lems at  Fannie  Mae,  which 
guarantees  the  immense  mort- 
gage-backed securities  market, 
be  to  blame.  Washington  prob- 
ably would  bail  out  Fannie 
before  a  catastrophe  occurred. 

And  I  also  doubt  that  the 
aftermath  of  Hurricane  Kat- 
rina  will  kill  the  boom.  The 
need  to  rebuild  the  Gulf  area  is  | 
vast,  and  that  economic  stimu- 
lus will  hold  down  the  unem- 
ployment that  would  squeeze 
out  many  first-time  buyers. 
The  real  threat:  Prices  will] 
get  so  high  that  potential  buyers  will  stand  aside  and  nervous 
speculators  will  dump  their  properties  on  the  market.  Already) 
the  supply  of  existing  housing  for  sale  is  jumping.  Despite  thd 
post-Katrina  investor  enthusiasm,  housing-related  stocks  are  orj 
borrowed  time.  Home  builders  and  building  suppliers,  mort^ 
gage  lenders,  mortgage  insurers,  appliance  makers  and  do-it-| 
yourself  retailers  eventually  will  all  suffer.  You  should  use  the 
current  rally  to  sell  their  shares. 

Coming  on  top  of  earlier  stock  losses,  the  destruction  o( 
housing  wealth  will  end  the  quarter-century  binge  of  borrowing 
and  spending  and  initiate  a  consumer  saving  spree.  That  will 
hurt  credit  card  issuers  and  providers  of  discretionary  goodl 
and  services  such  as  autos,  cruise  lines,  airlines  and  hotels.  Higl 
energy  prices  are  already  harming  Wal-Mart,  and  falling  housl 
prices  will  spread  the  pain  up  the  retailing  spectrum. 

This  is  a  dire  forecast.  Still,  a  severe  nationwide  break  ij 
house  prices  could  destroy  enough  net  worth  and  spawn  a  bi 
enough  financial  crisis  to  shift  the  good  deflation  of  excess  sup 
ply  I  foresee  to  the  bad  deflation  of  deficient  demand. 


Despite  all  the 
enthusiasm  for 
post-Katrina 
rebuilding,  house 
prices  are  very 
vulnerable.  And 
the  coming  real 
estate  bust  will 
be  dire  indeed. 
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espite  the  best  laid  plans,  it  is  impossible  to  anticipate  all  possible  risks, 
he  question  is  simply:  how  does  one  best  manage  it?  With  the  myriad 
sks  facing  companies  today  what  is  the  "right"  kind  of  planning? 


m  Forbes  editors  and  risk  management  experts  including 
ef  Risk  Officers,  CFOs  and  Treasurers  as  they  discuss  how 
y  are  managing  their  corporate  risks,  and  the  management 
iniques  and  tools  they  employ. 

is  exclusive  event  will  culminate  with  a  dinner  cruise 
jnd  Manhattan  aboard  the  Forbes  yacht,  The  Highlander. 
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■  The  effectiveness  of  ERM. 

■  The  best  way  to  build  reputational  capital. 
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M&A  transitions. 

»  How  the  disappearing  dollar  could  affect 
your  company. 
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Smoke 
Screens 


TOO  MUCH  INFORMATION  (TMI)  IS  A  PROBLEM  I  HAVE 
become  very  sensitive  to  of  late.  I  have  gotten  in  the 
habit  of  using  the  acronym  TMI  around  the  house  to 
cut  off  irrelevant  babble  from  my  teenage  sons.  But 
TMI  is  at  issue  on  Wall  Street,  too.  Investors  suffering 
from  this  affliction  get  so  buried  in  unimportant  details  that 
they  miss  the  important  ones. 

You  get  exposed  to  TMI  on  financial  news  shows.  The  dirty 
little  secret  of  these  programs  is  that  they  have  way  more  time 
available  than  important  things  to  say.  So  they  fill  their  hours 
with  ranting  snake-oil  salesmen  whose  diatribes  have  nothing  to 
do  with  real  investing.  I'll  bet  it's  been  a  long  time  since  you 
heard  "balance  sheet"  on  television. 

Here's  another  place  where  TMI  crowds  out  good  informa- 
tion TV  drug  advertising  bombards  people  with  claims  that 
powerful  medications  will  do  wonders.  So  viewers  saunter  off  to 
the  doctor  to  request  a  prescription,  and  often  the  doctor  will 
dutifully  fill  it. 

What  about  the  side  effects?  Caveats  are  to  be  found,  but 
they  are  tucked  away  in  the  crowded  inserts  that  come  with  the 
pills  They  are  smothered  in  TMI.  If  you  try  to  research  a  drug  on 
the  Internet,  you  must  thrash  through  a  thicket  of  abstruse  med- 
ical jargon  or  outright  falsehoods. 

For  patients  the  pernicious  result  of  the  TMI  assault  is  a  wide- 
spread belief  that  we  are  entided  to  live  in  a  riskless  society.  How 
did  we  come  to  expect  that  all  medication  should  be  without  side 
effects?  What  has  happened  to  common  sense?  As  a  result  plain- 
tiff lawyers  are  enjoying  a  bountiful  hunting  ground,  as  evidenced 
by  the  Aug.  19  judgment  in  Texas  against  Merck. 

A  jury  awarded  $253  million  to  the  family  of  a  man  who 
died  of  a  heart  attack  after  taking  Merck's  arthritis  painkiller, 
Vioxx.  The  family's  lawyer  slammed  Merck  for  not  disclosing 
test  results  that  Vioxx  carried  cardiac  risks,  overlooking  the  tact 
that  heart  arrhythmia-the  cause  of  Texan  Robert  Ernst  s 
death-was  not  one  of  those  risks.  Although  this  vast  sum  prob- 
ably will  be  reduced  to  $26  million  because  of  Texas  cap  on 
awards,  the  verdict  has  inspired  others  to  sue. 

For  investors  the  pharmaceutical  industry's  negatives  are 
legion.  Aside  from  hungry  lawyers,  there  are  expiring  patents, 


increasing  cost-containment  pressures  and  growing  Food  & 
Drug  Administration  caution  about  approving  new  drugs.  Yet 
the  virtue  of  this  dreary  list  is  that  now  good  drug  stocks  are 
cheap.  The  TMI  cacophony  surrounding  pharma  stocks  is  creat- 
ing an  excellent  investing  opportunity. 

Two  great  businesses  are  Merck  (28.MRK)  and  Pfizer  (25.PFE). 
With  the  enormous  amount  of  broadcast  time  devoted  to  the 
Texas  judgment,  you'd  never  know  that  Merck  has  $13  billion 
in  cash  on  its  balance  sheet.  Or  that  Merck  likely  will  earn  $2 
billion  in  free  cash  flow  (net  income  plus  depreciation  and 
amortization,  minus  capital  spending  and  dividends)  this  year, 
down  slightly  from  $2.2  billion  in  2004. 

We  know  way  too  much  about  the  Ernst  plaintiff  attorney  s 
emotional  argument  to  the  jury  and  way  too  little  about  Merck's 
virus  vaccines  in  its  research-and-development  pipeline,  such  as 
Proquad  (a  vaccine  for  measles,  mumps,  rubella  and  varicella) 

and  Zostavax  (for  shingles).  At 
a  low  10.4  times  earnings  and  9 
times  free  cash  flow,  Merck 
stock  already  has  discounted 
future  Vioxx  legal  payouts  up 
to  $40  billion. 

On  the  positive  side,  we 
shouldn't  assume  that  MercW 
will  lose  on  appeal  or  continue^ 
to  be  chewed  up  by  juriesj 
Some  20  million  people  tooM 
Vioxx.  They  weren't  all  wrong] 
They  did  benefit.  After  all,  i 
every  medicine  had  to  be  com 
pletely  safe,  we  would  have  nd 
medicine,  period. 

Pfizer  has  been  forced  tc 
weather  the  same  negative  climate.  The  well-publicized  withi 
drawal  of  its  next-generation  Cox-2  inhibitors  earlier  this  yea 
has  obviously  cost  the  firm  dearly.  The  patent  challenges  to  cha 
lesterol  remedy  Lipitor  are  formidable.  But  at  8.5  times  free  casl 
flow  and  9.5  times  earnings,  the  stock  has  a  lot  of  the  bad  ne*| 
already  factored  in.  I 
Pfizer's  $1.9  billion  purchase  of  biotech  company  Vicuro 
earlier  this  year  is  the  beginning  of  a  healthy  trend,  as  big  pharrrj 
refills  its  pipeline.  J 
Affordable  opportunities  exist  in  health  care  besides  the  beta 
guered  drug  behemoths.  One  of  my  favorites  is  Hearth  Manag 
ment  Associates  (24.HMA),  trading  at  17  times  earnings.  It  operafl 
rural  hospitals,  where  competition  is  sparse.  Sales  and  earnings  a 
soaring.  Management  pays  attention  to  details;  witness  the  AT* 
installed  in  the  emergency  rooms.  In  early  August  the  compa 
said  it  would  repurchase  as  much  as  4%  of  shares  outstanding. 

Emerging-market  investors  bemoan  the  lack  of  informal 
At  home  we  often  have  too  much.  The  clutter  shouldn't  blind' 
to  fine  investments. 


Wondrous 
claims  for  drugs 
bombard  us,  so 
people  think 
they  deserve  to 
live  in  a  risk-free 
society.  Thus 
the  Vioxx 
verdict. 
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Stock  Trends  LaszloBirinyiJr 


A  Vexing 
Market 

THE  URGE  TO  CALL  THE  MARKET'S  DIRECTION  IS 
fierce.  Trouble  is,  that  is  devilishly  hard  to  do.  It's  best 
to  be  wary  of  those  who  build  their  investment  strate- 
gies around  market  timing.  Also  dangerous:  people 
who  think  they  see  turning  points  at  which  all  the  old 
laws  about  investing  are  repealed.  In  the  late  1990s  a  lot  of 
investors  were  convinced  that  technology  had  given  rise  to  a  new 
paradigm  in  which  the  market's  direction  would  be  ever  sky- 
ward. The  mantra  of  that  era-"It's  different  this  time"-came 
crashing  down  when  investors  realized  that  profit-free  Internet 
companies  weren't  such  a  good  idea  after  all. 

Vintage  periodicals  give  us  a  window  on  how  wrong  market 
forecasts  can  be.  My  collection  of  market  memorabilia  includes 
the  1979  BusinessWeek  issue  with  the  infamous  "Death  of  Equi- 
ties" cover.  I  also  retain  a  lesser-known  and  more  accurate  FORBES 
issue  from  a  month  later,  "Back  From  the  Dead?",  pooh-poohing 
the  silly  notion  that  stocks  were  finished  just  because  there  had 
been  a  prolonged  bear  market.  The  roaring  1980s  gave  lie  to  the 
BusinessWeek  story.  One  thing  that  hasn't  changed  is  the  long- 
term  viability  and  resilience  of  the  stock  market. 

Let's  look  at  what  has  changed.  Another  old  magazine  I  own, 
a  1950  Time,  had  a  cover  highlighting  very  cheap  blue  chips  with 
very  high  yields.  General  Motors  had  a  price/earnings  multiple 
of  6  and  a  dividend  yield  of  11%,  Boeing  a  7  P/E  and  an  8.6% 
yield,  Phelps  Dodge  a  7  P/E  and  an  8.3%  yield.  At  the  time  the 
S&P  500  had  an  average  P/E  of  7  and  yielded  6.9%.  All  this  came  at 
a  time  when  long-term  Treasurys  offered  a  mere  2.3%  yield  to 

maturity.  .    ,  , 

Today  the  S&P  500  has  a  19  P/E  and  a  2%  dividend  yield.  It  s 
not  as  cheap  as  it  was  55  years  ago.  But  does  that  mean  that 
stocks  are  a  bad  buy?  No.  The  current  market  is  different  m  that 
it  is  the  first  bull  market  in  the  last  half-century  where  multiples 
have  contracted.  At  the  start  of  this  bull  market  in  October  2002, 
the  market  P/E  was  27.  Stocks  have  since  climbed,  yet  multiples 
are  down  because  earnings  have  climbed  even  faster. 

The  P/E  quandary  shows  how  the  2005  market  defies  expla- 
nation. This  is  a  forecaster's 
nightmare.  Investors  are  not 


Stocks  are  far 
more  expensive, 
in  relation  to 
earnings  and 
dividends,  than 
they  were  55 
years  ago.  Does 
that  make  them 
a  bad  buy?  No. 


as  were  previous  ones.  Once  again  earnings  were  a  surprise  in 
this  year's  second  quarter  when  the  general  consensus  was  for 
an  increase  in  the  7%  range;  instead  the  numbers  were  closer  to 
12%.  Oddly,  many  companies  that  initially  beat  estimates  and 
traded  higher  have  since  retreated. 

My  firm  recently  analyzed  the  market's  reaction  to  three 
dozen  monthly  economic  indicators  and  found  that  the  ones 
with  the  greatest  effect  are  not  those  that  measure  the  economy, 
inflation  or  monetary  conditions.  Rather,  the  sharpest  moves 
come  from  sentiment  measures  such  as  consumer  confidence. 
Alas,  those  also  are  the  most  difficult  to  predict. 

Technical  analysis  doesn't  offer  much  help  here.  Technicians, 
noting  the  strength  in  the  advance-decline  line  lately,  have  fore- 
cast at  least  six  more  months  of  higher  prices.  Of  course,  when 
more  stocks  are  advancing  than  declining  it  is  a  bullish  signal 
These  same  worthy  souls  apparendy  have  forgotten  the  lesson  of 

1999,  when  they  argued  that 
the  market  was  going  down 
because  that  indicator  was  neg- 
ative; the  S&P  ended  that  year 
with  a  19%  gain.  My  read  on 
the  advance-decline  line  is  that 
within  a  bullish  climate  it  tends 
to  peak  12  months  before  the 
market.  No  one  can  tell  when  it 
is  peaking  until  afterward, 
though. 

In  2005  the  market's  direc- 
tion is  to  some  degree  linked  to 
the  daily  fluctuations  of  oil, 
which  is  a  puzzle  unto  itselfJ 
ExxonMobil  peaked  in  early 
March  at  $64,  then  fell  even  as 
the  price  of  oil  surged.  Only  because  of  Katrina  has  Exxon 
perked  up,  approaching  $62. 

Market  reaction  to  news  these  days  can  be  very  confound- 
ing. On  Aug.  5  a  strong  employment  report  spooked  mvestor, 
over  the  prospects  of  higher  rates,  and  the  market  sold  off.  Bu, 
on  Aug.  9,  when  the  Fed  raised  interest  rates  because  or 
strengthening  economy,  investors  were  encouraged  and  the  Do* 
Jones  industrial  average  rallied  79  points.  Then  on  Aug.  16  Wal 
Mart  reported  weakening  sales  gains,  which  was  interpreted  a 
reflecting  a  slowing  economy,  and  the  Dow  slumped  121  points 
What  can  you  glean  amid  the  market's  day-to-day  turbu 
lence?  Housing  stocks,  despite  their  August  performance,  are  sti 
attractive.  William  Lyon  Homes  (150,  WLS),  whose  earnings  hav 
expanded  at  a  15%  annual  clip  since  1999,  is  up  $80  this  yea 
That's  pricey  in  dollar  terms,  but  it  still  trades  at  only  seve 
times  trailing  earnings.  Even  better  is  KB  Home  (73,  OH)  at  te 
times  earnings,  despite  a  17%  ten-year  growth  rate.  Unlike  fa 
!  low  columnist  Gary  Shilling  (seep.  110),  I  think  housing  will 
kept  aloft  by  a  still-robust  economy. 


as  focused  on  fundamentals  I  -  ; 
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Their  lives  went  from 
uncertain  to  promising. 


Isabella  and  Bias 

For  most  children,  success  in  school  is  determined 
before  they  even  arrive  -  before  age  six.  Their  parents 
are  giving  Isabella  and  Bias  an  early  start  to  help  them 
learn  essential  math  and  reading  skills  they  can  use  in 
the  classroom. 

Helping  parents  raise  healthy,  successful  children  is 
a  mission  Oakland  Family  Services  and  other  United 
Way  Success  by  partner  organizations  can  only 
accomplish  with  your  investments.  Will  you  help  the 
children  in  your  community? 


Was  it  you  who  made  their  future  brighter? 

When  you  invest  in  United  Way,  you  invest  in 
the  people  in  your  community.  You  help  kids 
get  the  care  they  need  to  be  healthy  and 
successful.  You  help  make  families  stronger 
and  happier.  You  help  young  people  shine. 
And  that  makes  Wayne,  Oakland  and  Macomb 
counties  better  places  to  work,  play  and  live. 

"Please  join  me  in  giving  at  work  or  on 
United  Way's  website,  uwsem.org. 
And  help  keep  the  flame  alive" 

Dr.  Dieter  Zetsche, 

General  Chair,  2005  Torch  Drive 


invest  in 
what  matters; 


United 
Way 


United  Way 

for  Southeastern  Michigan 


volunteer  visit  uwsem.org.  To  get  help  call  1-800-552-1183. 


Rome  Floren 


onte  Carlo 


Tie,  -TUrJ& 


Steve  Forbes 
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April  24-May  5, 2006  Crystal  Serenity  Rome  to  Southampton  (London) 


Join  the  Forbes  Family  for  an 
Investment  Seminar-at-Sea 

Explore  the  Eternal  City  as  never  before 
with  private  visits  to  the  Vatican  Museums, 
the  Sistine  Chapel,  and  a  gala  evening  at  the 
magnificent  Palazzo  de  Colonna  (see  inside 
for  details) 

Experience  11  fabulous  days  of  cruising  on 
the  only  six-star  luxury  liner 

Learn  and  Profit  from  top  money  experts 
as  they  share  their  wisdom,  forecasts,  and 
investment  recommendations 

Relax  with  royal  treatment 
from  the  acclaimed  staff 

European  service  I^S^BhE 

sets  Crystal  Cruises 

apart 

Enjoy  sparkling      g5|  tk 

evenings  of  j^K-^Jts 

Broadway-style  « 

entertainment  or 

dance  the  night 

away  to  big-band  -  W 

classics  ;lMn^W 


Ken  Fisher        John  Rutledge        Ralph  Bloch       Rich  Karlgaard         Ken  Shea 





ns  start  as  low  as  $9,490  per  couple!  To  receive  a  full-color 

nd  reserve  your  cabin,  call  800/530-0770  or  visit  www.lnvestmentCruise.co 

rfoWo  tho  1 1?  nifiasfi  nail  941  /955-0323, 9:00  am  -  5:00  pm  EST)  004621 


Advertisement 


Instant  Advertiser  Information  to  receive  free  information 

from  Forbes  advertisers  visit  their  web  sites  or  call  the  listed  phone  numbers 

Forbes  Magazine  October  3, 2005 


ADRs 

^  Aetna 

1-800-872-3862 

www.aetna.com 

^  Arkansas  Department 

Economic  Development 

1-800- ARKANSAS 

www.  1  -800- ARKANSAS  .com 

Automotive 

^  Aston  Martin  North  America 

1-866-NA-Aston 

www.astonmartin.com 

^  BMW 
1-800-334-4BMW 

www.BMWusa.com 

^5  Land  Rover.Range  Rover 

www.landrover.com 

^5  Toyota 

www.toyota.com/usa 


Computer/Technology 

^  Sybase 

w  ww.sybase  .com 

^  Xerox  MFP 
1-800-ASK-XEROX 

w  w  w.xerox  .com/  office 

Telecommunications 

^  ZTE  CORPORATION 

+1-972-671-8885 

www.zte.com.cn 


Business  to  Business 
^  General  Electric 
www.ge.com 


The  late  physicist 
Richard  Feynman  spent 
II  years  trying  to  visit 
a  mysterious  postage- 
stamp-size  country  hidden 
at  the  midpoint  of  Asia.  We 
succeed  where  he  failed. 
By  James  M.  Clash 

IN  THE  19TH  CENTURY  BRAVE 
Mongolian  nomads  rode  icebergs 
north  on  Siberia's  Yenisei  River, 
trying  to  reach  Tuva,  a  65,830- 
square-mile  Shangri-la  ringed  by 
mountains.  Many  died,  drowning  or 
freezing  to  death  from  temperatures 
0  degrees  below  zero.  Nowadays  you  can 
pst  fly  there. 

But  famed  physicist  Richard  P.  Feyn- 
pan,  the  Nobel  Prize  winner  who  worked 
n  the  Manhattan  Project,  couldn't, 
synman  delighted  in  solving  problems, 
/hen  the  space  shuttle  Challenger 
kploded  in  1986,  he  helped  solve  the  rid- 
jle  of  its  demise.  For  fun  in  his  spare 
me,  he  cracked  safes  and  picked  locks. 
Jt  he  couldn't  crack  Tuva  despite  a 
:cade  of  effort;  he  died  in  1988  without 
ter  being  allowed  to  travel  there. 

Tuva 


Ufe 


THE  ADVENTURER 


Not  a  pot  of  gold,  but  closer  cozy  Tuvan  yurt.  Too  bad  Feynman  (below)  never  got  tosefofe 


or  Bust  J 


Which  was  an  extra  reason  for  me  to 

where  Feynman  could  not.  His  obses- 
In  with  the  place  began  as  a  mere 

imsy.  In  1977  he  and  friend  Ralph 
Ighton,  both  collectors  of  Tuva's  trian- 

ar,  brightly  colored  postage  stamps, 


hauled  out  an  atlas  to  see  where  the  coun- 
try was.  They  couldn't  find  it.  But  they 
found  its  capital,  Kyzyl,  which  lay  at  the 
heart  of  the  Asian  continent  and  appeared 
to  be  part  of  Russia.  "Any  place  that's 
spelled  'K-Y-Z-Y-L'  has  just  got  to  be 


interesting!"  Feynman  figured. 

But  the  Soviets  were  suspicious  of 
Feynman's  links  to  Los  Alamos  and  de- 
nied him  permission  to  visit.  By  the  time 
they  relented,  he  was  too  sick  to  go.  After 
his  death  Leighton  went  in  his  stead,  leav- 


The  Adventurer 


ng  behind  a  plaque  commemorating  Feynman 
and  later  writing  a  book  on  his  friend's  obsession 
with  the  unmapped  territory,  the  cult  classic  Tuva 
or  Bust!  (W.  W.  Norton  &  Co.,  2000). 

My  own  interest  in  Tuva  began  in  1978,  after 
talking  to  a  fellow  there  by  ham  radio  and  trying  to 
find  the  locale  in  an  arias  that  didn't  bother  to  list 
it.  In  1944  Tuva  (once  known  as  "Tannu 
Tuva")  was  annexed  by  the  U.S.S.R.  and 
removed  from  many  world  maps  because  it 
was  then  considered  part  of  Russia.  Tuvans 
today  still  assert  their  republic's  claim  to  be 
independent,  although  the  United  Nations 
doesn't  recognize  it  as  such. 

At  51 '42'  N,  94°23'  E,  Kyzyl  sits  at  the 
absolute  geographic  center  of  Asia.  To  the 
north,  beyond  the  Sayan  Mountains,  lies 
central  Siberia;  to  the  south,  beyond  the 
Tannu-Ola  range,  lies  Mongolia.  Tuva, 
about  the  size  of  the  state  of  Washington, 
has  only  300,000  inhabitants.  Its  climate 
varies  widely:  You  can  ride  camels  in  the 
south  and  herd  reindeer  in  the  north.  The  culture  is  exotic. 
Tuvans  revere  shamans  and  practice  throat  singing,  an  art  by 
which  a  vocalist  can  produce  more  than  one  note  at  a  time.  The 
sound  is  eerie,  otherworldly. 

The  coolest  part:  No  American  is  believed  to  have  made  it  to 
Tuva  until  the  1980s,  and  since  then  only  200  or  so  have.  Booking 
a  ten-day  trip  there  in  July  took  the  help  of  Geographic  Expedi- 
tions, a  San  Francisco-based  outfit  specializing  in  Asian  travel,  a 
Russia-issued  visa  and  an  invitation  from  Tuva,  which  GeoEx 
helped  obtain.  The  first  leg  was  comfy— a  nine-hour  Delta  Air 

Pappy  Diamonds 

Richard  Clever,  an  international-stamp  dealer 
in  San  Jose,  Calif.,  says  Tuva's  stamps  have 
long  been  favored  by  foreign  collectors  for  their 
triangular  and  diamond  shapes,  vivid  colors  and  heroic 
images  of  wrestlers,  tractors  and  zeppelins.  They  have  be- 
come widely  available  to  U.S.  collectors  only  in  the  past  three 
years.  "A  lot  of  interest  has  to  do  with  Feynman  and  with  Leighton's 
book,"  says  Clever.  "Before  that  only  catalogs  in  Germany  and 
Great  Britain  listed  them." 

For  a  representative  selection,  see  Clever's  Asia  Philatelies 
Catalogue  (www.asiaphilatelics.com).  Its  single  most  valuable 
stamp:  a  light-brown  rarity  depicting  a  globe  with  hammer  and 
sickle,  offered  for  $4,000.  The  stamp  originally  was  priced  at  15 
kopecks  but  was  revalued  to  35,  by  Tuvan  standards  a  lot  of 
money.  As  such,  few  were  purchased  for  collecting;  almost  all  were 
used  as  postage. 

Until  a  few  years  ago  only  38  Tuvan  stamp  issues  were  believed 
to  have  been  made.  But  Clever's  12-year  effort  to  compile  a  com- 
plete set  has  been  frustrated  by  the  discovery  of  yet  more  varieties, 
unearthed  by  foreign  demand.  An  auction  of  Tuvan  stamps  was  to 
be  held  in  late  September;  see  www.georgealevizos.com.  -J.M.C. 


Mysterious  and 
secluded,  Tuva  is  a 
spiritual  place  full 
of  prayer  flags  and 


Lines  flight  from  New  York  to  Moscow. 

There  Western  comforts  end.  Next  came  a 
five-hour  Aeroflot  flight  another  2,500  miles 
east  to  Irkutsk,  in  south  central  Siberia. 
Irkutsk's  main  attraction,  40  miles  outside  of 
town,  is  Lake  Baikal,  the  world's  largest  body  of 
freshwater.  After  a  brief  tour  of  the  city's 
churches  and  museums,  led  by 
guide  Alexey  Nikiforov,  I  went  off 
for  a  swim.  There's  an  old  Russ- 
ian saying:  When  you  swim  in 
Baikal,  you  emerge  as  if  newborn. 
No  kidding.  After  the  shock  of 
hitting  50-something-degree 
water,  it  felt  like  layers  of  jet  lag 
had  been  peeled  from  my  body. 

The  next  day  it  was  on  toj 
Tuva,  aboard  a  40-seat  no-frills 
Yak  jet.  The  two-hour  flight 
landed  at  9:30  a.m.  local  time  (12 
hours  ahead  of  New  York),  and 
my  guide,  Aldynai  Seden- 
Khuurak,  author  of  the  English-Tuvan  Phrasebook,  greeted  mel 
with  a  wide  smile.  My  lodgings  were  at  Bey-Khem  Ger,  a  camp 
10  miles  outside  Kyzyl,  where  each  guest  has  his  own  private 
yurt  (a  large  tent)  with  bed,  washing  water,  fireplace  and  dresser. 

Tuva  is  beautiful,  a  spiritual  place  full  of  gentle  people  with 
striking  features.  We  visited  a  village  of  Old  Believers,  Russian1 
Orthodox  Christians  who  refuse  to  follow  church  reforms  of  th<j 
17th  century.  One  evening  we  attended  a  throat-singing  concerj 
given  by  Kongar-ol  Ondar,  a  Tuvan  master  who  has  performed 
and  recorded  with  Frank  Zappa  and  the  Grateful  Dead's  Mickey 
Hart.  And  we  watched  shamans  perform  a  fireside  ceremony  o 
dancing,  drumming  and  singing.  The  smell  of  incense  hung 
heavy  as  5-foot  plumes  of  flame  from  the  kindling  shot 
skyward  into  the  night  air. 
The  last  day  was  the  best.  In  the  morning  a  visii 
to  downtown  Kyzyl  offered  shopping  and  a  chance  to  havi 
my  passport  stamped  at  the  post  office  (there  is  no  official  Tuvi 
customs  imprint).  The  museum  had  old  Tuvan  coins  and  stamp 
on  display.  And  the  Center  of  Asia  monument  loomed,  imposini 
and  monolithic— the  site  where  Leighton,  years  earlier,  had  placei 
the  plaque  in  honor  of  his  brilliant  physicist  friend. 

But  the  plaque  was  nowhere  to  be  found;  locals  say  it  wa 
pinched  years  ago.  And  so  even  in  death,  Richard  Feynman  ha 
been  denied  by  the  land  he  was  so  curious  to  see.  j 

ESSENTIALS 

Cost:  $6,000  per  person  (not  including  round-trip  air  to  Moscow). 
Preparation:  Read  Ralph  Leighton's  Tuva  or  Bust!;  watch  the  Oscar 
nominated  Genghis  Blues,  with  throat-singing  performances  by 
Kongar-ol  Ondar  and  others;  visit  Friends  of  Tuva,  www.fotuva.org. 
Outfitter:  Geographic  Expeditions,  www.geoex.com;  4I5-922-044E 
To  read  more  of  Jim  Clash's  The  Adventurer,  see 
www.  forbes.  com/adven  turer. 
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ForbesAutos.com 
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On  the  Business  of  Life 


Our  son  Robert  has  produced  a  first-rate  documentary  film  on  FORBES  magazine's 
unsuccessful  effort  to  balloon  at  40,000 feet  across  the  U.S.  to  Europe.  After  the  film  was  shown 
at  a  day  school,  many  youngsters  wrote  letters  of  thanks,  some  with  questions.  The 
misspellings  are  often  phonetically  sensible:  "My  aesshon-^id  anybody  get  cild?»  The  film  includes  a  brief 
tetory  of  earlier  Atlantic  Mempts,whichm^^ 

daypople  in  the  bloen  and  thefamas  menfSighn,  Sally,  greenitch,  Coon."         -MALCOLM  S.  FORBES  ( 1976) 


Cut  out  all  these  exclamation  points. 
An  exclamation  point  is  like  laughing 
at  your  own  joke. 

— F.  SCOTT  FITZGERALD 


Commas  in  The  New  Yorker  fall  with  the 
precision  of  knives  in  a  circus  act,  outlining 
the  victim. 

—E.B.WHITE 


You  can  be  a  little  ungrammatical  if  you 
come  from  the  right  part  of  the  country. 


—ROBERT  FROST 


Like  everything  metaphysical  the  harmony 
between  thought  and  reality  is  to  be  found 
in  the  grammar  of  language. 

— LUDWIG  WITTGENSTEIN 


Bad  spellers  of  the  world,  untie! 

—GRAFFITO 


Sentence  structure  is  innate  but  whining 
is  acquired. 

—WOODY  ALLEN 


Caesar  is  not  above  the  grammarians. 

—TIBERIUS 


Waiting  for  the  German  verb  is  surely 
the  ultimate  thrill. 

— FLANN  O'BRIEN 


The  adjective  is  the  banana  peel 
of  the  parts  of  speech. 

—CLIFTON  FADIMAN 


Grammar  is  a  piano  I  play  by  ear. 
All  I  know  about  grammar  is  its  power. 

—JOAN  DIDION 


To  be  loose  with  grammar  is  to  be  loose 
with  the  worst  woman  in  the  world. 

—OTIS  C.  EDWARDS 


Boyhood  is  distracted  for  years  with 
precepts  of  grammar  that  are  infinitely 
prolix,  perplexed  and  obscure. 

— JOHANN  COMENIU 


I  never  made  a  mistake  in  grammar 
but  one  in  my  life  and  as  soon  as  I  done 
it  I  seen  it. 

—CARL  SANDBUR' 


Grammarians  dispute,  and  the  question 
is  still  undecided. 

—HORACE 


J  am  the  King  of  Rome,  and  above 
grammar. 

— EMPEROR  SIGISMUND 


A  Text... 

The  secret  of  the  Lord  is  with 
them  that  fear  him;  and  he  will 
shew  them  his  covenant. 

—PSALMS  25:14 

Sent  in  by  David  Tsay,  Marlboro,  N.J. 


Save  the  gerund  and  screw  the  whale. 

—TOM  STOPPARD 
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IS  IT  TIME  TO  ROLL  OVER  YOUR  NEST  EGG?  It  can  be  a  little  confusing  to  deal  wit. 
401k  issues,  but  here's  what  clears  things  up:  good,  dependable,  objective  financial  advice.  Our  financia 
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TO  REMOVE  THE  SUGAR  \ 
REMOVING  THE  TEMPTA1 
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Chocolate  is  tempting,  but  sugar-free  chocolate  hasn't  always 
had  the  same  attraction.  Candy  companies  knew  there  was 
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chocolate  to  develop  a  sugar-free  chocolate  that  was  superior 
to  anything  before.  Now  candy  makers  and  other  food 
companies  are  using  it  to  create  new  products  that  are  winning 
consumers  and  rapidly  growing  the  market  for  sugar-free 
chocolate.  This  is  how  Cargill  works  with  customers. 
collaborate     >    create    >  succeed. 
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NETWORK  &  HOST  INTRUSION  PREVENTION      i      VULNERABILITY  MANAGEMENT     I       MANAGED  SECURITY  SERVICES 


©2005  internet  Security  Systems  Incorporated.  All  rights  reserved. 


www.iss.net 


Q  Internet  |  Security  |  Systems 

Ahead  of  the  Threat. 


800-Sprint-l  sprint.com/business 


Reinventing  the  Yes-man. 


He's  the  one  who  says  yes  to  the  way  business 
works  today:  in  the  field,  on-site,  outside  the  walls 
of  the  office.  The  sales  force  closer  to  sales. 
The  company  closer  to  customers. 

96%  of  the  Fortune  1000s  already  say  yes  to 
Sprint  Business.  And  now  that  Sprint  and  Nextel 
are  together,  any  size  business  can  benefit  from  the 
most  complete  communications  company. 

Sprint  has  its  own  nationwide  wireless  and 
wireline  networks,  so  you  can  make  just  about  any 
place  a  workplace,  increasing  the  productivity  and 
profit  of  your  business. 

GPS  navigation  for  your  drivers?  Walkie-talkie 
phones  for  your  team?  Secure  wireless  access  to 
your  servers?  One  standard  for  voice  and  data  traffic? 
Yes,  yes,  yes  and  yes. 

No  matter  what  you  want  to  do  or  when  you 
want  to  do  it,  Sprint  Business  has  the  only  answer  a 
Yes-man  or  Yes-woman  wants  to  hear. 


Sprint 


Yes  you  can. 


Together  with  NEXTEL 


Some  pounce. 


When  an  opportunity  presents  itself,  will  you  be 
prepared  to  seize  it?  To  see  how  we  can  help  you 
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Why  let  a  few  things  like  language  barriers, 
customs  regulations  and  vendor  challenges 
stand  in  the  way  of  your  company's  growth? 
Leave  it  to  UPS* 

Through  our  Supplier  Management  services, 
we'll  help  you  establish  supplier  accountability 
and  maintain  strict  compliance  management 
—  all  to  ensure  the  quality  of  orders  and 
on-time  delivery.  And  we'll  provide  the  online 
tracking  and  reporting  capabilities  that  help 
you  maintain  control  all,  along  the  way 


We  also  offer  the  best  transportation 
solutions  for  your  time  and  cost  parameters. 
And  our  customs  brokerage  and  trade 
consulting  expertise  can  help  you  avoid 
delays  and  penalties. 

You  tell  us  the  market;  we'll  help  you  reach 
it.  With  supply  chain  efficiency  that  brings 
the  world  to  you. 

UPS.com/supplychain  1-800-742-5727 


WHAT  CAN  BROWN  DO  FOR  YOU? 


A  bigger  market  is  out  there.  We  can  help  you  capture 
it  with  a  more  efficient  supply  chain 
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Hitachi  Global  Storage  Technologies. 
Creating  a  streamlined  supply  chain  to  expand 
existing  markets  and  conquer  new  ones. 


To  meet  the  demands  of  existing 
customers  and  pave  the  way  for 
expansion,  Hitachi  GST  chose  UPS 
Supply  Chain  Solutions™ —  the  part- 
ner that  was  already  working  with  their 
newly-acquired  IBM  division. 

~  ,.  '  '     "'  '• 

"Integrating  the  distribution  networks 

of  two'hard  drive  operations  was 
an  enormous  undertaking,"  said 
Hortense  Vasquez,  director  of  world- 
wide logistics  and  warranty  at  Hitachi 
GST.  "The  UPS  Supply  Chain  Solutions 
tearrVplayed  a  key  role  in  the  success 
of  the  transition.  They  helped  us 
complete  the  process  quickly  and 
seamlessly  so  that  customers  could 
place  orders  without  interruption/' 


Moreover,  UPS""- provided  Hitachi 
GST  with  near  real-time  visibility 
throughout  its  global  supply  chain. 
This  enables  the  company  to  meet 
customer  requirements  with  less 
inventory  in  the  pipeline  and  it  allows 
customers  to  plan  manufacturing  based 
on  the  knowledge  that  the  product  will 
be  available  when  it's  needed. 

And  this  is  only  the  beginning. 
Building  on  the  success  of  the 
streamlined  distribution  system, 
UPS  Supply  Chain  Solutions  is  now  • 
working  with  Hitachi  GST  to  enhance 
its  warranty  claims  process,  leveraging 
The  UPS  Store™  network  and  other 
retail  consolidation  points  as  well  as 
UPS  package  transportation  services. 
All  to  make  Hitachi  GST's  system 
more  user-friendly  and  efficient  for 
customers. 

Vasquez  says,  "UPS  Supply  Chain 
Solutions  continuously  strives  to 
add  value  to  our  global  distribution 
system  so  Hitachi  GST  can  focus  on 
what  it  does  best  —  building  a  broad 
portfolio  of  world-class  storage 
technology  products." 


A  major  step  taken  by  UPS  Supply 
Chain  Solutions  was  to  help  Hitachi 
GST  reduce  its  number  of  distribution 
facilities  worldwide  from  72  to  52,  and 
combine  all  inventory  and  accounts 
data  into  a  common  IT  platform. 


to  UPS.com/supplychain  or  call  1-800-742-5 
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investor  should  consider  investment 
Dbjectives,  risks,  charges  and  expenses 
:arefully  before  investing.  To  obtain  a 
orospectus,  which  contains  this  and  other 
nformation  about  QQQ,  a  unit  investment 
trust  please  call  888.627.3837.  Read  the 
orospectus  carefully  before  investing. 
MPS  Distributors,  Inc.,  a  registered 
oroker-dealer,  is  distributor  for  QQQ. 


QQQ:   WHAT'S  AN  ETF? 

WHAT  ARE  ITS  BENEFITS? 

AND  HOW  CAN  IT  ENHANCE  MY  PORTFOLIO? 

An  exchange-traded  fund  (ETF)  is  a  single  security  that  tracks  the  p< 
formance  of  an  index,  such  as  the  NASDAQ-100  Index®  or  the  NASDAj 
Composite  Index® 

There  can  be  many  benefits  to  purchasing  an  ETF.  By  tracking  an  inde 
ETFs  give  you  exposure  to  many  companies.  In  the  case  of  broad-basei 
ETFs,  you  are  invested  in  many  industries  with  the  purchase  of  just  on 
security.  But  diversity  is  just  the  beginning.  Also,  ETFs  are  often  loJ 
cost,  tax-efficient  and  offer  great  trading  flexibility;  of  course,  ordinar 
brokerage  commissions  apply. 

Some  investors  use  ETFs  as  a  major  focus  of  their  portfolio  becausi 
they  are  a  good  tool  for  long-term  investments.  The  instant  diversifies 
tion  they  provide  can  support  a  less  active  management  style  for  manl 
investors.  Other  investors  use  ETFs  more  actively  as  hedging  tool: 
They  can  be  sold  short  to  hedge  a  core  stock  portfolio  or  interest  rat 
fluctuations.  ETFs  are  subject  to  risks  similar  to  stocks,  including  thost 
regarding  short  selling  and  margin  account  maintenance. 

Investors  also  may  wish  to  talk  to  their  tax  advisors  about  moving  thei 
mutual  funds  to  ETFs  during  tax  wash  sales.  Based  on  specific  taj 
circumstances,  an  investor  sometimes  may  be  able  to  sell  a  security  d 
mutual  fund  that  is  underperforming  and  claim  a  tax  loss,  but  keep  th< 
investment  in  that  sector  by  investing  in  an  ETF  that  tracks  the  sam 
index. 

Whether  you  are  a  long-term  investor  looking  for  lower  costs  and  lowe 
capital  gains  taxes,  or  an  active  investor  looking  for  hedging  and  casl 
flow,  ETFs  can  enhance  your  portfolio.  To  learn  more  about  ETFs,  via 
the  ETF  tutorial  at  www.Forbes.com/ETF. 
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When  you  invest  in  QQQ,  you're  buying  100  of  NASDAQ's  largest  nonfinancial 
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And  while  QQQ  is  subject  to  risks  similar  to  stocks,  including  those  regarding 
short  selling  and  margin  account  maintenance,  it  is  both  tax-efficient  and 
low-cost,  though  ordinary  brokerage  commissions  apply.  No  wonder  QQQ  is 
the  most  actively  traded  ETF  in  the  U.S.  To  learn  more,  call  888.627.3837  or 
visit  www.nasdaq.com/qqq.. 


QQQ  NASDAq-lOO 

■       ■       B   l:S    YMBOL:  QQQQ 


QQQ  tracks  the  NASDAQ-100  Index^  The  NASDAQ-iOO  Index  is  comprised  of  100  of  NASDAQ's  largest  nonfinancial  companies  based  on  their  market  capitalization. 

\n  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  carefully  before  investing.  To  obtain 
a  prospectus,  which  contains  this  and  other  information  about  QQQ,  a  unit  investment  trust,  please  call  888.627.3837.  Read  the 
arospectus  carefully  before  investing. 

MASDAQ,  NASDAQ-100  Index,  NASDAQ-100  Index  Tracking  Stock  and  QQQ  are  registered  trademarks  of  The  Nasdaq  Stock  Market,  inc.  and  have  been  licensed  for  use  by 
MASDAQ-Global  Funds.  Inc.,  QQQ's  sponsor.  NASDAQ  makes  no  representation  regarding  the  advisability  of  investing  in  QQQ  and  makes  no  warranty  and  bears  no  liability 
with  respect  to  QQQ,  the  NASDAQ-100  Index,  its  use  or  any  data  included  therein. 

\LPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  QQQ.  ©2005  The  Nasdaq  Stock  Market,  Inc.  All  Rights  Reserved. 
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Share  of 
U.S.  wealth  hel 
by  richest  0.09 
of  population 


a 


Two  John  D.  Rockefellers,  1915. 


Hardships  of  the  Rentier  Class  The 

rich  get  richer,  or  at  least,  they  get  nicer  paychecks  than  the  rest  of 
us.  How  about  that  Morgan  Stanley  president  who  landed  a  $32 
million  severance  after  three  and  a  half  months  on  the  job?  Nice 
unemployment  if  you  can  get  it. 

To  put  this  phenomenon  in 
more  precise  terms:  The  Gini  co- 
efficient for  income  in  the  U.S.,  a 
number  that  quantifies  a  society  s 
lack  of  economic  equality,  has  been 
creeping  up.  Those  whose  instincts 
lead  them  to  blame  the  Gini  on 
President  Bush  will  be  surprised  to 
find  that  the  upward  creep  has 
been  going  on  for  decades,  and  was 
particularly  pronounced  under  Bill 
Clinton.  See  Dan  Seligman's  story 
on  page  64. 

What  about  the  lopsided 
distribution  of  net  worth?  Another 
surprise  is  in  store.  The  ultrarich 
aren't  getting  richer  any  faster  than 
ordinary  folk. 

The  first  Forbes  400  report,  published  23  years  ago,  toted  up 
$92  billion  in  net  worth.  Today's  number  is  12  times  as  high  at 
$1.1  trillion.  But  some  allowance  has  to  be  made  for  the  fact  that 
when  we  were  novices  at  fortune  hunting,  we  missed  quite  a  few. 
Just  a  guess,  but  I'd  say  that  the  collective  net  worth  of  the  richest 
Americans  has  climbed  only  elevenfold  since  1982.  (After  inflation, 
a  bit  more  than  fivefold.) 

Our  first  400  coincided  with  the  commencement  of  the  great 
bull  market  of  1982-2000.  Since  that  issue  of  FORBES  appeared,  the 
collective  market  capitalization  of  the  Wilshire  5000  is  up  eleven- 
fold, too,  from  $1.1  trillion  to  $12.2  trillion.  Asset  appreciation 
has  been  widely  shared.  Bill  Gates  made  billions,  but  lots  of  his  em- 
ployees made  millions.  Half  of  Americans  own  shares  of  stock. 

A  further  democratization  of  wealth  has  come  in  the  past  five 
years  from  the  boom  in  house  prices.  If  you  own  a  home  (two- 
thirds  of  Americans  do),  you  participated,  and  you  almost  cer- 
tainly have  a  larger  percentage  of  your  net  worth  invested  in  that 
home  than  Bill  Gates  does  in  his.  So,  you're  gaining  on  him. 

The  longer-term  trend  is  definitely  toward  a  spreading  of  the 
wealth.  Last  year  two  economists,  Wojciech  Kopczuk  of  Colum- 
bia and  Emmanuel  Saez  of  Berkeley,  analyzed  estate  tax  returns  to 
calculate  the  fraction  of  the  country's  wealth  held  by  its  very  rich- 
est citizens.  The  result  is  plotted  above.  Their  conclusion:  "The 
rentier  class  of  the  early  [20th]  century  is  not  yet  reconstituted." 
Does  that  make  you  feel  better  about  overpaid  Wall  Streeters? 
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"WORST  CASE  SCENARIOS 
ARE  RARELY  THE 
BEST  INVESTING  GUIDE." 


Call  1-800-327-6748,  ext.  535 
or  visit  smithbarney.com 
for  your  copy  of  Fears  and  Facts. 


by  Robert  V.  DiClemente, 
Managing  Director, 
U.S.  Head  of  Economic  and 
Market  Analysis,  Citigroup 

Right  now,  investors  are  being 
bombarded  by  some  rather  extreme 
views.  Things  like  a  growing  trade 
deficit,  the  possibility  of  a  bursting 
housing  bubble  and  the  falling 
dollar  are  serious  concerns,  but 
how  should  they  affect 
investors'  decisions? 

It's  time  to  put  aside 
emotion  and  under- 
stand the  facts  behind 
the  risks. 

That's  why  our  research  department 
wrote  Fears  and  Facts,  to  give  an 
informed  assessment  of  important 
economic  issues  facing  investors 
today. 

Smith  Barney^ 
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Readers  Say 


Faith  in  Numbers 


"Catholics  in  Crisis"  (Sept. 
19,  p.  112)  presents  a 
tabloid  view  of  the  con- 
cerns and  management 
proposals  offered  by  Geof- 
frey  Boisi  and  other  lay 
leaders.  To  describe  them 
as  reformers  engaged  in  a 
"pitched  battle"  with  tra- 
ditionalists— hence,  the 
Vatican — is  a  brand  of 
dramatic  storytelling.  Boisi, 
a  trustee  of  the  Carnegie 
Corp.  of  New  York,  is  a 
dedicated  lay  Catholic  and 
philanthropist  who  has 
worked  tirelessly  for 
Catholic  institutions. 

Your  story  also  dis- 
cussed a  2004  conference 
on  the  American  Roman 
Catholic  Church  at  the  University  of  Pennsylvania's  Wharton  School, 
where  I  was  a  speaker.  I  was  deeply  impressed  by  the  dedication  of  the  300 
laymen,  priests,  sisters  and  bishops  at  that  gathering,  which  explored  how 
the  laity  can  contribute  to  the  financial  and  spiritual  health  of  tomorrow's 
Church.  Their  love  of  and  fidelity  to  their  Church  were  palpable.  They  are 
men  and  women  whom  the  new  Pope  Benedict  XVI  would  view  as  allies, 
not  antagonists. 

VARTAN  GREGORIAN 
President,  Carnegie  Corp.  of  New  York 
New  York,  NY. 

The  Church  does  not  claim  that  the  Pope  is  always  infallible.  It  is  only  in 
limited  circumstances,  when  he  speaks  officially,  or  "ex  cathedra,"  in 
defining  matters  of  morals  and  faith  that  the  Church  claims  papal  infal- 
libility. Otherwise,  the  Pope  is  as  capable  of  blurting  out  inadvertently  that 
it's  Tuesday  (when  it's  really  Monday)  as  anybody  else. 

DONALD  THORSON 
Alexandria,  Va. 


Armed  with  secular  savvy:  reformers 
Kerry  Robinson  and  Geoffrey  Boisi. 


Another  Award-Winning  Story 

I've  seen  some  negative  articles  on 
annuities  over  the  24  years  of  my  career, 
but  "You  Bought  a  What?!"  (Sept.  19, 
p.  240)  wins  the  prize.  You  say  that 
"Sales  reps  usually  lie.  They  never  tell 
the  whole  truth."  I  suggest  you  get  off 
your  emotional  high  horse  and  give  us 
the  kind  of  advice  we  expect  from  a 
sophisticated  investment  professional. 


Your  article  requires  an  apology  to  those 
who  present  the  value  of  annuities  in  an 
honest,   well-documented  manner. 
Better  yet,  let  consumers  inform  andl 
educate  themselves  about  annuities  so] 
they  can  make  up  their  own  minds. 

STEPHEN  HOUSER  JR. 
Chief  Executive ! 
The  Planning  Solutions  Advantage 
Spring  House,  Pa. 
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Readers  Say 


Uncharitable?  Neal  B.  Freeman. 

Invest  in  Invertebrates! 

Dave  Packard  would  hardly  be  aghast  at 
the  grantmaking  priorities  today  of  the 
family  foundation  he  and  his  wife,  Lucile, 
created  in  1964,  notwithstanding  Neal 
Freeman's  characterizations  in  "Founda- 
tion Follies"  (On  My  Mind,  Sept.  5,  p.  42). 
To  bolster  his  claim,  Mr.  Freeman  asserts 
that  Dave  would  not  have  supported 
three  recent  grantees.  Ironically,  one  of 
the  three — The  Center  for  Ecosystem 
Survival — received  its  first  grant  from  the 
Foundation  while  Dave  was  chair  of  our 
Board  of  Trustees.  I  worked  closely  with 
Dave  for  many  years,  and  if  he  had  dis- 
agreed with  our  grantmaking  priorities 
we  would  have  heard  it  clearly.  The  other 
two  grantees  Mr.  Freeman  mentions  are 
in  program  areas  Dave  believed  in 
strongly. 

We  are  very  much  a  family  founda- 
tion, led  by  Dave  and  Lucile's  children 
and  guided  by  their  values.  Our  founders 
explicitly  left  program  decisions  in  the 
hands  of  future  generations  to  address 
our  world's  evolving  needs.  Sustainable 
fishing  practices  and  energy  efficiency 
improvements,  for  example,  are  two  of 
the  more  promising  investments  now 
available  to  philanthropy  and  to  the 
private  sector. 

CAROL  S.  LARSON 
Chief  Executive 
The  David  and  Lucile  Packard 
Foundation 
Los  Altos,  Calif. 


Suckered  in  Sin  City? 

As  a  purchaser,  investor  and  mining- 
claim  holder,  I  read  "Fool's  Gold"  (Sept. 
19,  p.  56)  with  great  interest.  Prior  to 
investing,  I  did  my  homework  on  Earthly 
Mineral  Solutions  and  found  the  com- 
pany to  be  credible  and  unique.  For  you 
to  discredit  its  co-owner,  Roy  Higgs,  is 
laughable.  Who  cares  if  he's  filed  for 
bankruptcy?  Donald  Trump  did  for  his 
casino  operations.  Now  he's  building  a 
new  Trump  Tower  here  in  Vegas. 

LUCY  MOZELESKI 
Las  Vegas,  Nev. 

Shanghaied 

There's  another  side  to  "Home,  Sweet 
Home"  (Sept.  19,  p.  137),  your  story 
about  Ctrip,  a  Chinese  travel  company. 
My  husband  and  I  had  an  awful  experi- 
ence with  Ctrip  this  May  and  June  in 
China.  We  prepaid  for  our  trip  with  cash 
a  month  in  advance.  No  room  bookings 
were  made  for  us,  and  when  informed  of 
this,  Ctrip  did  nothing  to  help. 

SUSAN  ASHTON 
Dallas,  Tex. 

Picking  Up  the  Perks 

In  "How  Much  of  My  Tuition  Goes  to  the 
Corner  Office  in  Old  Main?"  (Informer, 
Sept.  19,  p.  44),  you  list  Hamilton  College 
as  having  the  highest-paid  president.  Not 
only  has  Eugene  Tobin,  whom  you  list  as 
president,  not  been  president  since  June 
2003,  but  the  "compensation"  you  list  for 
him  includes  one  year's  salary  plus  two 
years'  severance.  Hamilton  has  not  paid 
Tobin  or  Hamilton's  current  president  an 
annual  salary  even  approaching  the  low- 
est-paid president  in  your  listing. 

VIGE  BARRIE 
Director  of  Media  Relations 
Hamilton  College 
Clinton,  N.Y. 

As  our  item  noted,  "compensation"  was 
calculated  to  include  one-time  payments 
and  accrual  of  deferred  benefits.  All  data  on 
Hamilton  College  came  from  the  college's 
IRS  form  990 filing. — ED. 
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When  properly  installed,  this  clever 
device  shuts  off  gas  at  the  first  sign  of  an 
earthquake.  It's  this  kind  of  insight  that 
FM  Globai's  1,400  full-time  engineers 
give  you.  And  it's  that  specialized 
knowledge  that  prevents  billions  of 
dollars  in  commercial  property  from 
slipping  through  the  cracks.  Maybe 
that's  why  FM  Global  was  named 
"Best  Worldwide  Property  Insurer" 
by  Global  Finance  magazine.  When 
a  single  shut-down  can  cost  your 
company  millions  of  dollars  in  lost 
revenue,  jobs  and  shareholder  value,  you 
might  ask  your  risk  manager:  What  price 
are  we  willing  to  pay  for  not  having  the 
most  effective  property  protection? 
Visit  fmglobal.com  to  learn  more. 


Protecting  the  value 
business  creates 


:act  and  Comment 

iy  Steve  Forbes,  editor-in-Chief 

With  all  thy  getting  get  understanding' 


Uncertainty=Equity  Opportunity 


TSE  INVESTORS  REALIZE  THAT  WE'RE  IN  ONE  OF  THOSE  PERIODS 
lat  characterize  a  bull  market — an  overdose  of  caution.  In  bull 
larkets,  contrary  to  myth,  people  are  very  aware  of  the  negatives, 
hey  know  the  things  that  can  go  wrong,  the  problems  that  weigh 
s  down — deficits,  inflation,  bubbles,  Iraq,  Iran,  North  Korea,  in- 
jmpetent  government.  Unbridled  optimism  doesn't  manifest  it- 
:lf  until  near  the  end  of  a  bull  market.  Smart  investors  know  this 
the  time  to  load  up  on  equities — while  they're  relatively  cheap. 

A  considerable  part  of  wealth  is  expectations.  If  a  company's 
rospects  look  bright,  it  will  obviously  have  a  higher  valuation  than 
its  future  looks  grim.  Markets  want  to  know  what's  going  to  hap- 
en  next,  not  what's  happened  in  the  past  or  what's  happening  now. 
he  stock  market  crashed  in  1929  when  it  became  clear  that  Con- 
'ess  was  likely  to  enact  devastating,  protectionist  trade  legislation, 
he  Smoot-Hawley  Tariff,  signed  into  law  in  June  1930,  triggered  a 
arrific  trade  war  that  contributed  mightily  to  the  Great  Depression. 

Which  leads  to  today's  big  question:  Why  isn't  the  stock  mar- 
;t  doing  better?  When  this  bull  market  began  three  years  ago, 
le  P/E  ratio  for  the  S&P  500  was  26.  Even  though  the  S&P  is  up 
early  60%,  P/E  ratios  have  slumped  to  19.  Corporate  profits 
ave  surged  and  continue  to  grow  far  more  than  experts  pre- 


dicted. The  stock  market  should  be  booming.  Inventories  are 
low.  Companies  are  spending  more  on  capital  projects.  Con- 
sumer incomes  are  healthy.  Corporate  tills  are  awash  in  nearly 
$2  trillion  of  cash  and  cash  equivalents.  Rarely  has  cash  made  up 
such  a  large  portion  of  corporate  assets.  American  households 
are  also  liquid.  If  you  were  to  add  up  what  people  own  in  stocks, 
bonds,  money-market  accounts  and  the  like  and  subtract  con- 
sumer debt  and  home  mortgages  (leaving  aside  the  values  of 
houses  that  people  bought  with  those  mortgages),  you'd  find 
that  U.S.  households  are  liquid  to  the  tune  of  about  $26  trillion. 

There's  no  shortage  of  liquidity  to  fuel  the  economy — and 
the  stock  market. 

What's  temporarily  holding  the  market  back  is  the  Federal 
Reserve.  Our  central  bank  continues  to  raise  short-term  interest 
rates,  but  it's  still  printing  too  much  money.  Which  is  why  gold,  the 
best  measure  of  monetary  mistakes,  is  hovering  around  $450  an 
ounce — up  more  than  60%  from  three  and  a  half  years  ago.  The 
Fed  inadvertendy  triggered  the  bubble  in  oil  prices  through  its  infla- 
tionary monetary  policy.  But  it  will  eventually  correct  this  mistake. 

Smart  speculators  will  quickly  take  their  profits  in  oil  and 
invest  their  gains  in  equities. 


Junking  Judicial  Malpractice 


IESIDENT  BUSH  HAS  PROPOSED  PUTTING 
ips  on  jury  awards  in  medical  malpractice 
ises.  Too  often,  frivolous  lawsuits  succeed  with 
ries  that  are  unversed  in  medicine.  And  many 
mes  awards  bear  no  relation  to  culpability  or 
le  damage  allegedly  done.  A  more  effective, 
sting  approach  to  fairness,  however,  would  be 
'  create  medical  courts.  After  all,  we  have  spe- 
al  tribunals  for  bankruptcy,  patents,  taxes  and 
her  areas.  Typical  citizens  can't  be  expected 
i  master  the  intricacies  of  medical  care. 

The  recent  Vioxx  decision  is  a  good  exam- 
e  of  a  case  judged  on  emotion  instead  of 
ct.  The  plaintiffs  never  demonstrated  that 
ie  medication  killed  the  patient,  but  the  jury 
anted  to  punish  Merck  and  "send  a  message 
i  the  big  drug  companies."  The  bestseller 


Blink,  by  Malcolm  Gladwell,  discusses  how 
doctors  who  don't  have  a  good  bedside  man- 
ner get  slapped  with  lawsuits  far  more  fre- 
quently than  do  their  brethren  with  more 
patient-pleasing  personalities. 

Medical  courts  would  rely  on  impartial 
experts  rather  than  hired  guns  for  the  plaintiff 
bar  (or  for  defendants).  These  panels  would  be 
able  to  distinguish  between  genuine  malpractice 
and  high-risk,  complicated  medical  procedures. 

Senators  Mike  Enzi  (R-Wyo.)  and  Max 
Baucus  (D-Mont.)  and  Representative  Mac 
Thornberry  (R-Tex.)  have  introduced  legisla- 
tion that  would  allow  states  to  experiment 
with  medical  courts.  Victims  of  medical  mal- 
practice would  receive  justice — as  would 
innocent  doctors  and  hospitals. 


Taxpayers  Squeal  With  Delight 


NE  POTENTIAL  DARK  HORSE  FOR  THE  REPUBLICAN  PRESIDEN- 
al  nomination  in  2008  is  Governor  Mark  Sanford  of  South 
arolina.  The  Palmetto  State  chief  executive  has  Reaganesque 


principles  and  exhibits  a  willingness  to  stand  up  for  his  beliefs, 
even  if  that  means  going  against  his  party. 

A  number  of  South  Carolina  Republican  legislators  have  suf- 
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Fact  and  Comment 


fered  from  the  same  ailment  that  many  of  their  GOP  cousins  in 
Congress  have — spendingitis.  Unlike  President  Bush,  who  has 
yet  to  wield  his  veto  pen,  Sanford  has  fought 
hard  and  imaginatively  to  prevent  a  spending 
free-for-all.  He's  even  showed  up  at  a  state 
capitol  press  conference  with  two  piglets 
under  his  arms  to  vividly  illustrate  the  pork- 
barreling  inclination  of  all  too  many  South 
Carolina  lawmakers. 

Sanford  is  also  a  policy  innovator.  He  is 
pushing  hard  for  school  choice  and  for  the  cre- 
ation of  more  charter  schools.  And  he's  come 
up  with  a  proposal  that  would  bring  sanity  to 
the  state's  runaway  Medicaid  program.  Still- 
skyrocketing  state  spending  on  Medicaid  na- 
tionwide exceeds  state  outlays  for  elementary 
and  secondary  education  combined.  Sanford's 
plan  would  give  most  beneficiaries  the  equiva- 
lent of  what  Medicaid  spends  on  them  cur- 
rently and  let  them  buy  health  insurance  plans  that  best  meet 


Governor  Sanford  and  piglets,  Pork 
and  Barrel,  ham  it  up  at  an 
antispending  press  conference. 


their  particular  needs  instead  of  sticking  them  with  the  curreil 
one-size-fits-all  approach.  Eligible  insurance  providers  worn 
have  to  meet  strict  solvency  rules  and  offer  thl 
level  of  care  (or  better)  that  Medicaid  doe 
now.  Competition  would  keep  prices  down  am 
lead  to  innovative  ways  of  delivering  health  car* 
at  ever  more  affordable  costs.  The  Sanfon 
approach  would  let  people  obtain  morl 
affordable  insurance,  allowing  them  to  spenq 
any  savings  on  other  health  care  needs  no 
covered  by  traditional  Medicaid  plans. 

Florida  Governor  Jeb  Bush  is  pursuing  ; 
similar  approach.  The  Sunshine  State  already 
spends  nearly  $7,000  a  year  per  Medicaid  benefij 
ciary  (in  South  Carolina  the  amount  is  $4,000)1 
Given  Washington's  inability  to  curb  iti 
porky  excesses,  even  in  the  aftermath  of  Hurri- 
cane Katrina,  Governor  Sanford's  prospects,  i| 
he  decides  to  take  the  presidential  plunge — anci 
assuming  he  runs  for  reelection  next  year — will  remain  bright. 


We're  the  Government  and  We're  Here  to  Harm  You 


THE  DEPARTMENT  OF  TRANSPORTATION  IS  ENGAGING  IN  AN 
exercise  that  is  thoroughly  unnecessary  and,  indeed,  harmful  to 
motorists'  health.  It  wants  to  stiffen  the  fuel-efficiency  standards 
applied  to  light  trucks  sold  in  America.  The  smallest  of  these 
vehicles  would  have  to  average  28.4  miles 
per  gallon  (mpg)  by  201 1,  and  the  biggest 
21.3mpg.  The  average  fuel-efficiency 
improvement  would  be  around  6%. 
Environmentalists  cry  that  these  changes 
don't  go  far  enough.  They're  also  pressing 
the  Administration  to  substantially  raise 
the  so-called  Corporate  Average  Fuel 
Economy  (CAFE)  standards  for  all  classes 
of  vehicles.  But  all  this  is  uncalled  for. 

When  gas  prices  go  up,  people  search 
out  more-fuel-efficient  vehicles.  Con- 
sumers don't  need  Beltway  bureaucrats  to  dictate  what  they  will  do 
naturally.  The  gas  shortages  of  the  1970s  gave  an  enormous  boost 
to  Japanese  automakers,  whose  vehicles  were  stingier  burners  of 


High  pump  prices— not  bureaucratic  edicts— lay 
iow  gas-gorging  SUVs. 


gas  than  their  Detroit  counterparts.  With  gasoline  exceeding  $3  z 
gallon  these  days,  dealers  are  practically  giving  away  their  SUVsj 
Regulators  also  can't  seem  to  grasp  the  fact  that  energy  effi- 
ciency does  not  necessarily  mean  less  use  of  energy  resources- 
Over  the  years  refrigerators  have  been 
built  to  consume  less  and  less  electricity 
per  square  foot  of  size.  Result:  Con-^ 
sumers  buy  ever  bigger,  ever  fanciec 
refrigerators.  The  same  phenomenon 
has  held  true  for  automobiles  and 
trucks:  Greater  fuel  efficiency  has  meant 
we  drive  more  and  more. 

Even  more  sobering  is  that  CAFE 
standards  have  perversely  made  cars  less 
safe.  To  meet  existing  CAFE  standards, 
many  automakers  have  used  lighter 
materials,  thereby  making  vehicles  more  vulnerable  in  crashes. 

Washington,  in  this  instance,  should  stand  back.  Markets 
work  better  than  regulation. 


RESTAURANTS:  GO,  C0NSIDE  ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Centrico-21 1  West  Broadway,  at  Franklin  St.  (Tel.:  212-431- 
0700).  The  Mexican  fare  at  this  bright  and  cheerful  establish- 
ment is  first-rate.  From  the  excellent  salsa  and  guacamole  to 
the  fresh  and  exquisite  ceviches  to  the  perfectly  grilled  tuna,  all 
is  beautifully  presented  and  tasty  indeed. 

The  Capital  Grille- 155  East  42nd  St.  (Tel.:  212-953-2000). 
The  dramatic  interior  design  almost  makes  it  worth  the  visit, 
but  when  you  pay  top  steak  house  prices,  you  deserve  more 
than  a  beautiful  space.  The  food  is  reasonably  good;  the  por- 


tions are  huge,  the  desserts  much  too  sweet.  The  waiters  disap- 
pear for  long  intervals,  and  all  the  niceties  go  by  the  wayside. 
•  Yumcha-29  Bedford  St.,  at  Downing  St.  (Tel.:  212-524- 
6800).  An  innovative  place  that  uses  Chinese  ingredients,  but 
is  far  from  a  typical  Chinese  restaurant.  The  menu  is  fun  to 
read,  with  selections  such  as  Concubine's  Forbidden  Pleasure, 
and  all  of  its  exotically  named  dishes  are  delicious.  Particularly 
so  are  the  fluke  carpaccio,  the  steamed  pork  and  the  Szech- 
wan-dusted  beef  tenderloin.  The  desserts  are  sublime.  F 
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Other  Comments 


It  is  better  to  live  rich,  than  to  die  rich. 

—SAMUEL  JOHNSON 


Worthy  of  Respect?  In  his  address  to  the  UN  [last 
month],  President  Bush  explained  why  genuine  reform  is  neces- 
sary and  why  it  is  in  the  interests  of  free  people  everywhere  to 
push  the  world  body  to  live  up  to  its  ideals.  If  the  UN  is  to  succeed 
in  important  missions  such  as  fighting  disease  and  promoting 
human  rights,  the  President  noted,  it  "must  be  strong  and  effi- 
cient, free  of  corruption  and  accountable  to  the  people  it  serves." 
The  UN  "must  stand  for  integrity,  and  live  by  the  high  standards 
it  sets  for  others.  And  meaningful  institutional  reforms  must 
include  measures  to  improve  internal  oversight,  identify  cost  sav- 
ings, and  ensure  that  precious  resources  are  used  for  their  intended 
purpose,"  Mr.  Bush  said.  "And  the  process  of  reform  begins  with 
members  taking  our  responsibilities  seriously.  When  this  great 
institution's  member  states  choose  notorious  abusers  of  human 
rights  to  sit  on  the  UN  Human  Rights  Commission,  they  discredit 
a  noble  effort  and  undermine  the  credibility  of  the  whole  organi- 
zation. If  member  countries  want  the  UN  to  be  respected  . . .  and 
effective,  they  should  begin  by  making  sure  it  is  worthy  of  respect." 

— Washington  Times 

A  Closer  Look  The  overarching  reason  for  the  consis- 
tent underestimation  of  the  economy  is  a  misunderstanding  of 
its  strengths  and  vulnerabilities.  U.S.  economic  success  rests  on 
market-based  flexibility  and  self-reliance  unmatched  in  major 
foreign  economies.  Though  flaws  exist,  we  enjoy  a  healthier 
system  of  capital  allocation  than  elsewhere.  The  biggest  vulner- 
ability is  the  risk  of  future  federal  government  policy  mistakes — 
protectionism,  tax  increases,  inflationary  or  deflationary  swings 
in  the  dollar's  value,  the  inability  to  restrain  government  spend- 
ing growth,  inattention  to  political  problems  in  this  hemisphere. 

Rather  than  responding  to  the  trade  deficit  with  protectionism 
and  attempts  to  force  currency  instability  on  Asia,  the  goal  should 
be  to  improve  the  quality  of  investment  and  savings  in  the  U.S.  and 


also  rethink  and  rebuild  the  weak  multilateral  efforts  to  promote 
prosperity  abroad.  Growth  would  be  faster  with  a  simpler  tax  code 
and  federal  government  spending  restraint.  The  budget  process 
would  work  better  if  the  growth  impact  of  tax  rates  were  consid- 
ered, not  ignored,  when  Congress  scores  proposed  tax  reforms  and 
if  proposals  to  increase  spending  had  to  be  offset  by  spending  cuts 
elsewhere.  Rather  than  addressing  the  savings  rate  with  tax 
increases  and  forced  savings,  policy  makers  should  encourage  an 
increase  in  usable  savings  and  at  least  partial  funding  of  the  gov- 
ernment's now-unfunded  Social  Security  promises,  recognizing 
that  home  ownership,  mortgages  and  consumption  have  more 
powerful  tax  advantages  than  savings  and  retirement  accounts. 

—DAVID  MALPASS,  chief  economist,  Bear  Stearns, 

Wall  Street  Journal 

From  Strength  to  Strength  We  deceive  ourselves 

when  we  fancy  that  only  weakness  needs  support.  Strength 
needs  it  far  more. 

—MADAME  SWETCHINE 

Short  Memories  If  you  read  even  respectable  journals 
these  days,  including  this  one,  you  would  think  that  no  more  than 
six  or  seven  people  ever  supported  going  to  war  in  Iraq.  A  recent 
piece  in  The  Post's  Style  section  suggested  that  the  war  was  an 
"idea"  that  President  Bush  "dusted  off'  five  years  after  Bill  Kristol 
and  I  came  up  with  it  in  the  Weekly  Standard.  That's  not  the  way 
I  recall  it.  I  recall  support  for  removing  Saddam  Hussein  by  force 
being  pretty  widespread  from  the  late  1990s  through  the  spring  of 
2003,  among  Democrats  and  Republicans,  liberals  and  conserva- 
tives, as  well  as  neoconservatives.  We  all  had  the  same  information, 
and  we  got  it  from  the  same  sources.  I  certainly  had  never  based 
my  judgment  on  American  intelligence,  faulty  or  otherwise,  much 
less  on  the  intelligence  produced  by  the  Bush  Administration 
before  the  war.  I  don't  think  anyone  else  did  either.  I  had  formed 
my  impressions  during  the  1990s  entirely  on  the  basis  of  what 
I  regarded  as  two  fairly  reliable  sources:  the  UN  weapons 
inspectors,  led  first  by  Rolf  Ekeus  and  then  by  Richard  Butler; 
and  senior  Clinton  Administration  officials,  especially  President 
Bill  Clinton,  Madeleine  Albright,  William  Cohen  and  Al  Gore. 

— ROBERT  KAGAN,  Carnegie  Endowment  for 
International  Peace,  Washington  Post 

Testing  One's  Mettle  Whatever  you  do  . . .  don't 

whimper,  but  take  the  consequences. 

— T.S.  ELIOT 

Worth  One's  Salt?  Some  folks  seem  to  get  the  idea 
that  they're  worth  a  lot  of  money  just  because  they  have  it. 

— SETH  PARKER  F 
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Current  Events 

y  Paul  Johnson 


A  Rich  Man's  Best  Friend  Is  Health 


)RD  BEAVERBROOK,  THE  GREATEST  BRITISH  PRESS  BARON  OF 
s  generation,  used  to  say  to  me  in  his  strong  Canadian  accent: 
Vw,  Mistah  Johnson,  look  after  your  good  health.  You  may  be 
e  richest  man  in  the  world.  You  may  be  the  most  powerful 
an  in  the  world.  But  if  you  lose  your  good  health,  you  will  be 
e  most  miserable  man  in  the  world." 

From  my  observations  I'd  say  that's  a  true  statement.  Take 
e  case  of  Sir  James  (Jimmy)  Goldsmith.  He  was  the  most 
teresting  rich  man  I've  known,  and  I  witnessed  his  rise  from 
)thing  to  the  position  of  a  sterling  billionaire.  I  first  met  Jimmy 
hen  he  was  16.  He'd  run  away  from  school  on  the  proceeds 
am  an  "accumulator  bet"  on  horse  races  that  had  brought  him 
S,000 — a  lot  of  cash  in  1948.  He  said  to  me,  "What's  the  point 
going  on  at  Eton,  with  nowhere  to  spend  it  except  the  Tuck 
lop.  I  want  to  get  my  teeth  into  life." 

And  that's  precisely  what  he  did.  Eventually,  however,  life  got 
;  teeth  into  him.  He  was  afflicted  with  incurable  cancer.  In  an 
tempt  to  prolong  his  existence,  Jimmy  went  to  an  Indian 
lru/doctor.  The  prescribed  regimen  didn't  allow  for  painkilling 
ugs,  so  Jimmy  endured  months  of  agony  before  deciding  the 
ure"  was  useless.  By  then  he  was  near  death.  For  the  sake  of 
s  family,  however,  he  endured  one  last  spasm  of  discomfort  by 
oving  from  his  house  in  France  to  his  house  in  Spain,  thus 
oiding  France's  crushing  death  taxes.  It  was  a  sad  end  to  a  life 
uninhibited  energy  expenditure  and  hedonism,  in  which 
aoking  after  your  good  health"  played  little  part. 

Of  course,  health  should  never  become  an  obsession.  Noth- 
g  could  be  more  miserable  than  the  way  Howard  Hughes,  the 
ice-swashbuckling  billionaire  of  the  aviation  industry  and 
ovie  world  who  developed  a  germ  phobia,  spent  his  last  years: 
e  ended  his  days  stark  naked  in  a  cocoon  of  tissues. 

ealth  Hazards 

n  the  other  hand,  it  has  to  be  admitted  that  great  health — 
bether  inherited  or  acquired  by  your  own  exertions — brings 
;  own  peculiar  health  hazards.  Here  are  some  of  them: 
avelmania.  The  very  rich  seem  to  move  around  too  much,  for 
asons  of  both  business  and  pleasure.  There's  an  explanation: 
'ealth  has  its  limitations.  There's  a  limit  to  what  you  can  eat  or 
ink;  you  can  wear  only  one  outfit  of  clothes  or  sleep  in  one 
:d  at  a  time.  Travel,  however,  is  an  area  of  expenditure  in  which 


big  money  can  make  a  difference,  via  private  jets,  yachts,  limos 
and  the  like.  The  very  rich  are  always  airborne.  They  attend 
board  meetings  all  over  the  world.  They  have  houses  every- 
where— fully  staffed,  of  course — and,  in  order  to  get  some  value 
out  of  these  abodes,  they  continually  relocate.  It's  a  self-imposed 
labor.  Not  long  ago  the  wife  of  one  billionaire  said  to  me,  "One- 
third  of  my  life  is  used  up  running  our  houses  or  traveling 
between  them." 

Travel  is  exhausting.  I  told  Rupert  Murdoch  some  years  ago 
that  he  had  the  face  of  a  man  who  is  always  getting  on  or  off  a 
long-distance  jet.  Travel  can  also  be  dangerous.  You  may  use  the 
world's  best-run  airlines  or  travel  by  private  jet  only  when 
weather  conditions  are  perfect,  but  every  time  you  step  aboard 
an  aircraft  you  are  taking  on  some  more  risk.  Moreover,  if  you 
can  afford  it,  the  temptation  is  to  cut  any  delays  by  hiring  heli- 
copters— a  flashy,  high-risk  mode  of  transport.  The  rich  should 
remember  that  nobody  ever  risked  his  neck  by  staying  in  one 
place.  If  you're  rich  enough,  let  them  come  to  you. 
The  culture  of  excess.  The  rich  are  exposed  to  this  all  the  time. 
Eating  in  the  grand  manner,  not  sometimes  but  always.  Drink- 
ing the  best  vintages,  the  oldest  cognac.  Partying  (and  often  fly- 
ing thousands  of  miles  by  private  jet  to  do  so).  Staying  up  late. 
Taking  pills  to  get  through  a  life  of  luxury.  And  then  spending 
spells  in  health  clinics  to  get  over  it  all.  Or  employing  fashion- 
able society  doctors  to  stay  fit — a  sure  formula,  in  my  humble 
opinion,  for  chronic  unease  in  health. 

Worry.  This  is  something  no  amount  of  money  can  banish.  And 
the  world's  highest-paid  psychiatrist  cannot  cure  it,  because  in 
most  cases  the  worries  of  the  rich  are  imaginary.  Worry  not  only 
poisons  but  also  shortens  life.  Mr.  Worry  sits  on  the  end  of  the 
billionaire's  bed,  keeps  him  awake  at  night  and  greets  him  with 
a  wintry  smile  in  the  morning. 

Yet — and  here  is  the  paradox — wealth  is  made  by  continual 
hard  work,  and  an  able  man  who  makes  himself  rich  will  be 
happy  (and  therefore  healthy)  only  by  doing  what  comes  natu- 
rally. He  has  to  carry  on  competing — and  competing  in  spend- 
ing and  pleasure-seeking,  as  well  as  in  accumulating  the  lucre. 
The  rich  lead  the  lives  they  do  for  the  same  compulsive  reasons 
they  become  rich  in  the  first  place. 

Are  the  problems  of  the  very  rich  insoluble,  then?  If  so,  they 
are  problems  many  would  like  to  share.  F 


,  Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 

J^OlDCS    Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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By  Rich  Karlgaard,  publisher 


Wonderful  Wealth 


ITEM  FROM  A  HURRICANE  KATRINA- RELATED  WASHINGTON  POST 
story  last  month:  "John  D.  Podesta,  former  chief  of  staff  to  Pres- 
ident Bill  Clinton  and  head  of  a  leading  Democratic  think  tank, 
says  Democrats  must  start  by  casting  Bush's  brand  of  conser- 
vatism— emphasizing  an  'ownership  society'  elevating  individu- 
alism and  private  enterprise — as  fundamentally  flawed  and  hos- 
tile to  society's  collective  responsibility  to  help  citizens." 

Really?  The  hole  in  Podesta's  logic  is  of  Category  5  size. 
Which  groups  did  the  better  job  in  aiding  Katrina's  victims — 
government  or  the  loathed  individuals  from  the  netherworld  of 
"private  enterprise"?  That's  easy:  the  private  sector.  Govern- 
ment, at  all  levels,  failed  New  Orleans.  Paralysis  prevailed  in  the 
public  sector — from  Mayor  Ray  Nagin  to  Governor  Kathleen 
Blanco  to  the  Bush  Administration.  But  it  is  the  poor  souls 
stripped  of  their  dignity  and  initiative  by  living  for  40  years 
under  the  umbrella  of  welfare  who  are  paying  the  price. 

Private  wealth — from  mighty  companies  to  ordinary 
people — acted  quickly  and  effectively: 

•  Wal-Mart,  even  before  Katrina  hit,  had  mobilized  its  world-class 
distribution  network  to  stock  New  Orleans-area  stores  with  bottled 
water,  canned  food  and  other  essentials.  It  gave  $3  million  worth  of 
items,  $2  million  to  the  American  Red  Cross  and  Salvation  Army 
and  has  pledged  $15  million  to  the  relief  fund  run  by  former  Pres- 
idents George  H.W  Bush  and  Bill  Clinton.  According  to  published 
accounts  the  Walton  Family  Foundation  has  donated  $8  million 
to  the  Bush-Clinton  Katrina  Fund  and  $7  million  to  relief  organi- 
zations, including  the  Salvation  Army,  America's  Second  Harvest, 
a  food-bank  network,  and  the  Foundation  for  the  Mid  South. 

•  Microsoft  engineers,  in  four  days,  developed  Katrinasafe.org,  a 
Web  site  to  help  evacuees  locate  missing  family  members. 

•  IBM  and  Lenovo  sent  more  than  1.500  laptop  and  desktop  com- 
puters, worth  more  than  $1  million,  to  several  Katrina  relief  groups. 

•  Home  Depot  gave  $1.5  million  to  relief  efforts.  As  of  mid- 
September  its  employees,  on  their  own,  had  given  $700,000. 

FDR  Had  It  Right  (Believe  It  or  Not) 

"Dependence  [on  welfare],"  said  FDR  in  1935,  "induces  a  spiri- 
tual and  moral  disintegration  fundamentally  destructive  to  the 
national  fiber.  To  dole  our  relief  in  this  way  is  to  administer  a 
narcotic,  a  subde  destroyer  of  the  human  spirit." 

The  creation  of  wealth  does  the  opposite.  It  builds  up  the 
human  spirit.  It  strengthens  the  national  fiber. 

In  this  issue  of  FORBES  we  celebrate  the  400  richest  people 
in  America,  most  of  whom  have  inspired  us  and  strengthened 
the  national  fiber.  Their  stories  are  amazing.  Bill  Gates  got  rich 
by  selling  tools  of  empowerment  to  regular  folks.  That  I 
wasn't  enough  for  Gates;  his  foundation  now  gives  away  I 


billions  of  dollars  for  medical  research  and  drugs  in  Africa. 

Google's  Sergey  Brin  and  Larry  Page  have  gifted  the  world  with 
free  search.  Do  we  ever  stop  to  say  thanks?  In  ancient  times  the 
Library  of  Alexandria  held  the  collected  knowledge  of  the  Western 
world.  Its  more  than  400,000  scrolls  were  the  first  systematic  and 
serious  collection  of  documentation  on  physics,  literature,  mathe- 
matics, medicine,  astronomy,  biology  and  engineering.  The  only  trou- 
ble was  that  you  had  to  physically  be  in  Alexandria  in  order  to  tap  into 
its  resources.  Now  you  can  be  in  Bangalore,  India  or  Bippus,  Indiana. 

Does  it  trouble  you  that  Netscape  founder  Jim  Clark  is  a  centi- 
millionaire  who  drinks  fine  wine  and  sails  on  a  292-foot  schooner? 
I  think  we  got  his  efforts  cheap!  Thanks  to  the  Web  browser,  for  ex- 
ample, penniless  pastors  in  Africa  can  walk  to  their  post  offices  and 
download  sermons  and  community  health  tips  from  Pastors.com. 

The  fruits  of  capitalism  go  beyond  its  ennobling  products 
and  services.  Go  to  Forbes.com  and  type  in  "Katrina  billion- 
aires" in  the  search  box.  You  can  then  read  about  American  bil- 
lionaires' charitable  responses  to  the  devastation  of  Katrina: 

•  Paul  Allen,  Microsoft  cofounder,  is  giving  $500,000  to  the  Red 
Cross  for  immediate  relief  efforts  for  food,  shelter  and  medical 
care.  He  pledged  another  $500,000  to  aid  in  longer-term  efforts. 

•  Bill  Gates  and  his  wife  are  giving  $1.5  million  to  the  American 
Red  Cross,  $750,000  to  the  Baton  Rouge  Area  Foundation, 
$500,000  to  America's  Second  Harvest  and  $250,000  to  the 
NAACP.  Meanwhile,  Microsoft  is  working  closely  with  local  and 
state  governments  and  businesses  to  help  repair  IT  systems  and 
is  giving  away  $9  million  in  cash,  technology  and  hardware. 

•  Michael  Dell  and  his  wife  pledged  $2.5  million  to  be  used  imme- 
diately and  another  $2.5  million  to  help  in  rebuilding.  Dell's  company 
pledged  $1  million  in  cash,  set  a  target  of  $1  million  in  employee 
donations  and  gave  away  computers,  servers  and  storage  units. 

•  Robert  McNair,  majority  owner  of  the  Houston  Texans  football 
team,  and  his  wife,  Janice,  are  giving  $1  million  to  the  Red  Cross 
Disaster  Relief  Fund  to  help  displaced  Gulf  Coast  residents  now 
taking  refuge  in  Houston.  McNair  has  also  offered  to  let  the  New 
Orleans  Saints  use  Reliant  Stadium,  where  the  Texans  play. 

•  Oprah  Winfrey,  the  billionaire  Queen  of  Talk,  was  one  of  the  first 
celebrities  to  visit  the  Gulf  Coast.  A  native  of  rural  Mississippi, 
Winfrey  delivered  an  emotional  broadcast  from  New  Orleans  on 
Sept.  6,  just  days  after  the  hurricane.  Her  charity  gave  $  1  million  to 
America's  Second  Harvest  and  reportedly  shipped  500,000  bottles 
of  water  to  the  area  via  FedEx. 

Don't  get  me  wrong.  I'm  all  for  effective  government.  But  gov- 
ernment's problems  are  for  government  to  solve.  Kicking  Amer- 
ica's "ownership  society,"  a  la  Podesta,  is  never  the  answer.  F 

fV)rbCS  I  Visit  Rich  Kar|8aards  home  page  at  www.life2where.coni 
^^—■com  |  or  e-mail  him  at  publisher@forbes.com. 
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Follow-Through 


OCTOBER  11,  2004 

Mom's  Money 


T 


Ihe  battle  between  the 
heiress'  kids  and  the 
gigolo  is  finally  coming 
to  a  close.  Last  year  we  told 
the  saga  of  three  siblings  of 
the  Bancroft  family  en- 
meshed in  messy  New  Mex- 
ico litigation  over  their  late 
mother  Jacqueline  (Jackie) 
Spencer  Morgan's  estate, 
now  pegged  at  $72  million. 
Jackie  Morgan's  children  (all 
former  Forbes  400  mem- 
bers), from  the  family  that 
controls  Wall  Street  Journal 
parent  Dow  Jones,  were 
aligned  against  Ronnie  Lee 
Morgan,  the  much  younger, 
openly  gay  interior  designer 
their  mother  married  late 
in  life. 

The  children  have  tentatively  agreed  to  a  settlement  that  would  give  Morgan 
an  estimated  $12  million  outright.  Negotiations  accelerated  after  a  March  2005 
report  by  a  court-appointed  expert  witness  who  stated,  "It  has  become  clear  to 
me  that  the  trustees  have  materially  breached  their  fiduciary  duties  in  a  number 
of  instances."  He  cited  violations  of  trust  law — including  an  attempt  to  cut  off 
yearly  income  their  mother  had  specified  for  Morgan — accounting  irregulari- 
ties and  a  lack  of  fairness  in  allocating  expenses  among  beneficiaries. 

It  looks  like  the  Bancrofts  and  their  trustees  should  have  stuck  to  the  original 
estate  plan.Taking  into  account  taxes  and  the  present  value  of  future  payments, 
Ronnie  Lee  Morgan  would  have  gotten  a  lot  less  than  he's  about  to  get  now. 

— William  P.  Barrett 

OCTOBER  11,  2004 


Jacqueline  (Jackie)  Spencer  Morgan 


Retire  Already! 


s 


idney  Frank  just  won't  quit.  Last  year,  when  the  eccentric  Grey  Goose  vodka 
founder  sold  the  brand  for  a  jaw-dropping  $2.3  billion  to  Bacardi,  it  looked 
like  the  86-year-old  might  finally  slow  down.  No  chance.  Since  our  story 

Frank  has  invested  $1  million  in  a 
magazine  company  (the  first  issue 
of  Travel  Savvy  is  due  out  soon). 
Frank  still  controls  premium 
Corazon  de  Agave  tequilas,  a  line  of 
moderately  priced  Italian  wines  and 
the  Crunk  energy  drink,  which  is 
marketed  by  rap  entrepreneur 
Lil  Jon.  — Matthew  Miller 


85  YEARS  AGO  IN  FORBES  I  OCTOBER  16.  1020 


Greed  is  Bad  How  a  multi-millionaire 

uses  his  wealth  is  of  tremendous  importance  to 
the  nation.  The  multi-millionaire  who  earns  the 
reputation  of  being  nothing  but  a  greedy,  self- 
seeking,  hard-hearted  money-grabber  consti- 
tutes a  danger  to  the  permanent  stability  of  this 
democracy.  He  incites  hatred  not  only  of  himself 
but  of  capitalists  as  a  class  and  capital  as  a 
whole.  While  John  D.  Rockefeller  was  engrossed 
merely  in  the  making  of  money  he  was  perhaps 
the  most  widely  reviled  man  in  America,  whereas 
during  recent  years  he  has  used  his  wealth  so 
wisely  and  generously  that  his  place  in  the  pub- 
lic's esteem  has  steadily  risen. 

20  YEARS  AGO  IN  FORBES  I  OCTOBER  28,  1985 

Fluid  Riches  Quite  aside  from  God's 

hand  and  a  degree  of  in-house  fallibility,  the  one 
certainty  in  the  annual  Forbes  Four  Hundred 
riches  is  change— overnight,  many  veins  of  gold 
in  them  thar  computer  hills  run  out,  and  the 
miraculous  fortunes  of  several  Steve  Jobs-ians 
show  a  plunging  line  on  the  screen.  As  the  price 
of  oil  drops  for  the  fourth  year,  so  do  the  mea- 
surable fortunes  of  the  once-thought-imperme- 
able Oil  Rich.  Trusts  are  sundered  by  mutual 
consent,  and  the  richest  American  of  all,  Gordon 
Getty,  no  longer  is. 

Sam  Moore  Walton  held  the  number  one  spot 
on  the  400  in  1985,  with  a  net  worth  of  $2.8 
billion. 

15  YEARS  AGO  IN  FORBES  I  OCTOBER  22,  1990 


Poor  Donald  In  1990  the  rich  have 

been  getting  poorer. 
It's  not  just  the  year 
.  ■  ..  Donald  Trump's  and 

some  other  over- 
I  •       leveraged  fortunes 
(I  m       hit  the  wall.  This  year 
|  the  entire  Forbes 

Four  Hundred  list 
j^:,;  seemed  to  stop  going 

up  and,  on  balance, 
V  start  going  down. 

Trump  is  the  most 
newsworthy  loser,  dropping  right  off  FORBES'  list 
of  the  richest  Americans.  As  his  bankers  are 
learning  to  their  dismay,  his  net  worth  may  actu- 
ally have  dropped  to  zero. 
Trump  is  number  83  on  the  list  this  year,  with  a 
net  worth  of  $2.7 billion  (see  p.  298). 


!s:  Sidney  Frank. 
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MONEY    MANAGEMENT    IS    WHAT    WE  DO®. 


But  we  also  know  some  dividends 
have  nothing  to  do  with  numbers. 

What's  the  point  of  having  great  wealth  if  you  spend  your  time  worrying  about  it?  As  a 
Lehman  Brothers  company,  Neuberger  Berman  believes  money  should  provide  comfort, 
not  concern.  That's  why  we  provide  a  wide  range  of  money  management  services  designed 
to  preserve  your  capital  and  enhance  your  portfolio.  For  over  60  years,  we've  focused  on 
customized  service,  uncovering  investment  opportunities  that  are  right  for  you. 
Remember,  with  wealth  comes  peace  of  mind.  Whether  you  have  $1  million  or  $100  million 
to  invest  in  a  customized  portfolio,  call  us  at  877.232.4859,  or  visit  us  at  www.nb.com. 

MONEY    MANAGEMENT    IS    WHAT    WE  DO. 


NEUBERGER  BERMAN 


A  Lehman  Brothers  Company 

Neuberger  Berman,  LLC.  Member  NYSE/NASD/SIPC.  Over  $90  billion  in  assets  under  management  (5/31/05).  ©2005.  All  rights  reserved. 


With  Sybase*  software,  the  PRC  Ministry  of  Railways  developed  an 
innovative  ticket  sales  and  reservation  system  that: 

Processes  passenger  traffic  of  more  than  one  billion  people  a  year, 

helping  to  reduce  long  lines  and  enhance  customer  satisfaction 

Handles  up  to  5,000  ticket  requests  simultaneously,  keeping  seat 
utilization  ratios  on  hundreds  of  daily  departures  at  maximum  levels 

Captures  and  analyzes  passenger  data  on  national,  regional  and  local 
levels,  improving  rail  car  efficiency  across  the  72,000-kilometer  network 


Replacing  an  outdated,  paper-based  ticketing  system  that  supports  one  of  the  largest  railway  networks  in  the  world  is  a  monumental  task. 
That's  why,  when  the  People's  Republic  of  China  (PRC)  Ministry  of  Railways  wanted  the  right  technology  partner,  they  chose  Sybase. 
Using  Sybase  Adaptive  Server0  Enterprise,  Sybase®  10,  and  Replication  Server®  software,  the  PRC  created  an  information  edge  that  enables 
passengers  to  purchase  round-trip  or  one-way  tickets  from  24  regional  ticket  centers,  510  booking  systems  and  over  5,000  counter  terminals. 
That  means  customers  are  happier.  Employee  productivity  is  up.  And  trains  are  filled  with  people. ..and  profits,  www.sybase.com/infoedge5 


Copyright  ©2005  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  Replication  Server  are  trademarks  of  Sybase,  Inc 
•  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners. 


Sybase 


Follow-Through 


Dropouts 


Creating  wealth  is  only  part  of  the  game.  Hanging  on  to  it  is  just  as  tricky.  This  year  42  members  depart  our 
rankings,  including  perennial  Top  10  habitue  John  Walton,  who  died  in  a  plane  crash  in  June. 


DECEASED 


in  Walton  had  been, 
a  Forbes  400  member 

for  (6  years. 

Davis,  Marvin  H. 

investments 

Fisher,  Max  Martin 

investments 

Gates,  Charles 
Cassius  Jr. 

Gates  Corp. 

May,  Cordelia  Scaife 

inheritance 

Stephens,  Jackson  Thomas 

investment  banking 


Taylor,  Patrick  F. 

Taylor  Energy 

Van  Andel,  Jay 

Alticor 

Walton,  John  T. 

Wal-Mart 


DROPPED 


Bing,  Stephen  L.  &  family 

inheritance 


Boyle,  Timothy 

Columbia  Sportswear 


Earhart,  Anne  Catherine 
Getty 

inheritance 


Field,  Frederick 
(Ted)  Woodruff 

music,  movies 

Fisher,  Donald  George 

Gap 


Fisher,  Doris  Feigenbaum 

Gap 

Flowers,  J.  Christopher 

investments 


Galan,  Victor  J. 

banking 

Getty,  Caroline  Marie 

inheritance 

Hascoe,  Norman 

investments 

Heisley,  Michael  E.  Sr. 

manufacturing 

Honickman,  Harold 

soft-drink  bottling 


Hitch,  Michael 

pizza 

Katzenberg,  Jeffrey 

movies 

Kerry,  Teresa  F.  Heinz 

inheritance 

Krehbiel,  John  Hammond  Jr. 

Molex 

Lenfest,  Harold  FitzGerald 

cable  television 


Levine,  William  S. 

billboards 

Levine,  Leon  &  family 

Family  Dollar  Stores 

Lupton,  John  Thomas 

soft-drink  bottling 

Marshall,  Barbara  Hall 

Hallmark 

Marsico,  Thomas 

mutual  funds 

Milken,  Lowell  Jay 

investments 


Milliken,  Roger 

textiles 

Moores,  John  Jay 

software 


Nash,  Jack 

investments 


Nathanson,  Marc  B. 

cable  TV,  investments 


Perry,  Claire 
Eugenia  Getty 

inheritance 


Reid,  Elizabeth  Ann  Hall 

Hallmark 

Thorne,  Oakleigh  B. 

publishing 

von  Bechtolsheim, 
Andreas 

Google 


Vilar,  Alberto 

money  management 

Waitt,  Norman  W.  Jr. 

Gateway 

West,  Alfred  P.  Jr. 

money  management 
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BOSS 

HUGO  BOSS 


ELECTION 
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D  E  A  L  V  -  <  E  R  S 


Don't  Mess 
With  Me 


Rorc  : 

z  ~  z  "  i  i  s  ST  Revion  and  Marvel 
By  Matthew 


F 


OR  MUCH   Off  THE    1980s  fiQKMD 
?ere-mar  v  L:  one  : :  -Jie*  :a  r  nose 
:•  "•'  -ire  raiCier*.  Trie*  -?— i-  in; 
dari:  i^ar*  of  rhe  late  1990s — ids  jknc 


•"  •  ;-•  ;  r    :r  -;  r  cmr-Trr  ::  '  Zzier- 

laimneni-  whi.-r  v-oe:  ore  £  siake  cmce  "worm  S2.1 
"hiTii  nr.:  c  divorce  iis  third ':  and  an  iE-iaied  deal 


rmesr- 


mem  nn:  nominE. 


daBv  Marvel,  marine  me  fowesi  pomi  of  his  lane 
career-  wmrr  —an?  1'  "ears  and  3£  big  deak.  He 
saE  wince*  frorr  The  falioir.  over  the  Jjwu^  in  199" 
from  Ins  ftkd  wfe,  Pare:  Z'ufl.  vn:  dernanaed 
§~  miTtinr  nr  an-nr.a"  child  snppwrfcr  ther  ihen-3- 
vear-oid  daughter  an;  e-  rer  _:r  less  — .?~ 

5150.000  a  -vear  L  Pereimar  grr:  niTiaried  for  tesuiV- 
ing  Thai  a  rhiid  could  be  Ed  or  S3  a  dav.  "Peopk- 
said  I  "was  a  terrible  tnrrr.ar  being  and  thai  1  was 
starving  mr  daughter.^  he  sav*..  Howard  Gmrv  his 
iamgnirje  conagiiere-  recalk:  "Emononalrv-  to  come 
■    ;  fr.ee  ev-erv  dav  dnrr. 


Ms  $6  biliion  fortune 
Suddenly  he  s  back. 


tic  me  wzv  me  size  of  Peremar.  *  sec-mane 

-  ;  rom  ::  r~ -t  :: :  m_  Zi-~~  ::  rr.r-er.- 
r-'t  -me  :-£."£_-^r.  aermer.  mgr:- 

fnlfv.  I:  peairec  a:  5c  .5  bilhor  in  I99~  and  feE  br 

-  -----n-.-y  n  four  t£T:  i:  e  low  of  §25  rnTrion  in 
_'»'  :  -I  "iL;  esrirrrcre*.  Lr  me  same  Time  period 
rre  !i  :  ?  r: reremar.  *  ::-~.~er:  :n 
-.;  '  >;  nrure;  '  -  re-  er  acreec  wmrr  arrv  oi  tout 
i  i  i  i  n  irtr***  anvwar. 

V, --.■=»--  rt  racr.  ?ert_rrxr  .-  fortune  iareen 
amasBai  fcn^  the  aapasitive  MacAadeews  & 

roroef  ni  ~j.?~i ~'~  r;  rm     ,?c*r~~>-    .  >:  ;  r 

v. ;  figure-  ranking  hirr  nnmoer  34  on  the  list  of 
rimes:  Americans  seep.  89  . 

He  nurse  r  rre  ::  rm  demons  earner  rrui 
--ear  _*  ~_r  or  c  warn  urn  rr  Ma  Ht  sa:  rr 

his  Townhonse  office  on  Lasr  62nd  Street  and 
-watched  a  live  ajirrroorr  feec  or.  —  '  a-  £  "u  mer 
in  his  favor  n  his  iawsnr  amisinF.  Morgan  Stanley 
of  fraud  n  the  Sunbeam  deal  In  1996  Perehnan 

.-^niriiTip  goods  to  Sunoean  for  S140  mflhon  in 


ail  and        rniliion  in  Simbean  stock.  Bv  2001 
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Ou  front 


the  shares  were  worthless,  and  Sunbeam 
had  folded  under  an  accounting  scandal 
that  took  place  under  the  reign  of  chief 
Albert  (Chainsaw  Al)  Dunlap. 

The  circuit  court  jury  in  Florida 
ordered  Morgan  Stanley  to  pay  Perel- 
man's  MacAndrews  &  Forbes  $1.6  bil- 
lion, including  $850  million  in  punitive 
damages.  The  two  sides  likely  are  in  set- 
tlement talks,  and  Perelman  could  clear 
$1  billion  or  more  after  taxes.  That 
would  arm  him  with  a  total  $2  billion  in 
cash  to  parlay  into  new  bets,  which  he 
vows  to  do  even  at  this  late  stage  of  his 
career.  With  debt  he  could  turn  it  into, 
say,  $10  billion  or  more  in  deals,  proba- 


ta buy  companies  or  assets  at  a  low  price 
and. run  them  without  looking  to  get  out. 

Attention-deficit-disorder  investing,  you 
might  call  it.  Typically  he  picks  out  an  ugly 
duckling  other  investors  don't  like,  disposes 
of  the  dreck  and,  at  times,  hollows  out  a  cor- 
porate shell  to  use  tax- loss  benefits  to  buy 
something  better.  Then  he  adds  a  few  prop- 
erties that  offer  glitz  but  bear  little  relation  to 
everything  else.  He  believes  in  diversity,  not 
synergy. 

This  is  how  he  came  to  make  a  few 
billion  in  profit  buying  bankrupt  banks, 
overhauling  them  and  selling  them  to  the 
giants,  while  also  betting  on  distractions, 
from  cosmetics  to  comic  books  to  camp- 


JtoBackJiaheL 


Ronald  Perelman  has  been  a  billionaire  since  1988.  It's  been  an  exhilarating  if 
sometimes  painful  ride.  Today  his  net  worth  is  almost  back  to  its  alltime  high. 


bly  starting  in  banking. 

"I'm  not  in  the  twilight  of  my  career," 
he  insists,  four  years  shy  of  qualifying  for 
Social  Security  payments.  "We're  going  to 
wait  for  the  right  deals.  We're  looking 
aggressively,  but  I  have  no  pressures  from 
anyone  but  myself.  I  get  bored  easily." 

The  big  question  is  whether  Perelman 
matters  anymore.  He  is  a  solo  practitioner 
in  a  buyout  game  of  newly  bulked-up 
giants.  Big  private  equity  funds,  not  lone 
raiders,  do  takeovers  these  days — funds 
run  by  such  tycoons  as  Stephen  Schwarz- 
man  of  Blackstone  Group  and  David 
Bonderman  of  Texas  Pacific  Group. 
Perelman  argues  their  sheer  size  forces 
them  to  invest  in  deals  he  wouldn't  touch. 

One  of  the  biggest  funds  now  is  $8.5 
billion,  and  a  $10  billion  pot  is  all  but 
inevitable,  Perelman  says.  He  aims  to 
dodge  these  titans  and  find  "quirky  deals" 


ing  gear.  Since  2002  he  has  bought  pieces 
of  a  scratch-ticket  lottery  outfit,  a  security 
service  and  a  maker  of  military  Humvees. 

Yet  for  all  that  fragmented  focus 
Perelman  is  singularly  obsessed  with 
Revlon,  a  problem  bride  he  bought  in 
1985  in  a  hostile  takeover  for  $1.8  billion, 
financed  by  junk  bonds  from  the 
renowned  Michael  Milken  of  now- 
defunct  Drexel  Burnham  Lambert. 

"It's  by  far  the  hardest  transaction  I've 
ever  been  involved  with,  but  I  still  think  it 
has  enormous  underlying  value,"  says 
Perelman.  "I'm  the  most  encouraged  I've 
been  in  20  years.  It's  an  irreplaceable 
asset."  Revlon  stock  was  as  high  as  $55  in 
1998;  these  days  it  hovers  at  $4,  all  but 
daring  Perelman  to  buy  it  back. 

He  is  a  celebrity  in  his  own  right,  a 
guy  who's  both  tough  and  gentle  and 
who  hangs  out  now  and  then  with  rock 


stars  Jon  Bon  Jovi,  Rod  Stewart  and  Billy 
Joel.  Yet  he  is  an  observant  Jew  who 
doesn't  work  from  sundown  Friday  to 
Sunday  morning  and  who,  as  the  Talmud 
demands,  on  Saturdays  always  prays  in  a 
group  of  ten  Jewish  men,  no  matter 
where  he  is  in  the  world. 

For  five  years  now  Perelman  has  been 
married  to  his  fourth  wife — the  blonde 
Ellen  Barkin,  the  actress;  friends  say  she 
has  calmed  him  down.  He  had  four  chil- 
dren with  his  first  wife,  a  fifth  with  his 
second  wife  (former  gossip  columnist 
Claudia  Cohen)  and  a  sixth  (the  daugh- 
ter with  the  $3  meal  tickets)  with  his 
third  spouse.  Perelman  proclaims  a  pro- 
found love  for  his  children,  yet  he 
refused  to  attend  the  wedding  of  his 
eldest  son,  Josh,  because  the  bride  didn't 
sign  a  prenup;  asked  about  this,  his  han- 
dlers note  that  "no  one  attended  the 
wedding  because  of  that." 

Ronald  Owen  Perelman  was  born  on 
New  Year's  Day  in  1943  in  Philadelphia,  the 
grandson  of  Lithuanian  immigrants.  His  fa- 
ther was  Raymond  Perelman,  an  intense 
buyout  artist  who  owned  a  metals  company 
called  Belmont  Industries.  In  !  965  Ronald 
graduated  from  the  University  of  Pennsyl- 
vania and  married  Faith  Golding,  whose 
grandfather  had  built  the  Essex  House  hotel 
and  amassed  a  $100  million  fortune.  He 
then  picked  up  his  M.B.A.  from  Wharton 
and  went  to  work  for  Dad. 

Perelman  worked  for  his  father  until 
1978,  when  the  two  had  a  falling  out  and 
he  quit  and  moved  to  New  York  to  start 
doing  buyouts  himself.  Ronald,  then  35, 
had  argued  he  was  ready  to  be  president  of 
Belmont;  Raymond  said  he  wasn't.  "I've 
always  been  very  impatient,"  Ronald  says. 
The  rift  lasted  for  six  years.  His  father,  now 
88,  is  still  president  of  Belmont. 

In  1980  he  bought  Philadelphia 
candymaker  MacAndrews  &  Forbes  for 
$45  million.  He  sold  off  chocolate- 
making  but  kept  the  licorice  extracts  busi- 
ness (which  he  controls  today  as  publicly 
held  M&F  Worldwide).  In  1984  he  took 
the  company  private  for  $95  million; 
today  MacAndrews  &  Forbes  is  worth 
perhaps  $6  billion,  and  he  owns  all  of  it. 

MacAndrews  &  Forbes  embarked  on 
a  buyout  binge,  getting  film  developer 
Technicolor,  Consolidated  Cigar,  the 
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Pantry  Pride  supermarket  chain  and  a 
few  other  properties  for  $360  million  in 
borrowed  money,  including  $140  million 
in  Milken  bonds.  The  gem  was  Pantry 
Pride:  He  took  a  38%  stake  for  $60  mil- 
lion. On  the  books:  a  $300  million  tax- 
loss  carryforward  that  could  shel- 
ter    profits     elsewhere.  In 
November  1985,  backed  by  $750 
million  more  in  junk  debt,  he 
used  Pantry  Pride  to  buy  Revlon 
for  $1.8  billion,  plus  $700  million 
in  assumed  debt. 

Soon  after,  he  offered  $4. 1  bil- 
lion for  Gillette  but  was  turned 
down.  He  walked  away  with  $34 
million  that  the  press  played  up  as 
"greenmail,"  solidifying  his  preda- 
tor status.  A  year  later  he  went 
after  a  14%  stake  in  Salomon 
Brothers  but  was  rebuffed.  In  1988 
he  sold  off  Consolidated  Cigar  for 
$135  million,  then  bought  it  back 
five  years  later,  paying  $185  mil- 
lion, only  to  sell  it  again  in  2000 
for  $730  million. 

In  banking  Perelman  hit  the 
most  profitable  streak  of  his 
career.  The  savings-and-loan  cri- 
sis and  government  bailout  were 
in  full  swing,  and  in  1988  Perel- 
man linked  up  with  Texas  banker 
Gerald  Ford  to  buy  five  bankrupt 
S&Ls  with  300  branches  for  $315 
million.  The  government  kicked 
in  $5  billion,  including  $900  mil- 
lion in  tax  breaks  Perelman  could 
use  at  his  other  companies. 

When  the  deal  was  done, 
Perelman  owned  90%  of  the  S&L 
group,  dubbed  First  Gibraltar, 
and  Ford  had  10%.  In  1993  they 
sold  it  to  Bank  of  America  for 
$1  billion,  keeping  four  branch 
offices  to  hold  on  to  some  of  the  tax 
breaks  and  funnel  them  into  new 
ventures. 

In  1995  Perelman  and  Ford  bought 
First  Nationwide  bank  from  Ford  Motor 
for  $730  million,  selling  off  branches  in 
three  states  for  7%  of  deposits  and  rein- 
vesting the  proceeds  in  California  bank 
branches  priced  at  only  2%  of  assets.  "It 
was  a  great  arbitrage,"  says  Gittis,  Perel- 
man's  chief  lieutenant.  Soon  they  had 


merged  with  Cal  Fed  to  form  Golden 
State  Bancorp,  the  second-biggest  thrift  in 
the  U.S.,  with  $3.6  billion  in  assets.  In 
2002  they  sold  it  to  Citigroup  for  $6  bil- 
lion in  cash  and  stock.  Perelman  took  out 
$300  million  in  cash  and  held  on  to  36 

The  Many  Wives  of  Ronald  Perelman 


NAME 

MARRIED 

DIVORCED 

CHILDREN 

Faith  Golding 

1965 

1984 

4 

Claudia  Cohen 

1985 

1994 

1 

Patricia  Duff 

1994 

1997 

1 

Ellen  Barkin 

2000 

still  married 

0 

million  shares,  worth  $1.6  billion  today. 

But  Perelman  had  a  much  tougher 
time  in  other  businesses.  In  1989  he 
acquired  Coleman,  which  led  to  the  Sun- 
beam flop.  That  same  year  he  took  a  wild 
Spidey  ride  with  Marvel,  acquiring  it  for 
$83  million  arid  taking  it  public  two  years 
later.  By  1993  the  shares  had  soared  from 
$2  to  $36,  adjusted  for  three  stock  splits, 
and  Perelman's  60%  stake  was  up  to  $2.1 
billion.  Emboldened,  Perelman  raised 


$500  million  in  Marvel  bonds  against  his 
own  shares  to  fund  other  properties. 

Then  the  bottom  dropped  out.  By  late 
1996  rival  raider  Carl  Icahn  had  bought 
up  control  of  Marvel  bonds.  Marvel  filed 
for  bankruptcy  court  protection,  Icahn 
installed  himself  as  chair- 
man, and  Perelman  was 
forced  out,  his  equity  wiped 
out  by  the  bonds  he  had 
issued. 

It  is  far  more  difficult  to 
track  how  much  Perelman  is 
up — or  down — on  his 
Revlon  investment.  He  waited 
1 1  years  to  take  it  public,  ped- 
dling a  17%  stake  in  1996  that 
valued  Revlon  at  $1.05  billion. 
A  decade  later  its  market  cap 
is  at  only  $1.3  billion.  The 
stock  has  languished  in  the 
single  digits  for  five  and  a  half 
years. 

Along  the  way  Perelman 
brought  in  $3  billion  selling 
off  some  Revlon  assets.  But 
he  also  spent  $500  million 
to  add  a  few  brands,  and 
reportedly  tried  (but  failed) 
to  sell  the  company  in  1999 
(he  denies  this).  He  had  his 
stake  diluted  from  83%  to 
60%  when  the  company 
issued  more  shares  to  pay 
off  $800  million  in  bond 
debt.  Moreover,  Revlon  ran 
up  $440  million  in  losses  in 
1991,  and  since  1996  has 
had  net  aftertax  losses  of 
$1.3  billion. 

Worse,  its  revenue  fell  by 
40%  in  six  years,  to  $1.3  bil- 
lion, on  asset  sales  and  tough 
competition.  After  24  straight 
losing  quarters  the  company  turned  its 
first  profitable  quarter  late  last  year — and 
has  returned  to  losses. 

Yet  Perelman  remains  obstinately 
bullish  on  Revlon's  future.  "It's  still  a 
brand  that  cannot  be  replicated,"  he 
insists.  "The  question  is,  how  can  we  get 
the  business  to  be  the  size  of  the  brand?" 
Maybe  so,  but  his  other  pursuits — not  his 
prized  beauty  franchise — are  what  made 
him  rich.  F 
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Your  time  becomes  real-time 


Life's  Good  when  you  have  the  power  to  control  time.  With  one  touch  of 
the  DVR  (Digital  Video  Recorder) button,  LC  Plasma  TV  can  'Time  Shift' 
your  favorite  live  match  and  let  you  watch  it  anytime  you  choose. 
Whether  you're  taking  a  short  snooze  at  halftime  or  attending  to  more 
important  matters,  now  your  favorite  players  can  be  on  your  time! 
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TAX  DEDUCTIBLE 

Ten  Forbes  400  members  made  gifts  or  pledges  of  $25  million  or  more  in 
the  last  year.  The  beneficiaries,  as  usual,  were  established  institutions  like 
universities,  foundations  and  museums.  Bill  Gates  chose  to  donate  his 
recent  $3-a-share  Microsoft  dividend,  worth  $3.2  billion,  to  his  family 
foundation — pushing  the  sum  of  his  lifetime  charitable  giving  above  $30 
billion.  And  the  man's  not  even  50.  Other  big  gifts  below.  — David  Whelan 


George  Soros  Financier  gave  $206  million 
to  support  endowment  of  the  Central 
European  University  in  Budapest, 
founded  to  promote  Western-style 
education. 

Lawrence  Ellison  $1 15  million  to  Harvard 
University  for  global  public  health 
research. 

David  Rockefeller  Sr.  $100  million  to  the 
Museum  of  Modern  Art  in  New  York 
City.  Also  $100  million  to  Rockefeller 
University  for  research  and  renovations. 
Sidney  Frank  $100  million  to  Brown  Uni- 
versity to  endow  a  new  scholarship  fund. 
The  liquor  distributor  attended  Brown 
for  a  year  but  could  not  afford  to  stay 


Dan  L.  Duncan  Energy  exec  gave  $35  mil- 
lion to  Baylor  College  of  Medicine  to 
build  an  ambulatory-care  center. 
Richard  Farmer  Uniform  rental  boss 
gave  $30  million  to  Miami  University  in 
Ohio  to  support  his  namesake  business 
school. 

David  Filo  Yahooligan  sent  $30  million  to 

his  alma  mater  Tulane  University  for 

undergrad  scholarships. 

Carl  Lindner  Financier  gave  $30  million  to 

the  University  of  Cincinnati  for  a  new 

behavioral-health  center. 

William  S.  Boyd  Gaming  exec  gave  $25 

million  to  the  University  of  Nevada  at 

Las  Vegas  for  the  law  school. 


David 
Rockefeller  Sr. 


Dorrance  Hamilton  Soup  heir  gave  $25 
million  to  Philadelphia's  Thomas 
Jefferson  University  for  a  new  building 
and  parking  lot. 

Source:  Chronicle  of  Philanthropy. 


PUBLISHING 


Buckraker 


If  you're  rich  and  powerful,  Jason  Binn  will  track  you 
down— and  send  you  his  magazine  By  Tomas  Kellner 


JASON  BINN  GOT  HIS  FIRST  JOB 
out  of  college  by  sending  per- 
fumed birthday  cards  to  Madi- 
son Avenue  executives.  He  tracked 
down  their  birth  dates,  printed  his 
resume  on  thick  card  stock,  slipped  it 
inside  a  red  envelope,  scented  it  and 
attached  a  pink  rose  sticker  that  said 
"love."  "I  knew  I  had  to  do  some- 
thing that  would  stand  out,"  says 
Binn.  Within  three  months  he  was 
managing  three  accounts  at  D'Arcy 
Masius  Benton  &  Bowles. 

Binn,  37,  uses  the  same  slyness  to 
capture  a  reading  audience  of  the  rich, 
powerful  and  famous.  He's  the  mav- 
erick founder  of  Niche  Media,  a  $50 
million  (hoped-for  2005  revenue) 
company  he  started  in  1998  that  pub- 
lishes seven  high-gloss  magazines,  in- 


cluding Hamptons,  Los  Angeles  Confi- 
dential and  the  just-launched  Capitol 
File.  He  doesn't  play  by  the  rules  of 
magazine  publishing. 

First,  Binn  gives  away  half  of  the 
425,000  combined  print  run  of  all 
seven  magazines.  What's  important  is 
that  the  magazines  are  sent  to  the  right 
people,  which  means  finding  the  rich. 
Binn  employs  a  staff  of  seven  people, 
who  mine  credit  card  databases,  title 
insurance  reports  and  charter  jet  cus- 
tomer lists.  They  cull  the  Dun  &  Brad- 
street  company  register  for  names  of 
chief  executives  and  match  them  with 
mortgage  records  to  assess  their  net 
worths.  "I  can  tell  you  who  just  rented 
a  75-foot  boat  for  over  $100,000  a 
week,"  he  says.  They  recently  pin- 
pointed 22,000  New  Yorkers  who  ei- 
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SURGEON  GENERAL  WARNING: 

Cigars  Are  Not  A  Safe  Alternative 
To  Cigarettes. 


all  the  vehicles  on  the  road,  nothing 
comes  a  part  of  you  like  a  rugged,  ageless 
:kup.  And  of  all  the  cigars  in  America, 
»thing  enhances  your  moments  of  reflection 
e  the  smooth,  timeless  taste  of  a  Macanudo. 
at's  what  inspires  the  passion  that  makes 
acanudo  America's  best-selling  premium  cigar. 


MACANUDO. 

An  American  Passion. 


THE  BEST-SELLING  PREMIUM  CIGAR  IN  AMERICA. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  CAFE  /  MACANUDO  ROBUST  /  MACANUDO  MADURO  /  MACANUDO  VINTAGE 


 fronL 

ther  put  over  $100,000  on  a  credit  card  last 
year  or  made  a  single  department-store 
purchase  of  more  than  $2,000.  They  will 
be  sent  Gotham  or  Hamptons. 

As  for  editorial  content,  it's  unlikely 
Binn  will  find  himself  in  jail  protecting  a 
source.  "We  don't  trash  people;  we  cele- 
brate them,"  he  says.  "We  aren't  here  to  say 
that  so-and-so  was  caught  with  their  pants 
down."  The  inaugural  issue  of  Washing- 
ton, D.C.'s  Capitol  File  has  stories  by  for- 
mer DNC  chair  Terence  R.  McAuliffe  on 


gadgets,  President  Clinton's  lawyer  Robert 
S.  Bennett  on  fly-fishing  and  Redskins 
owner  Daniel  Snyder  on  football.  , 

Binn's  sales  staff  is  free  to  capitalize 
on  published  editorial  content.  Actress 
Teri  Hatcher  is  on  the  cover  of  the  fall 
issue  of  Los  Angeles  Confidential  maga- 
zine and  will  also  host  the  magazine's 
Emmy  party.  Binn  has  asked  two  dozen 
watchmakers,  clothing  companies  and 
jewelers  who  advertise  in  the  magazine 
to  outfit  Hatcher  for  the  party.  Photos 


from  the  party  will  run  in  the  next  issue 
as  editorial  content  or  as  a  special  adver- 
tising  section.  Binn  says  celebrities  "typ- 
ically" return  the  loot. 

Last  year  Binn's  magazines  averaged 
300  pages  per  issue,  45%  ads,  with  each 
ad  page  going  for  $16,000  after  agency 
and  frequency  discounts.  Terri  Eagle, 
chief  executive  of  the  John  Hardy  jewelry 
line,  buys  ads  in  all  of  Binn's  magazines. 
"His  list  is  so  pure,"  she  says.  "I  know  the 
formula  works."  F 


SPENDING 


The  Price  of  Living  Well 

Over  the  past  12  months  FORBES'  Cost  of  Living 
Extremely  Well  Index  climbed  4%,  keeping  pace 
with  the  Consumer  Price  Index's  3.6%. 


2004 


2005 


Change 


Coat/natural  Russian  sable,  Maximilian  at  Bloomingdale's 

Russian  sable  is  the  most  prized  and  expensive  fur  in  the  world. 
The  price  of  this  classic  coat  remains  unchanged  since  2003. 

$160,000      $160,000  0% 

Shirts/one  dozen  cotton,  bespoke,  Turnbull  &  Asser,  London 

In  1997,  the  year  the  first  Turnbull  &  Asser  store  opened  in  the 
U.S.,  these  shirts  cost  an  inflation-adjusted  $2,359. 

$3,120         $3,480  12% 

University/Harvard,  one-year  tuition,  room,  board,  insurance 

Harvard's  tuition  and  fees  rose  5%,  in  line  with  the  average 
private  four-year  college  for  the  academic  year  2004-05. 

$39,880        $41,675  5% 

Champagne/Dom  Perignon,  case,  Sherry-Lehmann,  N.Y.C. 

Since  we  saw  the  greatest  consumption  of  champagne  ever  last 
year,  it  is  not  surprising  the  price  of  the  bubbly  is  up. 

$1,439         $1,559  8% 

Shotguns/pair  of  James  Purdey  &  Sons  (12  gauge  Side-by 
Side),  Griffin  &  Howe,  Bernardsville,  N.J.  &  Greenwich,  Conn. 

The  price  in  pounds  of  these  British-made  shotguns  has 
remained  unchanged  since  2002. 

$167,300      $167,500  0% 


Forbes 


For  more  on  Cost  of  Living,  go  to  www.forbes.com/clewi. 
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EXCELLENCE  LOVES  COMPANY. 


More  of  the  world's  best  players  trust  the  #1  ball  in  golf,  Titleist.  And  many  of  the  world's  most  successful  brands  do,  too. 
That's  because  associating  your  corporation  with  Titleist  makes  a  strong  statement  about  your  commitment  to  quality  and 
excellence,  on  and  off  the  course.  Now  you  can  choose  from  five  new  golf  balls,  Titleist  Pro  VI®,  Pro  Vlx™,  NXT®,  NXT®  Tour 
and  DT®  SoLo.  And  only  at  Titleist  can  you  get  the  sophisticated  color  reproduction,  creative  ^ 
capabilities  and  exacting  quality  control  your  brand  deserves.  For  information  about  logoed  /if" &0 lAf~ 

#1  ball  in  golf- 


golf  balls  and  custom  packaging,  contact  your  local  golf  shop  or  visit  titleist.com/customball. 
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NEW 


MODELS 


AND  MIRRORS 


Magician  to  the  Rich 


Steve  Cohen  knows  lots  of  neat  tricks,  like 
how  to  get  hired  by  people  with  deep  pockets. 
By  Matthew  Miller 

ON    A    RECENT    NIGHT    AT  THE 
Waldorf  Towers  Hotel  in  Manhattan 
Steve  Cohen  was  casting  a  spell  over 
the  room.  Primped  up  in  a  tux  and  horn- 


rim  glasses,  Cohen,  34, 
sidled  up  to  a  few  people 
and  asked  if  they'd  lend 
him  some  one-dollar 
bills.  After  teasing  the 
guys  and  flirting  with 
the  girls,  he  crumpled  up 
the  bills  in  his  fists  and, 
when  he  opened  his 
hands,  out  came  a  few 
hundreds.  He  calls  the 
trick  "Instant  ROI." 

Cohen  made  $1  mil- 
lion last  year  turning 
tricks  like  this  at  the 
homes  and  corporate 
events   of  America's 
richest   people.  He's 
been  flown  in  private 
jets   all   around  the 
country,  from  Aspen  to 
Cape  Cod,  playing  at 
the  homes  of  Forbes 
400  members  Martha 
Stewart  (where  he  made 
three  spools  of  thread  pop  out  of  a  loaf  of 
bread),  New  York  City  Mayor  Michael 
Bloomberg  and  Reebok  founder  Paul 
Fireman  (where  he  miraculously  pulled 


some  freshly  torn-up  $20  bills — in 
from  the  toe  of  a  sneaker).  H 
$10,000  to  $25,000. 

Cohen  was  raised  in  thep 
Westchester  County  town  of  Chapi 
N.Y.,  where  he  was  taught  the  sect 
by  his  great-uncle,  who  had  si< 
under  none  other  than  Harry  Fk< 
When  he  was  10,  Cohen  perform 
first  paying  gig,  working  a  kid's  bit 
party.  After  he  studied  psychoig 
Cornell,  "there  were  some  lean  yea,, 
like  every  entertainer  getting  theirt; 

In  2001  Cohen  persuaded  th' 
dorf  to  give  him  a  suite  to  perfrt 
every  Friday  night.  The  shows  c 
word  of  mouth  among  the  well-o  who 
frequent  the  grandiose  hotel,  and  Cnen'i 
career  began  to  flourish.  People  sll 
$55  each  to  see  him  perform  weeklat 
Waldorf.  "Event  planners  con  and 
immediately  book  me  for  their  co:  irai 
entertainment,"  he  says.  He  spem  oi 
week  per  month  on  the  road. 

Cohen  is  putting  together  a  nev 
that  highlights  some  of  the  custom  trks 
has  performed  privately  for  the  ultrarh 
powerful.  The  only  catch:  "Don't  ;k 
how  I  do  it."  We  wouldn't  think  of  if 
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CATCH  ME  IF  YOU  CAN 


The  Optimist  and  the  Jail  Cell 

Alberto  Vilar  fooled  friends  and  investors  about  how  much  he 
was  worth.  He  fooled  us,  too  By  Matthew  Miller 


WHEN  FORBES  CALLED  INVESTOR 
Alberto  Vilar  in  July  2004  for  our 
annual  rich  list,  the  then-cele- 
brated investor  and  opera  patron  quickly 
returned  our  phone  call.  Brimming  with 
optimism,  Vilar  told  us  that  his  net  worth 
was  definitely  on  the  up,  far  higher  than 
the  $500  million  we  had  estimated  in  2003 
when  he  didn't  make  the  cut.  "It's  going 
too  far  to  say  I'm  a  billionaire,"  he  mused. 
"Between  $900  million  and  $950  million 
sounds  right." 

Right.  In  May  Vilar  was  arrested  at 
Newark  airport,  federally  charged  with 
using  an  investor's  $5  million  for  personal 
expenditures — including  a  donation  to 
Washington  &  Jefferson  College,  his  alma 


mater — instead  of  putting  it  to  work  in 
Amerindo  Investment  Advisors,  his 
money  management  firm,  which  had 
placed  successful  bets  on 
late-1990s  tech  darlings 
like  Ebay,  Yahoo  and  AOL. 
He  pleaded  not  guilty  but 
spent  nearly  a  month  in  jail 
because  he  couldn't  make 
his  $10  million  bail.  (He 
was  eventually  freed  after 
some  friends,  including  a 
conductor,  came  to  his  res- 
cue.) Later  reports  said 
Vilar  owed  money  to  almost  everyone  he 
knew,  including  his  dry  cleaner. 

So  how'd  he  fool  us,  too?  Vilar  told  us 


Amerindo  was  up  32%  in  the  fir  six 
months  of  2004  and  up  93%  since  woad 
last  updated  his  net  worth  in  2003  nd 
he  appeared  to  be  making  good  on  >me 
of  the  charitable  contributions  he  ha  ne- 
glected in  previous  years. 

Yes,  we  dig  through  SEC  docuirnts 
and  make  countless  phone  calls  to  rrve 
at  net  worth.  But  some  estimates  hige 
on  discussions  with  the  rich-listers  tfm- 
selves.  We've  lea:ed 
good  rules  of  thum  If 
someone  wants  ofthe 
list,  he  is  probably  eher 
richer  than  we  thir.  or 
wants  to  avoid  IRS  acn- 
tion — or  both.  If  he  nn- 
plains  that  our  numbr  is 
too  low,  then  he  mu  be 
selling  something  ke 
real  estate  (ahem 
aid)  and  needs  credibility.  So  we  usdly 
know  when  to  be  skeptical.  But  we  din't 
catch  Vilar's  lie. 
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/ery  new  Sonata  passes  through  a  360-degree  rotary-dip  paint  primer  bath,  not  once  but  11  times. 


360° approach  to  quality.  At  Hyundai,  we're  obsessed  with  the  process  of  quality 
or  example,  the  body  of  the  all-new  Sonata  rotates  through  the  paint  primer 
ath  11  times.  What's  more,  the  primer  is  electrically  charged  so  that  paint  is 
ttracted  to  even  the  most  remote  parts. The  result  is  a  vehicle  with  a  new 
jvel  of  corrosion  protection  and  a  flawless  paint  finish. The  rotary-dip  bath  is 
jst  one  of  the  new,  cutting-edge,  environmentally  friendly  processes  at  our 
tate-of-the-art  assembly  plant  in  Montgomery,  Alabama.  Where  we  lead  the  way 
i  advanced  manufacturing  technology  It's  a  Hyundai  like  you've  never  seen  before. 


undaiUSA.com 


UNDAI  AND  HYUNDAI  MODEL  NAMES  ARE  REGISTERED  TRADEMARKS  OF  HYUNDAI  MOTOR  AMERICA.  ALL  RIGHTS  RESERVED.  ©2005  HYUNDAI  MOTOR  AMERICA. 
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HURRICANE  HIT 

Riders  on  the  Storm 

How  Katrina  affected  the  businesses  of  some  folks  on  our  rich  list  By  Lea  Goldman 


MICKY  ARISON  $5.8  billion  (net  worth) 

Losing  access  to  the  Port  of  New  Orleans, 
the  chief  executive  of  cruise  operator  Carni- 
val warned  that  damage  and  interrupted 
service  would  shave  up  to  $24  million  from 
earnings.  Offsetting:  The  Federal  Emergency 
Management  Agency  chartered  three  Carnival  cruise  ships  for 
temporary  housing. 

JEREMY  JACOBS  $1  billion 

Boston  Bruins  owner  bought  the  Big  Easy's 
Delta  Queen  Steamboat  Co.  for  $80  million  in 
2002,  after  Sept.  1 1  had  thrown  the  languish- 
ing company  into  bankruptcy.  Katrina  forced 
cancelation  of  one  of  its  steamboats'  fall  and 
winter  cruises,  losing  some  200  bookings. 

CRAIG  NEILSEN  $825  million 

The  chief  executive  of  Las  Vegas  gaming  out- 
fit Ameristar  Casinos  was  poised  to  join  the 
ranks  of  The  Forbes  400  this  year  with  an  esti- 
mated worth  of  $1  billion.  But  Katrina  closed 
the  company's  Vicksburg,  Miss,  casino  for 
three  days.  Shares  of  Ameristar  slipped  22%,  enough  to  squeeze 
him  off  the  list. 


DONALD  NEWHOUSE  $75  billion 

Media  baron  oversees  the  newspaper  unit  o| 
Advance  Publications,  which  counts  New 
Orleans'  Times-Picayune  among  its  broad- 
sheets. The  paper  has  returned  to  print  with  a 
circulation  of  60,000 — down  75%  from  pre- 
Katrina  weekday  distribution.  "We're  on  a  day-to-day  basis,' 
says  Steven  Newhouse,  Donald's  son. 

DONALD  TRUMP  $2.7  billion 

One  week  before  Katrina  he  announced  his 
involvement  in  a  $200  million  deal  to  build 
glitzy  70-story  "condotel"  in  downtown  New 
Orleans.  Trump  hasn't  scuttled  the  plarj 
entirely.  "If  you  can  get  something  built  when 
no  one  else  is  building,  it  goes  even  faster,"  he  says. 

OPRAH  WINFREY  $1.4  billion 

Taped  two  special  episodes  devoted  to  Katrina 
on  location.  Despite  initial  resistance  from  the 
National  Guard,  she  finagled  access  to  New 
Orleans'  hellish  Superdome  and  made  head- 
lines declaring,  "This  country  owes  these 
people  an  apology."  Both  episodes  handily  won  their  time  slots 
in  the  nation's  top  ten  markets. 


THE  BILLIONAIRES'  BROKER 


When  billionaire  builders  Donald 
Trump,  Jorge  Perez  and  Steven  Roth 
need  a  retail  real  estate  broker,  they 
more  often  than  not  turn  to  the 
same  guy — Robert  K.  Futterman. 
His  company,  RKF,  has  brokered 
$5.1  billion  worth  of  space  in  the 
past  seven  years,  including  the  malls 
of  the  original  Trump  Tower  and  the 
Time  Warner  Center  in  Manhattan. 
New  York  deals  will  account  for  half 
its  $25  million  in  sales  this  year. 

Now  Futterman,  46,  who  repre- 
sents both  tenants  and  landlords,  is 
moving  to  ultrahot  Sin  City — along 
with  his  buddies.  The  Las  Vegas  Strip 
has  5  million  square  feet  of  shops. 
He  predicts  that  by  2010  that  num- 


ber will  increase  by  one-third  and 
his  firm  will  exclusively  lease  out 
30%  of  if  "Many  of  the  same  New 
York  owners  we've  worked  with,  like 
Trump  and  Perez,  are  now  moving 
to  Vegas,"  he  says.  Perez,  through  his 
Related  Group,  recently  announced 
a  $3  billion  condo-casino  complex 
with  George  Clooney  and  Brad  Pitt; 
Trump  is  building  condos  with 
billionaire  Phillip  Ruffin. 

Futterman  is  dipping  his  toe  in  the 
equity  game,  buying  a  piece  of  a  63- 
acre  parcel  of  land  with  Starwood 
Resorts.  With  Strip  land  prices  now 
$20  million  an  acre  and  rising,  he 
might  find  brokering  too  tame  for 
his  blood.  — Matthew  Milkr' 
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LE  N  LI  V 

(OR  AS  IT  CAME  TO  BE  KNOWN) 


THE  SINGLE  MALT  that  STARTED 


When  GEORGE  SMITH 
established  THE  GLENLIVET 
Osiilltry  in  i*2A.  A*  single 
malt  whisky  reflected  his 


*  J 


SCOTLAND 


convsction  that  only  the 
BEST  WOULD  DO  and  was 
acclaimed  as  ^highest 
GUARANTEE  of  quality 


SINGLE  MALT  SCOTC 

WHISKY 


GUARANTEED 


YEARS  0 
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WAGE  GAPS 


The  Inequality 
Imperative 

The  notorious  income  gap  keeps  widening.  This  has  been 
going  on  for  a  long  time,  under  Democratic  and  Republican 
administrations  alike  By  Dan  Seligman 


100% 


LIKE  TROUT  IRRESISTIBLY  DRAWN  TO 
flashy  lures,  the  liberal  media  are 
always  a  good  bet  to  get  themselves 
in  trouble  when  the  subject  of  inequality 
is  dangled  before  them.  It  happened  again 
the  other  day  when  the  Census  Bureau 
released  income  data  for  2004.  Instantly 
in  high-dudgeon  mode,  New  York  Times 
editorialists  noted  that  the 
report  showed  income  in- 
equality near  alltime  highs, 
then  added:  "Income  in- 
equality is  an  economic  and 
social  ill,  but  the  Adminis- 
tration and  the  congres- 
sional majority  don't  seem 
to  recognize  that." 

Given  the  editorialists' 
recurring  objections  to 
George  Bush's  tax  cuts,  their 
implication  here  was  clear: 
The  Bush  Administration 
has  been  especially  awful  in 
creating  inequality.  That  im- 
plication is  wrong.  The  real- 
ity is  that  measured  inequal- 
ity has  been  rising  steadily 
for  close  to  30  years  and  hit 
successive  new  highs  in  the 
Carter,  Reagan,  elder  Bush  and  Clinton 
administrations  before  doing  the  exact 
same  thing  under  the  younger  Bush. 

The  standard  measure  of  inequality  is 
the  Gini  coefficient,  signifying  the  extent 
to  which  a  society  deviates  from  absolute 
equality.  If  everybody  has  the  same  income, 
the  coefficient  is  0;  if  the  entire  GDP  be- 
longs to  one  person,  the  coefficient  is  1.  In 
the  U.S.  the  latest  reported  coefficient  is 
0.466.  In  case  you  are  wondering,  it  rose 
more  under  Clinton — from  0.433  to 
0.462 — than  under  any  of  those  other 


chaps.  It  rose  by  only  0.004  during  George 
W.  Bush's  first  four  years.  In  case  you  are 
also  wondering  how  many  times  Times  ed- 
itorialists complained  about  Clinton's  in- 
equality record,  the  answer  is  zero.  The 
Washington  Post  has  been  equally  tenden- 
tious, and  at  one  point  (Sept.  25,  1998)  it 
ran  a  front-page  story  on  the  1997  income 


i  r 
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report  in  which  it  stated  firmly  that  the 
census  data  showed  "income  inequality  did 
not  increase,"  even  though  the  data  clearly 
pointed  to  a  substantial  one-year  increase 
of  0.004.  There  was  no  correction. 

But  ultimately  it  is  foolish  to  attribute 
inequality  to  government  programs.  There 
are  some  programs,  e.g.,  tax  and  welfare 
measures,  that  affect  income  equality,  but 
they  tend  not  to  be  decisive.  If  they  were, 
then  Gini  coefficients  would  not  also  be  ris- 
ing in  developed  countries  across  Europe 
and  Japan — even  though  many  of  these 


countries  have  relatively  homogeneous 
populations  and  Social  Democratic  gov- 
ernments committed  to  egalitarian  princi- 
ples. It  is  true  that  the  Gini  numbers  re- 
main a  lot  lower  in  most  other  developed 
countries.  Recent  figures  for  Japan  have 
been  0.249,  for  Germany  0.283,  for  France 
0.327.  But  those  countries  have  paid  heavy 
prices  for  their  relative  income  equality.  Just 
about  all  of  them  have  had  lower  growth 
rates  than  the  U.S.,  and  most  of  them  (an 
exception  is  Japan)  have  far  higher  unem- 
ployment rates.  The  reality  is  that  in 
democratic  free-market  societies,  more 
inequality  tends  to  mean  more  growth. 

In  some  measure  the  long-standing  in- 
crease in  the  U.S.  Gini  reflects  an  increase  in 
female-headed  households,  which  tend  to 
be  poorer,  and  in  two-income  households, 
which  are  relatively  affluent.  Another  source 
of  inequality  has  been  the  decline  of  orga- 
nized labor.  It  now  represents  only 
8%  of  the  U.S.  private-sector  labor 
force,  meaning  that  fewer  employ- 
ers are  now  committed  to  stan- 
dardized wage  rates.  In  the  great 
global  economy  they  are  also  under 
new  pressure  to  hold  down  wages. 

The  driving  force  behind 
income  inequality  has  been  meri- 
tocracy, i.e.,  workers  get  what 
they're  worth.  And  in  periods  of 
boundless  technological  innova- 
tion, like  the  present,  brains  and 
talent  are  suddenly  worth  a  lot 
more.  The  demand  for  mental 
skills  has  exploded.  The  total  U.S. 
labor  force  has  grown  by  a  little 
more  than  one-third  in  the  past 
two  decades,  but  managerial  and 
professional  jobs  have  roughly 
doubled,  from  24  million  to  more 
than  48  million. 

Eleven  years  after  its  explosive  debut, 
The  Bell  Curve,  by  the  late  Richard  J.  Herrn- 
stein  and  Charles  Murray,  remains  one  of 
the  best  available  guides  to  the  current  state 
of  inequality.  The  book  described  the  rise 
of  a  new  "cognitive  elite"  and  of  a  world 
in  which  the  great  dividing  force  is  intelli- 
gence. And  as  we  discover  by  examining 
psychometric  bell  curves,  inequalities  in 
human  intelligence  are  real  and  in- 
escapable. There  is  a  high  likelihood  that 
those  Ginis  will  go  right  on  climbing.  F 
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ENJOY  THE  WORLD  OF  EXECUTIVE  ECONOMY 


Relax  in  the  world's  most  spacious  economy  class  seat  on  non-stop  flights  to 
Singapore  from  New  York  and  Los  Angeles.  With  5"  more  legroom  you  can 
stretch  out  comfortably  while  enjoying  KrisWorld,  your  personal  entertainment 
system  with  over  450  on-demand  options,  World  Gourmet  Cuisine,  and  of 
r^J    course,  the  inflight  service  even  other  airlines  talk  about,  singaporeair.com 


SinGAPORE 
AIRLinES 


V  STAR  ALLIANCE  MEMBER     W  ^ 


THE  MOST  AWARDED  NEW  CAR  EVER. 


THE  CHRYSLER  300C  >  2005  North  American  Car  of  the  Year  >  2005  AUTOMOB 

Car  of  the  Year  >  2005  Edmunds.com  Most  Significant  Vehicle  of  the  Year  ►  For  a  complete  list 


INSPIRATION  COMES  STANDARD 


ards,  visit  CHRYSLER.COM/300,  or  call  1.800.CHRYSLER  ►  2006  Chrysler  300 starting  at  $24,200 


■300C  as  shown,  535,245.  MSRPs  exclude  tax.  'Based  on  automotive  awards  won  within  the  introductory  model  year  (2005 1 

For  more  information  about  Chrysler  Financial,  ask  your  local  dealer 


mrnmrn 

< 

- 

— 

- 

— 

■  ■  •  •  fR 

rom  his  perch  in 
Vancouver  DENNIS 
WASHINGTON  is  pois 
to  profit  from  China's 
export  economy. 


^Forbes 


Flying  over  British  Columbia's  verdant 
mountain  coast  and  sparkling  blue 
waters,  Dennis  Washington  points  to 
some  ol  his  recent  acquisitions  plying  the 
waters  below.  Bright  red  tugboats  and 
barges  emblazoned  with  large  white  Ws 
lug  wood  pulp,  logs  and  newsprint  from 
lumber  mills  in  the  north  to  Vancouver 
and  points  beyond.  Not  visible  from 
Washington's  seaplane,  a  vintage  1973 
DeHavilland  Twin  Otter  converted  into  a 
modern  11-seater,  is  the  biggest  piece  of 
his  marine  empire:  a  fleet  of  23  container 
ships  that  include  some  of  the  largest  ever 
constructed.  At  1,100  feet,  the  biggest 
ships  are  as  long  as  the  aircraft  carrier 
Nimitz  and  can  carry  the  equivalent  of 
9,600  twenty-foot  shipping  containers. 

"I  love  boats,"  he  says  wistfully. 
"Anything  that  runs,  anything  mechan- 
ical. It's  my  God-given  passion  in  life." 

That  passion  has  yielded  a  hefty  for- 
tune. The  71 -year-old  Montanan  has 
amassed  $2.5  billion  by  buying  broken 
companies,  mostly  ones  involving  large 
mechanical  objects,  and  making  them 
run  better.  His  portfolio  includes  a  cop- 
per mine  in  Butte,  a  1,000-mile  rail  line, 
an  aircraft  supply  business  and  a  heavy- 
equipment  dealership.  Together  Wash- 
ington's privately  held  companies  should 
generate  $250  million  in  operating  profit 
this  year  on  sales  of  $1.3  billion. 

His  latest  project:  consolidating  a 
handful  of  commercial  marine  compa- 
nies into  Seaspan,  a  tug-and-barge  oper- 
ation that  controls  40%  of  the  towing 
traffic — including  tugs,  barges  and  ship 
berthing — on  Canada's  west  coast. 

Washington  has  spent  a  lot  of  time 
in  Canada,  having  vacationed  in  British 
Columbia  for  most  of  his  life.  On  one 
such  vacation  in  1994  he  heard  that 
C.H.  Cates  &  Sons,  a  Vancouver  ship- 
berthing  company,  had  been  put  up  for 
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DENNIS  WASHINGTON 


Ferry  Folly 


ONE  GOVERNMENT'S  TRASH  IS  A  BOAT-LOVER'S  TREASURE 

When  Dennis  Washington  bought  Seaspan  in  1996,  the  deal  came  with  two 
shipyards  and  a  contract  from  the  provincial  government  of  British  Columbia  to 
build  three  high-speed  ferries  intended  to  improve  service  on  the  42-mile  journey 
between  Vancouver  on  the  mainland  and  Nanaimo  on  Vancouver  Island  across 
the  harbor. 

Managed  by  the  government-owned  BC  Ferries,  the  resulting  "PacifiCats"  were 
designed  to  carry  a  thousand  passengers  and  250  cars,  cutting  through  the  water  at 
50mph.  The  original  plans  called  for  the  provincial  government  to  spend  $180  million. 
But  the  costs  spiraled  out  of  control,  and  by  the  time  the  third  ship  was  launched,  the 
government  had  spent  $400  million. 

Worse,  the  ferries  never  really  worked— they  burned  too  much  fuel,  and  kicked 
up  a  large  wake  that  menaced  smaller  boats  in  the  harbor  and  damaged  waterfront 
property  and  wharves.  The  massive  engine  intakes  sucked  in  flotsam,  causing 
frequent  breakdowns.  The  interior  was  too  small  for  1,000  people  to  ride  comfort- 
ably. There  was  no  outside  deck  for  passengers  to  stroll  about. 

By  2000  BC  Ferries  pulled  the  plug  on  the  PacifiCat  program.  The  province's 
ruling  New  Democratic  Party  lost  the  2001  election  after  the  opposing  Liberal  Party 
made  hay  with  the  fiasco.  The  incoming  Liberal  government,  eager  to  wash  its 
hands  of  the  project  and  get  on  with  the  job  of  privatizing  BC  Ferries,  put  the  boats 
up  for  auction. 

And  who  was  there  to  buy  them?  The  same  man  who  was  paid  to  build  them, 
Dennis  Washington.  During  the  course  of  a  20-minute  auction  in  March  2003, 
Washington's  high  bid  of  $16  million  took  the  three  boats.  He's  considering  using 
them  as  floating  casinos,  sightseeing  boats  or  possibly  even  a  ferry  service  to 
compete  with  BC  Ferries.  With  his  low  capital  costs  Washington  could  modify  the 
ferries  for  a  more  efficient— and  less  turbulent— service.  —DA. 


sale.  The  century-old  family-owned 
firm  was  throwing  off  $4  million  in 
cash  on  $30  million  in  revenue.  Wash- 
ington was  familiar  with  Cates'  boats; 
he  had  watched  them  putter  around  the 


harbor  for  years.  He  also  knew  that  a 
family  squabble  among  the  third-gen- 
eration owners  meant  a  motivated 
seller.  He  bought  the  outfit  for  an  esti- 
mated $25  million. 


A  year  later  he  added  the  tug-and- 
barge  division  of  paper  giant  Norsk,  and 
a  year  after  that  he  bought  the  largest 
tug-and-barge  player  in  British  Colum- 
bia, Seaspan  International,  for  an  esti- 
mated $135  million.  Today  Washington 
Marine  Group  operates  51  tugs  and  more 
than  200  barges,  two  Vancouver  ship- 
yards and  a  handful  of  truck  and  rail  ter- 
minals. Washington  expects  his  Canadian 
tug-and-barge  business  to  generate  sales 
approaching  $350  million  this  year. 

The  Seaspan  acquisition  came  with 
another  promising  asset:  a  pair  of  ship 
brokers  named  Gerry  Wang  and  Graham 
Porter.  Raised  in  Shanghai,  Wang  was 
appointed  to  China  Merchants  Group  in 
Hong  Kong.  While  there  he  met  Li  Ke 
Lin,  the  current  head  of  the  state-run 
China  Shipping  Group,  China's  second- 
largest  shipping  company.  In  late  1989 
Wang  followed  his  wife  to  British  Colum- 
bia, where  he  landed  a  job  with  Seaspan. 

In  the  wake  of  the  Asian  financial  cri- 
sis in  1998,  Wang — nervous  about  what 
the  new  billionaire  American  owner 
might  do  with  the  small  ship-brokering 
division  of  Seaspan,  brought  a  proposal 
to  Li  Ke  Lin  to  expand  China  Shipping's 
container  business.  Wang's  argument: 
Now  was  the  time  to  order  a  new  con- 
tainer ship,  when  Asian  boatyards  were 
desperate  for  business.  Li  said  he  needed 
government  approval  for  big  capital 
expenditures  but  agreed  he  could  sign  a 
long-term  charter  with  a  boat  owner. 

Wang  brought  the  idea  to  Washing- 
ton's son  Kyle,  who  had  moved  to  B.C. 
in  1994  to  oversee  the  family's  harbor 
operations.  The  younger  Washington  was 
enthusiastic,  and  with  Porter  on  board 
they  persuaded  Kyle's  dad  to  put  $16  mil- 
lion down  on  five  ships  whose  combined 
construction  cost  was  going  to  be  $200 
million.  The  balance  was  financed  largely 
through  a  cheap  3.9%  loan  from  South 
Korea's  export  bank,  which  was  looking 
to  revive  the  country's  shipbuilding  busi- 
ness. More  boats  followed,  and  by  this 
August  Seaspan  owned  12  container 
ships,  with  1 1  more  slated  to  be  delivered 
over  the  next  two  years. 

All  of  the  new  vessels  are  leased  by 
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PRIVATE  DINING  AT  FLEMING'S: 
IT'S  HOW  A  BUSINESS  GATHERING 
BECOMES  A  BUSINESS  EVENT. 


% 

(I 


FLEMING'S  PRIME  STEAKHOUSE  &  WINE  BAR 

Whether  you're  hosting  an  intimate  party  or  require  a  private  dining  room  for  a  larger 
gathering,  Fleming's  will  custom-tailor  an  event  worthy  of  the  occasion.  Choose  a  menu  with 
our  prime  steaks  or  other  selections  paired  with  wines  from  our  award-winning  list. 


WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES 


Alabama    Arizona    California    Colorado    Florida    Indiana    Iowa    Louisiana    Maryland  Massachusetts 
Missouri    Nebraska    Nevada    New  Jersey    Ohio    Oklahoma    Tennessee    Texas    Utah  Virginia 
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Washington's  World 


1.  Seaspan  Corp.:  Fleet  of  23 
container  ships— some  as 
big  as  the  Nimitz—  profit 
from  China  trade. 

2.  Washington  Family  Ranch: 
Former  home  to  cult  guru 
Bhagwan  Shree  Rajneesh; 
summer  camp  for  6,000 
teens. 


3.  Washington  Marine 
Group:  Largest  tug-and- 
barge  fleet  in  Canada, 

including  seif-unloading  log  barge  carrying  17,000  tons. 

4.  Aviation  Partners:  Seattle  company  designs  and  sells  "winglets"  for  commercial, 
business  jets.  Increases  fuel  efficiency  by  5%  to  7%. 

5.  Montana  Resources:  Operates  copper  mine  in  Butte,  Mont.  On  track  to  produce 
70  million  pounds  of  copper  this  year.  —D.A. 


either  China's  state-run  shipping  com- 
pany or  U.K.-headquartered  CP  Ships,  on 
fixed-rate  10-  to  12-year  charters.  The 
charter  rate  averages  $18,000  a  day  (not 
counting  fuel),  half  of  the  current  spot 
market  rate.  Signing  a  long-term  lease 


means  you  give  up  the  opportunity  to 
make  a  killing  in  the  spot  market,  but  it 
also  means  you  can  borrow  cheap  and 
lower  the  risk  of  bankruptcy. 

In  August  Washington  took  Seaspan 
public,  raising  $720  million — the  largest 


initial  offering  of  a  shipping  company 
in  history.  The  company  shells  out  most 
of  its  profits  to  shareholders  and  pays 
little  corporate  tax.  At  its  offering  price 
of  $2 1  a  share,  the  stock  pays  a  hefty  8% 
dividend.  Washington  retains  a  10% 
stake  worth  $75  million.  As  more  ships 
are  delivered,  revenues  are  expected  to 
rise  to  $170  million  by  2008.  If  all  goes 
according  to  plan,  by  the  time  the  ships 
are  finished  with  their  charters,  they  will 
be  virtually  debt-free  and  still  in  good 
shape  for  future  service. 

"It's  basically  a  finance  company," 
says  Matt  McCleery,  president  of  Marine 
Money,  a  consulting  group.  "It's  no  dif- 
ferent than  what  GE  did  with  the  aircraft 
industry.  If  you  buy  the  ships  and  put  the 
right  kind  of  financing  in  place,  you  can 
put  these  things  together  in  really  attrac- 
tive ways  to  build  equity." 

Washington  had  never  even  seen  a 
container  ship  up  close  when  his  son  Kyle 
and  Wang  proposed  the  plan  in  1999.  But 
once  Washington  was  convinced  the  deal 
met  his  requirements — heavy  assets,  low 
costs,  niche  industry,  regular  cash  flow — 
he  stood  back  and  entrusted  his  lieu- 
tenants to  run  the  business. 

That's  partly  because  Washington  is 
having  far  too  much  fun  with  boats  of  his 
own.  His  226-foot  luxury  yacht  Attessa  is 
an  engineering  marvel,  and,  of  course,  fits 
the  definition  of  a  large  mechanical  object 
in  need  of  a  turnaround. 

The  fire-damaged  yacht  was  being 
off-loaded  by  its  owner  and  an  insurance 
company  eager  to  get  rid  of  it.  For  two 
years  Washington  toiled  shoulder-to- 
shoulder  with  workers  at  his  Vancouver 
Shipyards  rebuilding  Attessa  from  the 
hull  up.  He  added  an  extra  deck  formed 
from  a  single  piece  of  plastic,  the  largest 
plastic  composite  ever  constructed  for  a 
yacht.  The  ship,  festooned  with  art  deco 
flourishes,  is  equipped  with  a  movie  the- 
ater, gym,  massage  room  and  two  out- 
door Jacuzzis.  A  radar  tower  is  painted 
"Harley-Davidson  platinum,"  as  is  a 
seven-seat  helicopter.  Washington  spent 
about  $50  million  buying  and  restoring 
the  craft. 

"He's  not  even  that  much  of  a 
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boater,"  says  friend  and  fellow  Forbes 
400  member  H.  Wayne  Huizenga,  who 
bought  Washington's  previous  yacht. 
"He  doesn't  go  out  for  months  at  a  time. 
But  what  Dennis  likes  is  a  project.  And 
the  Attessa  is  a  work  of  art." 

That  might  satisfy  most  billionaires, 
but  only  days  after  Attessa  was  put  to  sea, 
Washington  was  at  it  again,  fixing  up 
Daedalus,  Boeing's  former  corporate 
yacht,  built  in  1966  and  once  owned  by 
beer  magnate  August  Busch. 

On  the  business  front  Washington's 
reputation  as  a  rehabilitator  was 
cemented  in  1986,  when  he  bought  and 
reopened  the  shuttered  Anaconda  Co. 
copper  mine  in  Butte  for  $20  million. 
He  lowered  the  mine's  operating  costs 
by  sidestepping  the  unions  and  giving 
employees  10%  of  the  profits.  Thanks  to 
rising  copper  prices,  Washington  cleared 
$100  million  on  the  mine  over  the  fol- 
lowing three  years  before  selling  a  49.9% 
stake  to  Asarco  for  $125  million. 

Washington  furthered  his  reputation 
as  a  fixer  of  troubled  companies  when 
his  construction  business  purchased  the 
bankrupt  Morrison  Knudsen  in  1996.  So 
when  the  opportunity  came  in  2000  for 
Washington  to  buy  the  construction  and 
engineering  division  of  defense  contrac- 
tor Raytheon  for  $53  million  in  cash  and 
estimated  liabilities  of  $450  million, 
Washington  jumped  at  it — and  ended  up 
over  a  cliff. 

The  deed  of  sale  was  signed  before 
Raytheon  delivered  a  final  audited 
financial  statement,  but  with  the  under- 
standing that  once  it  did,  the  final  pur- 
chase price  would  be  adjusted.  Wash- 
ington claims  Raytheon  had  grossly 
overestimated  the  value  of  the  company 
and  underestimated  its  liabilities. 
(Raytheon  says  Washington  knew 
exactly  what  he  was  buying.)  Washing- 
ton was  finally  forced  to  put  his  publicly 
traded  company,  Washington  Group 
International,  into  bankruptcy  in  2001. 
"Deceitful  little  bastards,"  he  snaps,  still 
smarting  from  the  blow. 

The  move  wiped  out  Washington's 
$250  million  stake  in  WGI,  as  well  as  other 
shareholders'.    Washington  moped 


around  his  house  in  California  for  days 
before  having  an  epiphany:  "I've  made 
more  money  than  I  could  spend  in  five 
lifetimes.  You  don't  just  throw  your  keys 
on  the  table  and  walk  away.  You  stay  and 
fight." 

Washington  pulled  his  crews  off  two 
large-scale  power-plant  projects  in  New 
England  that  had  come  with  the  acquisi- 
tion. Because  Raytheon  had  financial 
guarantees  in  place  on  the  projects,  it  was 
on  the  hook  for  finishing  them.  The 
defense  contractor  took  writeoffs  total- 
ing just  shy  of  $2  billion  related  to  the 
projects,  leading  to  a  string  of  quarterly 

"I  love  boats/' 
Washington  says 
wistfully. 

"Anything  that 
runs,  anything 
mechanical. 
It's  my 
God-given 
passion  in  life/' 

losses  throughout  2001  and  2002.  "It  cost 
me  $250  million,"  says  Washington.  "It 
cost  them  a  hell  of  a  lot  more." 

While  Washington  was  tangling  with 
Raytheon,  a  fire  popped  up  in  another 
part  of  the  empire.  His  copper  mine  in 
Butte  was  burning  $1  million  a  month  in 
electricity,  and  when  power  prices  tripled 
across  the  West  in  June  2000,  Washing- 
ton suffered  "a  shot  in  the  head."  He  and 
partner  Asarco  agreed  to  suspend  opera- 
tions. Though  no  was  money  coming  in, 
they  still  had  to  build  a  treatment  plant 
and  to  keep  a  skeleton  crew  on  hand. 
Asarco — loaded  with  debt  and  saddled 
with  federally  mandated  cleanup  costs  at 
some  of  its  other  mines — couldn't  come 
up  with  its  share  of  the  costs.  A  dilution 
agreement  put  in  place  when  Asarco 


bought  in  to  Washington's  copper  min< 
meant  its  49.9%  stake  reverted  to  Washi 
ington.  Over  the  next  three  years  ru 
dropped  $30  million  keeping  the  mine 
in  suspension. 

His  patience  paid  off.  By  July  2003 
energy  prices  had  fallen  back  to  theii 
2000  levels;  Washington  reopened  the 
mine  just  as  the  price  of  copper  began  a 
trajectory  taking  it  from  80  cents  a 
pound  to  $1.65  today.  Better,  molybde- 
num, a  copper  by-product  used  as  a  steel 
hardener,  shot  up  even  more,  from  $4.5(1 
a  pound  to  $32  today.  According  to  Rolin 
Erickson,  president  of  Montana 
Resources,  Washington's  mining  com- 
pany, what  Washington  earns  from  moly 
covers  his  entire  cost  of  recovering  the 
copper.  In  other  words,  the  6  million 
pounds  of  copper  produced  monthly  are 
all  gravy. 

Washington  is  constantly  on  the  hunt 
for  new  investments,  says  Lawrence 
Simkins,  Washington's  top  lieutenant. 
"We  like  old-fashioned  businesses.  We 
invest  for  the  long  haul.  But  timing  is 
everything,  and  he's  in  no  hurry." 

Back  in  his  Vancouver  shipyard  Wash- 
ington leads  a  foreman  through  Daedalus' 
gutted  shell,  ducking  wooden  beams  and 
massive  coils  of  wire,  detailing  exactly 
how  the  boat's  master  bedroom  should 
be  designed:  closets  along  one  wall,  a  flat- 
screen  television  to  pop  up  from  a  hidden 
cabinet  at  the  foot  of  the  bed. 

"At  heart  I  think  Dennis  is  just  a  big 
kid,"  says  his  friend  and  business  associ- 
ate Terry  Payne,  a  Missoula  insurance 
broker.  "With  his  boats,  his  trains,  his 
planes — he's  a  classic  entrepreneur." 

One  toy  doesn't  fit  in  the  mechanical 
mold.  Washington  bought  a  65,000-acre 
ranch  in  Oregon  in  1991  for  $3.6  million. 
(Previous  owner:  Indian  cult  leader 
Bhagwan  Shree  Rajneesh,  known  for  his 
collection  of  100  Rolls-Royces  and  free- 
love  rhetoric.)  He  donated  the  land  to 
Young  Life,  a  nondenominational  Chris- 
tian youth  organization  that  works  with 
troubled  teens  from  cities  across  the  U.S. 

Says  Washington:  "In  50  years  this  is 
the  thing  I'll  be  remembered  for.  It's  the 
best  thing  I've  done."  F 


74     FORBES"  October  10,  2005 


Back  then,  if  we  had  told  you 
we  have  more  financial  planning 
clients  than  any  other  company, 
you  wouldn't  have  cared  less.* 
You  do  now. 


Vhat's  next.  "  We  are  The  Personal  Advisors  of  Ameriprise  Financial, 
he  next  generation  of  American  Express  Financial  Advisors. 


)ur  comprehensive  approach  to  financial  planning  goes  beyond  money  management 
o  encompass  more  options  and  more  protection  for  your  entire  financial  life. 

b  help  you  get  to  what's  next  in  your  life. 


^all  1-800-Ameriprise  today  for  a  complimentary  initial 
onsultation  or  visit  us  at  ameriprise.com.** 


Financial  Planning  ►  Retirement  ►  Investments  ►  Insurance 


The  Personal  Advisors  of 

Ameriprise 

Financial 


The  Next  Generation  of 

American  Express  Financial  Advisors 


ised  on  number  of  financial  planning  clients  disclosed  by  firms  in  Item  5H  of  Form  ADV,  Parti  available  at  www.sec.gov  *  The  initial  consultation  provides  an  overview  of  financial  planning 
mcepts.  You  will  not  receive  written  analysis  and/or  recommendations.  Financial  advisory  services  and  investments  available  through  Ameriprise  Financial  Services,  Inc..  Member  NASD  and  SIPC. 
verSource1' insurance  and  annuities  issued  by  IDS  Life  Insurance  Company,  and  in  New  York.  IDS  Life  Insurance  Company  of  New  York,  Albany,  NY  These  companies  are  part  of  Ameriprise 
nancial,  Inc.  Ameriprise  Financial  expects  to  become  independent  of  American  Express  on  or  after  September  30.  2005.  After  the  expected  separation,  we  will  no  longer  be  owned  by  the 
nerican'Express  Company.    ©2O05  Ameriprise  Financial,  Inc.  All  rights  reserved. 


FORBES  400 


The  Company 
They  Keep 

QUAD/GRAPHICS  SURVIVED  HARRY  QUADRACCI'S  DEATH.  BUT  HIS  FAMILY  FACED  A 
LARGER  STRUGGLE.  BY  EMILY  LAMBERT 


Justed  and  tearful,  the  family 
luadracci  gathered  days  after 
;  company  founder  drowned,  at 
decide  what  to  do  with 
,  They  met,  in  the  summer 
Id  in  the  patriarch's  living 
iking  Pine  Lake  (just  outside 
where  the  police  had  found 
his  body  under  a  pier.  Harry's  youngest 
brother,  Thomas,  asked  Harry's  widow, 
Elizabeth  (Betty),  daughters,  Kathryn  and 
Elizabeth,  and  younger  son,  Joel,  if  they 
wanted  to  hold  on  to  the  private  company 
or  sell  it.  "It  wasn't  a  discussion,"  recalls  Joel, 
now  36,  "but  more  of  a  confirmation."  The 
Quadraccis  would  keep  tilings  as  they  were, 
controlling  90%  of  the  voting  stock. 

That  was  a  given.  Even  before  the  news 
helicopters  started  hovering  over  the  estate, 
Quad  executives  had  called  employees  and 
customers  to  reassure  them.  Harry 
Quadracci  may  have  been  flamboyant — he 
sang  and  danced  at  the  company's  annual 
parties,  entering  one  on  the  back  of  an  ele- 


phant, at  another  descending  from  the  ceil- 
ing like  an  acrobat.  He  had  unconventional 
ideas  in  business  and  early  on  urged  factory 
workers  to  find  ways  to  boost  productivity. 
Yet  he  was  so  concerned  that  his  company 
outlive  him  that  in  2000  he  appointed  Tom 
his  successor  in  case  of  emergency.  Harry 
told  Joel  that  he  didn't  "want  to  manage  the 
company  from  the  grave." 

But  even  the  best-laid  succession  plans 
can't  guarantee  a  smooth  transition.  Today 
Quad/Graphics,  founded  in  1971,  is  the 
third-largest  printer  in  North  America 
(FORBES  is  a  client  for  some  of  its  custom 
publishing),  with  estimated  2005  revenue 
just  under  $2  billion.  Tom  is  chief  execu- 
tive, and  Joel,  president  and  chief  operating 
officer,  is  on  his  way  to  taking  over.  Yet  it's 
been  a  harrowing  three  years  for  the  family, 
which  has  endured  a  bruising  battle  to  save 
Harry's  oldest  son,  Harry  R.  (Richard), 
from  a  destructive  descent  into  madness. 

Brilliant,  yet  deeply  troubled,  Richard 
had  served  on  Quad's  board  in  the  1990s. 


He  had  also  sold  the  company  a  patent  on 
a  process  and  equipment  to  cool  paper  after 
a  press  run.  Instead  of  applying  his  doctor- 
ate in  mechanical  engineering  (from 
Columbia  University),  he  went  to  work  on 
Wall  Street,  trading  exotic  derivatives  for 
Chase  Manhattan  Bank,  then  working  in 
risk  management  for  Merrill  Lynch. 

Richard,  who  is  gay,  quit  and  sued  Mer- 
rill Lynch,  alleging  that  his  boss  had  spread 
false  rumors  that  he  was  HIV  positive.  (Mer- 
rill, which  denied  the  allegation,  later  set- 
tled the  case.)  After  witnessing  the  World 
Trade  Center  attacks  from  his  three-story 
penthouse  in  Manhattan's  Gramercy  Park, 
he  became  agoraphobic.  He  rarely  ventured 
outside  and,  he  admits,  grew  paranoid,  in- 
stalling 64  cameras  around  his  apartment. 

The  prodigal  son  had  started  to  drift 
away  from  the  family.  Richard  hadn't  come 
to  the  funeral  of  Betty's  father,  who  had 
died  18  days  before  Harry's  drowning.  He 
didn't  attend  his  father's  service,  either.  Nor 
the  wedding  of  his  sister  Elizabeth  three 
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THE  QUADRACCIS 


"Damn  good  business  decisions":  JOEL  QUADRACCI  has  kept  Quad/Graphics  on  track. 


months  later.  "I  didn't  know  why  I  couldn't 
be  with  people  or  family,  why  I  couldn't  go 
out,"  Richard,  41,  says  now.  "For  whatever 
reason,  it  seemed  perfectly  normal." 

Betty  was  worried  but  decided  to  not 
interfere.  She  threw  herself  into  running  a 
graphics  unit  of  Quad  and  publishing  the 
company-owned  Milwaukee  magazine.  The 
sibs  were  preoccupied,  too.  Elizabeth,  34, 
took  a  leave  from  Quad's  New  York  sales  of- 
fice after  becoming  pregnant.  (Kathryn,  38, 
is  a  nonpracticing  surgeon  in  Manhattan.) 
Joel  was  assuming  more  responsibility. 

He  and  Tom  were  holding  the  business 
together,  convincing  customers  the  next 
generation  of  leadership  was  well  prepared. 


At  the  time  of  Harry's  death  Quad  was  in 
the  middle  of  contract  negotiations  with 
Time  Inc.,  which  stuck  with  the  company. 
Soon  after,  L.L.  Bean  took  its  roughly  SI 00 
million  contract  to  Quebecor  Worldwide, 
second-largest  printer  in  North  America. 
But  Quad  scored  in  spring  2004  when  it 
won  a  substantial  contract  with  Advance 
Magazine  Group,  whose  stable  includes 
Vogue,  Vanity  Fair  and  the  New  Yorker. 

As  the  company  regained  its  footing, 
Richard  was  losing  his.  In  luly  2004  he  re- 
ceived a  call  from  the  New  York  Post,  which 
was  preparing  a  story  that  alleged  he  was 
running  a  gay  sex  club  out  of  his  apartment. 
On  July  19  the  tabloid  ran  the  first  of  its  sto- 


ries, headlined  "Tycoon's  Son  Lets  Guestsl 
Be  'Kink'  For  A  Day."  It  described  "guest 
rooms  for  paying  customers  that  connect! 
to  a  1,000-square-foot  'playroom'  equipped 
with  a  cross,  bondage  boards,  harness  power 
hoists  and  other  X-rated  paraphernalia."  It 
quoted  someone  identified  as  Master  Jus- 
tice, who  claimed  he  charged  $200  an  hour 
as  an  S&M  professional.  Richard  insists  he 
never  operated  such  a  club  but  says  he  ran 
a  Web  site  describing  a  bondage-theme  bed- 
and-breakfast  he  hoped  to  run  one  day. 

His  life  began  to  crumble.  He  says  he  re- 
ceived a  death  threat.  His  condominium 
board  sued  him,  quoting  from  his  Web  site, 
which  advertised  "basic  restraints,  blind- 
folds, hoods,  rope,  hardware,  lube,  condoms 
and  cleaning  materials"  for  a  fee.  It  also  al- 
leged he  had  exceeded  his  roof  rights  (He 
built  a  deck  with  his  own  money;  other  ten- 
ants wanted  access).  In  court,  he  denied  al- 
most all  allegations  and  countersued.  The 
case  was  setded  last  January  with  his  paying 
$41,143  in  building  assessments  and  attor- 
ney fees.  The  roof  rights  are  still  in  dispute. 

Back  in  Wisconsin,  the  Quadraccis  took 
it  hard.  The  Post  had  contacted  the  com- 
pany for  comment.  Ever  since,  the  family 
monitored  Richard's  Web  site  and  blog, 
which  was  morphing  into  a  screed  against 
the  tabloid  and  its  owner,  Rupert  Murdoch, 
as  well  as  the  Quadraccis.  Among  other 
things,  Richard,  in  a  fit  of  paranoia,  accused 
his  mother  of  murdering  Harry. 

Richard  was  also  gathering  "proof  that 
his  family  was  planning  to  sell  Quad.  His 
close  friend  and  landscape  architect  Bryan 
Gore  had  seen  an  unmarked  Gulfstream  jet 
at  LaGuardia  Airport;  Richard  concluded  it 
was  the  Quad/Graphics  plane  unloading 
documents.  After  the  company  sold  its  Par- 
cel Direct  unit  to  FedEx  for  $120  million, 
Richard  assumed  it  was  the  first  subsidiary 
to  go.  Joel  defends  the  sale  as  "a  damn  good 
business  decision  and  good  timing."  Still, 
he  says,  Richard's  rants  "hit  a  raw  nerve." 

Tom  sent  an  e-mail  to  employees  dis- 
pelling the  rumors  and  affirming  the  fam- 
ily's commitment  to  the  company,  without 
mentioning  Richard  by  name.  He  and  Joel 
also  had  to  face  customers,  explaining  that 
Richard  had  issues  to  work  out  but  that  they 
were  unrelated  to  the  company. 
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THE  QUADRACCIS 


Richard's  mom  and  sisters  thought  he 
might  be  mentally  ill  and  need  help. 
Psychiatrists  told  Kathryn  they  had  no  legal 
options.  The  family  felt  helpless. 

At  that  time  the  company  was  preparing 
to  pay  its  first-ever  dividend  and  planned 
to  convert  to  an  S  corporation  to  avoid  dou- 
ble taxation  on  the  dividend.  To  foil  that 
move,  Richard  announced  on  his  Web  site 
that  he  would  give  away  Quad  shares.  That, 
he  believed,  would  defeat  the  S  corp  status 
(such  companies  can't  have  more  than  100 
shareholders)  and,  if  pushed,  force  Quad  to 
file  public  statements  with  the  Se- 
curities &  Exchange  Commission. 

Richard  posed  no  substantial 
threat  to  Quad.  The  company  had 
right  of  first  refusal  on  any  shares 
and  exercised  it.  But  his  antics  were 
tying  his  family  up  in  knots.  In  late 
August  2004  Richard  contested  his 
father's  estate,  worth  an  estimated 
$780  million,  in  probate  court. 

A  lawyer  advised  Betty  to  use 
an  arcane  part  of  the  New  York 
State  Mental  Hygiene  Law  to  force 
Richard  to  prove  he  was  not  a  dan- 
ger to  himself  or  others.  If  the 
judge  had  doubts,  he  could  make 
Richard  go  for  hospital  observa- 
tion. Betty,  Elizabeth  and  Kathryn 
agreed  to  testify  against  him  in  court,  but 
wanted  to  leave  out  one  family  member  so 
he  would  have  someone  to  turn  to.  Joel, 
who'd  once  been  close  to  Richard,  agreed. 

In  late  September  Richard  was  served  a 
warrant  but  ignored  it,  and  two  subsequent 
ones.  Finally  he  showed  up  in  court  and  was 
assigned  a  public  lawyer,  who  made  him  buy 
a  suit.  His  mother  and  sisters  flew  in  to  at- 
tend a  hearing  that  day.  Betty  describes  it  as 
a  "nightmare."  Kathryn  remembers  that 
when  she  took  the  stand,  she  looked  at 
Richard  and  burst  into  tears,  worrying  that 
she  was  betraying  him.  "That  was  worse 
than  losing  my  dad,"  she  recalls.  The  judge, 
unable  to  make  a  decision,  scheduled  an- 
other hearing — and  then  another. 

Between  the  second  and  third  hearings 
Richard  flew  to  Wisconsin,  demanding  to 
be  paid  for  his  company  shares  since  he  was 
going  broke.  He  walked  into  Quad's  Sussex 
factory,  an  offset  printing  plant.  Rather  than 


present  himself  at  the  front  desk,  Richard 
slipped  in  vii  a  side  door  with  two  small 
dogs,  demanding  to  speak  with  corporate 
counsel.  Security  guards  called  the  cops. 
That  day  Quad  wired  $269,000  to  Richard 
in  return  for  some  of  his  shares. 

But  because  he  was  at  the  factory, 
Richard  missed  his  third  hearing  and  was 
ordered  to  undergo  evaluation.  Instead  of 
showing  up  in  court,  he  fled  to  Canada  for 
ten  days.  On  his  return  to  New  York  he  was 
handcuffed  and  taken  to  Beth  Israel  Medical 
Center.  Cooped  up  in  a  ward  with  the 


J 


Happy  days:  Elizabeth  Quadracci  Harned,  Joel,  Harry  (with  Isabella 
Flores),  Berry,  Richard,  Raja  Flores,  Kathryn  Quadracci  Flores. 


homeless  and  indigent,  Richard  says  he  was 
misdiagnosed  and  forced  to  take  medica- 
tion that  didn't  help.  Adding  to  his  misfor- 
tune, Quad  and  its  executives  filed  a  defama- 
tion suit  against  him.  (The  lawsuit  is  sealed 
and  has  since  been  dropped.) 

Kathryn  visited.  "Richard  was  very 
angry  and  told  me  he  didn't  want  to  see  me 
again,"  she  says.  He  and  Bryan  Gore 
arranged  a  transfer  to  New  York  University 
Medical  Center,  where  he  was  released  after 
a  few  days.  He  took  down  his  Web  site,  went 
on  vacation,  then  began  seeing  a  new  doc- 
tor. Depressed,  he  planned  his  suicide.  The 
intervention  was  over.  "There  was  nothing 
else  we  could  do  after  that,"  says  Kathryn. 

Then  a  breakthrough.  In  April  2005 
Richard's  doctor  suspected  he  had  a  form 
of  schizophrenia  and  prescribed  Geodon, 
an  atypical  antipsychotic  that  Pfizer  released 
in  the  U.S.  in  2001.  "The  next  morning  I 
woke  up  from  a  nightmare,"  Richard  says.  "I 


felt  normal  for  the  first  time  in  seven  years.'' 
He  called  Joel  excitedly  with  the  news,  then 
phoned  his  mom  on  her  birthday,  crying.) 
"I  had  to  leave  a  message;  she  wasn't  there,' 
he  recalls.  "She  still  hasn't  erased  it.  She  lis- 
tens to  it  over  and  over." 

The  calls  kicked  off  a  slow  process  of 
reconciliation.  When  Richard  sent  Betty  an 
e-mail  at  6  a.m.  one  morning,  asking  if  she 
would  meet  with  his  psychiatrist  that  after- 
noon, she  got  on  a  plane.  Afterward  they 
went  over  to  Kathryn's  place;  the  three  ofi 
them  hadn't  been  together  since  the  painful 
day  in  court.  Richard  hugged  his 
mom  and  told  her,  "I'm  so  sorry; 
I  love  you  so  much."  They  talked 
for  three  hours.  "He  kept  saying, 
'You  saved  my  life,' "  recalls  Betty. 

Quad/Graphics  is  on  track, 
too.  Despite  overcapacity  and 
pricing  weakness  in  much  of  the 
industry,  sales  and  profits  are  ris 
ing  10%  a  year,  says  Joel.  Quad's 
shareholders  have  averaged  a  13% 
compound  annual  return  over  the 
last  five  years.  (Shares  are  valued 
annually  by  an  investment  bank- 
ing firm.) 

On  July  29,  the  third  anniver 
sary  of  Harry's  death,  Richard 
went  to  Wisconsin  and  met  some 
nieces  and  nephews  for  the  first  time.  He 
surprised  his  mom,  who  was  sitting  on  the 
lake  pier  when  he  arrived.  Off  they  went  to 
Joel's  house.  "This  is  a  great  family,"  says 
Betty,  tearfully.  "We've  struggled  through 
all  this  and  made  it  out  whole." 

Well,  almost.  Richard  now  believes  that 
his  father  was  schizophrenic  and  killed  him- 
self. "If  he  experienced  depression  like  I  did, 
then  I  completely  understand  why  he  didn't 
want  to  live,"  Richard  says.  He  points  out 
that  when  Harry  died,  he  was  found  with  a 
bottle  of  Seroquel,  approved  by  the  Food  & 
Drug  Administration  for  schizophrenia  but 
also  frequently  prescribed  for  depression 
and  anxiety.  The  other  Quadraccis  say  that 
Harry  had  been  depressed  after  a  massive 
plant  fire  at  Quad  killed  a  worker,  but  don't 
buy  the  suicide  theory.  The  death  certificate 
deems  the  death  an  accidental  drowning. 

"I've  got  my  brother  back,"  says  Eliza- 
beth. "That's  all  I  care  about."  F 
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Net  Game 

THE  NEW  OWNER  OF  THE  CLEVELAND  CAVALIERS  LIKES  TO  PLAY  ROUGH.  ESPECIALLY 
WHEN  IT  COMES  TO  THE  ONLINE  MORTGAGE  BUSINESS.  BY  MONTE  BURKE 


Daniel  Gilbert,  founder  and  chairman  of 
Quicken  Loans,  limps  into  his  cramped 
office  in  his  mortgage  company's  head- 
quarters in  Livonia,  Mich.  Just  a  few  days 
earlier  he'd  torn  the  anterior  cruciate  liga- 
ment in  his  right  knee  during  his  weekly 
pickup  basketball  game.  It's  a  sport  the  43- 
year-old  has  always  loved  but  never 
excelled  in  because  of  his  height  (he's 
5  foot  6).  That's  never  stopped  him  from 
trying — or  from  boasting  that  he  has  al- 
ready reached  the  pinnacle  of  the  sport.  In 
March  Gilbert  plunked  down  $375  million 
to  buy  the  NBA's  Cleveland  Cavaliers.  "Sta- 
tistically it's  harder  to  become  an  owner  of 
a  pro  sports  team  than  it  is  to  be  a  pro  ath- 
lete," he  says,  smiling  through  his  pain. 

Gilbert  likes  a  rough,  hands-on  game. 
Operating  in  a  highly  fragmented  busi- 
ness, he  has  turned  a  one-room,  hand- 
to-mouth  operation  into  an  online  mort- 
gage monster.  Last  year  Quicken  Loans 
became  the  largest  Internet  lender  in  the 
country,  surpassing  J. P.  Morgan  Chase 
and  Washington  Mutual  by  closing  $14 
billion  in  direct-to-consumer  loans,  a 
number  that,  Gilbert  claims,  will  grow 
20%  this  year.  Last  year  his  private  com- 
pany earned  north  of  $100  million  on 
revenue  of  $450  million.  We  estimate  that 
he  is  worth  just  shy  of  $1  billion. 
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"Everyone  used  to  have  to  sit  with 
someone  face-to-face  to  get  a  mortgage," 
says  Gilbert.  "Not  anymore." 

He  has  gotten  where  he  is  by  obsessing 
over  the  smallest  details — and  insisting  that 
his  3,100  employees  become  just  as  com- 
pulsive. This  is  a  business  where  slim  dis- 
tinctions separate  rivals.  Quicken  Loans 
draws  clients  from  its  Web  site,  other  online 
partners  and  real-estate  broker  referrals; 
like  branch-office  mortgage  lenders,  it 
packages  and  sells  off  to  pension  funds  and 
other  institutions  almost  all  the  loans  it 
makes.  Gilbert  is  ruthlessly  devoted  to  cus- 
tomer service  and  intolerant  of  mistakes. 
Employees  are  required  to  read  a  book  of 
corporate  commandments  that  are  also 
plastered  on  signs,  desks,  T  shirts,  coffee 
mugs  and  notepads  around  the  office. 

At  age  12  Gilbert  started  a  pizza  busi- 
ness in  Southfield,  a  few  miles  from  Livo- 
nia. He  bought  Chef  Boyardee  from  a  gro- 
cery store,  cooked  up  the  pizzas  in  his 
mom's  kitchen,  then  had  his  younger 
brother,  Gary,  and  his  friends  deliver  them 
on  their  bikes.  The  operation  was  shut 
down.  "Some  local  pizza  joint  must  have 
tipped  off  the  health  department,"  says 
Gilbert.  "It  was  my  first  exposure  to 
regulations." 

It  wouldn't  be  his  last.  In  1981,  while 


an  undergrad  at  Michigan  State  Univer- 
sity, Gilbert  ran  a  football  betting  ring  in- 
volving 30  students.  One  kid  who  couldn't 
cover  his  debts  panicked  and  called  his 
father,  who  alerted  the  authorities.  A  wired 
undercover  cop,  posing  as  the  kid's  dad, 
busted  the  ring.  "It  was  a  pretty  sophisti- 
cated operation,"  says  Jeffrey  Patzer,  who 
prosecuted  the  case,  "way  above  average 
for  what  I  knew  of  so-called  organized 
crime."  Gilbert  claims  no  money  changed 
hands.  The  charges  were  dropped  in  ex- 
change for  100  hours  of  community  ser- 
vice. Gilbert  says  he  learned  his  lesson. 

Sort  of.  While  in  law  school  at  Wayne 
State  University,  he  dabbled  a  bit  in  real  es- 
tate, posting  a  "For  Sale"  sign  in  the  front 
yard  of  his  parents'  house — which  was  not 
for  sale — then  showing  customers  other 
homes.  "You  learn  something  about  mort- 
gages doing  that,"  he  says.  Not  to  mention 
salesmanship. 

In  the  mid-1980s  Gilbert  realized  he 
could  make  a  lot  more  money  brokering 
the  loans  than  brokering  the  houses.  He 
called  his  firm  Rock  Financial  "because  it 
sounded  solid,"  he  says.  Rock  took  off.  By 
the  mid-1990s  it  had  offices  in  eight  states. 
Gilbert  looked  for  points  of  differentiation. 
One  program,  for  example,  allowed  clients 
to  become  approved  for  a  loan  before 
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searching  for  a  house  (at  the  time,  an  im- 
provement on  existing  ideas),  making  them 
more  credible  to  sellers;  another  allowed 
customers  to  fill  out  documents  in  their 
homes  rather  than  in  the  mortgage  office. 

Rock  Financial  went  public  in  May 
1998,  when  it  earned  $20  million  on 
revenue  of  $90  million,  and  raised  $30  mil- 
lion. "I  wanted  to  raise  our 
profile  and  see  what  would 
happen,"  says  Gilbert.  Eigh-  ffaMf*' 
teen  months  later  some- 
thing did.  Intuit,  known 
mostly  for  its  Quicken  tax 
software,  bought  the  mort- 
gage lender  in  late  1999  in 
a  stock-for-stock  transac- 
tion of  $532  million  and  re- 
named it  Quicken  Loans. 
Gilbert  collected  $320  mil- 
lion and  was  left  in  charge. 
Stephen  Bennett,  Intuit's 
chief  executive,  credits  the 
mortgage  operation  with 
carrying  Intuit  through  the 
technology  downturn  from 
2000  to  2002. 

By  February  2002  Gilbert  wanted  out. 
Intuit  threw  him  a  retirement  party,  and 
Bennett  flew  in  from  headquarters  in 
Mountain  View,  Calif.  "I  thought  that  was 
a  bit  strange,"  Gilbert  says.  During  the 
party  Bennett  took  him  aside  and  offered 
to  sell  Quicken  Loans  back  to  Gilbert,  who 
jumped  at  the  chance,  paying  $64  million 
(he  now  owns  62%). 

Gilbert  had  already  moved  his  opera- 
tion online  and  gotten  it  registered  in  all 
50  states,  but  was  still  working  out  the 
kinks; — a  tedious  task,  given  that  every  part 
of  the  country  has  its  own  way  of  doing 
business.  There  are  different  closing  cus- 
toms, appraisal  procedures  and  incarna- 
tions of  homeowners  insurance.  Attention 
to  details  matters. 

And  so  do  Gilbert's  morale  boosts. 
Employees  promoted  from  phone  opera- 
tors, the  lowest  rung  at  Quicken  Loans, 
have  their  headsets  bronzed  and  hung  in  a 
hallway.  Tickets  for  concerts  or  sporting 
events  handed  out  to  employees  are  an- 
nounced over  loudspeakers.  Winners  of  a 
contest  to  follow  the  corporate  command- 


ments get  weekend  vacations.  Gilbert's 
competitive  streak  is  always  in  evidence.  He 
once  challenged  an  employee  to  see  who 
could  be  the  first  to  bench-press  300 
pounds.  Gilbert  lost,  "but  a  week  later  I 
beat  him  by  benching  310." 

What  really  drives  him  nuts,  though,  is 
poor  customer  service.  Gilbert  hates 


Dan  Gilbert  once 
challenged  an 
employee  to  see 

who  could  be 
the  first  to 
bench-press 
300  pounds. 

doctors'  offices,  with  their  ratty  old  mag- 
azines and  receptionists  who  hide  behind 
glass  partitions.  "Only  11%  of  mortgage 
customers  say  they'd  recommend  their 
lender  to  a  friend,"  Gilbert  says,  which  is 
why  he  calls  the  mortgage  business  "the 
worst  in  the  world."  When  he  heard  that 
two  potential  Quicken  Loans  customers 
had  complained  about  not  getting  their 
phone  calls  returned,  Gilbert  sent  out  a 
scathing  companywide  e-mail.  "WE 


RETURN  PHONE  CALLS  TO  EVERYONEl 
EVERY  TIME,"  he  wrote. 

Such  brusqueness  has  sent  some  racing 
for  the  exit  sign.  "The  place  is  a  sweatshop," 
says  Ryan  Henry,  who  worked  in  Gilbert's 
tech  and  sales  departments  from  2001  to 
2003.  "They  monitored  every  aspect  of  our 
lives,  like  how  much  we  talked  on  the 
phone."  Henry  is  now  part 
of  a  collective  action  de- 
manding overtime  pay  from 
Quicken  Loans.  (Competi- 
tor Countrywide  was 
recently  slammed  with  a 
similar  suit  and  settled  out 
of  court.)  Gilbert  calls  the 
claim  "baseless." 

Gilbert  wants  to  make 
Quicken  Loans  the 
nation's  largest  retail 
home  lender  of  any  sort. 
"We  get  one  out  of  every 
200  loans  in  this  country," 
he  says.  And  if  the  housing 
market  explodes?  "They 
also  aren't  making  land 
anymore,"  says  Gilbert. 
"There  are  1.2  million  new  household 
formations  each  year,  all  of  whom  are 
potential  house  buyers." 

Such  bullheaded  drive  isn't  winning 
Gilbert  fans  in  the  basketball  arena. 
Shortly  after  he  bought  the  Cavaliers,  the 
team,  on  the  verge  of  making  the  playoffs 
for  the  first  time  in  seven  years,  went  1 1  ■ 
16  and  blew  its  chances.  Gilbert  was 
accused  of  sending  out  barrages  of 
e-mails  to  the  team's  management — a 
distinct,  if  unwritten,  no-no  in  all 
sports — and  of  passing  notes  during 
Cavaliers  games  to  the  popular  coach 
Paul  Silas,  whom  he  later  fired  weeks  after 
buying  the  team.  (Gilbert  denies  having 
sent  the  e-mails  or  passing  notes.)  He  also 
canned  the  general  manager  after  the  sea- 
son, bungled  an  attempt  to  bring  in  Larry 
Brown  from  the  Detroit  Pistons  and  set- 
ded  on  a  new  general  manager  only  a  few 
days  before  the  all-important  NBA  draft. 
"Can  Gilbert  be  that  stupid?"  asked  the 
New  York  Post. 

Stupider  still  would  be  counting  Dan 
Gilbert  out  of  any  game.  F 
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THE  HIGHEST  SCORE  IN  CLIENT  SATISFACTION 
AMONG  1 1  MAJOR  IT  CONSULTING  FIRMS. 


obal  Management  &  Technology  Consulting 


Much  like  Phil,  BearingPoint  works  hard  not  only  to  create,  but  also  implement 
winning  strategies.  Our  commitment  to  this  philosophy  is  what  sets  us  apart  from 
the  competition.  And  the  market  is  taking  notice.  BearingPoint  recently  received  the 
highest  score  in  client  satisfaction  among  1 1  major  IT  service  firms  providing 
consulting  and  implementation  services.  Forrester  Research,  a  leading  technology 
research  company,  published  the  score  in  their  annual  independent  survey,  "IT 
Services  Provider  Scorecard,"  July  2005.   Experience  BearingPoint.com. 


SPECIAL  ADVERTISING  SECTION 


Although  America's  health 
care  system  is,  in  many 
ways,  the  best  in  the  world,  it 
also  faces  significant  challenges. 
Chief  among  them  are  the  45  million 
Americans  without  any  health  insur- 
ance and  the  ever-rising  costs  of 
health  care. 

As  the  debate  continues  about 
what  solutions  will  make  a  difference, 
insurers  already  are  developing 
products  and  programs  that  reduce 
premium  costs  so  that  both  employers 
and  individuals  can  afford  adequate 
health  care  insurance  coverage. 

CONSUMER-DIRECTED 
HEALTH  CARE 

When  individuals  take  control  of 
their  health  care,  costs  go  down  and 
use  of  preventive  care  goes  up.  A 


•  Provide  disease-specific  coorc 
tion  of  education,  counseling,  pai 
self-care  and  physician  support 

•  Send  health  reminders  to  end 
age  preventive  care. 

BETTER  HEALTH  PLAN 
ADMINISTRATION 

Inefficiency  is  expensive,  so  t 
and  services  that  streamline  emp| 
ers'  health  plan  administration  rr 
significant  contributions  to  loi 
health  care  costs.  Aetna,  for  exarr 
offers  tools  and  services  that 
computers  and  the  Internet  to  ej 
tasks  associated  with  enrollment 
eligibility,  reporting,  regulatory  q 
pliance,  claims  and  more. 

Enabling  employees  to  man 
their  own  health  care  can  red 
costs  —  for  both  employers 


CURING  RISING  HEALTH 


INSURANCE  COSTS 


2004  study  by  health  insurance  provider 
Aetna,  Inc.,  found  that  members  of  its  con- 
sumer-directed health  plan  experienced 
significantly  lower-than-average  medical 
cost  increases  and  nearly  three  times  as 
much  use  of  preventive  care  services. 

These  plans  typically  include 
three  components: 

•  Health  savings  accounts,  which  are 
tax-advantaged  funds  in  individuals'  names 
to  which  both  employers  and  employees 
can  contribute,  and  which  allow  unused 
funds  to  be  rolled  over  for  future  use  as 
well  as  moved  from  job  to  job 

•  High-deductible  health  insurance  with 
lower  premiums  as  well  as  preventive 
care  services  that  are  not  charged  against 
the  deductible 

•  Access  to  health  information  resources 
and  tools  to  encourage  use  of  a  variety  of 


preventive  services. 

By  combining  high-deductible  plans 
with  health  savings  accounts  and  health 
information  resources,  individuals  can  get 
the  knowledge  they  need  to  stay  healthier, 
the  funds  they  need  to  pay  higher 
deductibles  when  a  health  issue  does  arise 
(thanks  to  their  health  savings  accounts) 
and  more-affordable  premiums. 

WELLNESS/DISEASE  MANAGEMENT 

As  individuals  learn  about  how  to  stay 
healthy  and/or  manage  chronic  illnesses, 
they  can  avoid  costly  complications  and 
improve  their  quality  of  life.  That's  why 
health  insurance  providers  increasingly 
offer  programs  that: 

•  Encourage  physical  fitness 

•  Help  with  weight  management 
and  nutrition 

•  Inform  about  alternative  care 


By  aimpublications  LLC 


health  care  providers.  This  is  be 
accomplished  with  online  self-sen 
tools  that  enable  employees  to 
answers  to  benefits  questions,  chec 
claims  status,  find  physicians,  get  dr 
delivered  to  them  and  find  wellness 
disease  prevention  information. 

MORE  INFORMATION,  BETTER 
HEALTH,  LOWER  COSTS 

"Ultimately,"  says  Robin  Downey,  h' 
of  product  development  for  Aetna,  "s 
cessful  health  care  consumerism  requ 
all  partners  in  the  health  care  experienci 
be  actively  and  consistently  involved,  am 
acknowledge  that  they  have  a  perse 
responsibility  in  achieving  optimal  he; 
care  outcomes."  And  it's  a  crucial  step  tow 
curing  rising  health  insurance  costs. 
For  more  information,  visit 
www.Aetna.com. 


The  Importance  of  Information 


There's  a  better 
way  to  make 
health  care  decisions. 

People  look  to  a  number  of  sources 
to  help  them  make  their  health  care 
choices.  Some  are  better  than  others. 
At  Aetna,  we  provide  our  members 
with  the  information  they  need  to 
make  better  decisions.  And  that  can 
help  make  your  workforce  healthier 
and  more  productive.  Make  a  smart 
decision  now  and  ask  your  broker 
about  Aetna  insurance  plans,  or  visit 
us  at  aetna.com. 


We  want  you  to  knov\r 


KAetna 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


©2005  Aetna  Inc.  Plans  are  offered  by  Aetna  Lite  Insurance  Company.  Health  insurance 
plans  contain  exclusions  and  limitations.  Policy  form  numbers  include  GR-29  and  GR-700-W. 
-200546 


We're  bringing  Customer  service  back  to  shipping.  With  people  who  understand  your  business.  People 
who  call  you  back.  People  who  help  you  out  when  you  have  a  problem.  Call  us  at  1-800-CALL  DHL. 
And  we'll  show  you  how  we're  changing  the  way  the  shipping  business  does  business. 


www.dhl.com 


For  the  third  consecutive  year  the  rich  got  richer.  In  this,  the  24th  annual  edition  of  The  Forbes  400,  the  collective  net  worth  of  the 
nation's  wealthiest  climbed  $125  billion,  to  $1.13  trillion.  All  but  26  people  on  our  roster  are  billionaires.  Surging  real  estate  and  oil 
prices  drove  up  several  fortunes  and  helped  pave  the  way  for  33  new  members  (and  9  retreads).  Gulf  Coast  oilman  Tracy  Krohn 
landed  on  the  list  after  taking  his  W&T  Offshore  drilling  operation  public  in  January.  Developers  Jorge  Perez  and  Steven  Roth  are  two 
of  the  six  real  estate  tycoons  added  to  the  list.  Another  newcomer:  James  Leprino,  who  built  a  $  1 .3  billion  fortune  supplying  cheese 
to  pizza  joints  Litde  Caesars  and  Papa  John's. 

The  year's  biggest  gainer  was  casino  mogul  Sheldon  Adelson,  whose  net  worth  jumped  $8.5  billion  on  a  big  bet  he's  making  on 
the  peninsula  of  Macau,  China.  Gambling  is  also  the  source  of  wealth  for  Ruth  Parasol  and  Russell  DeLeon,  a  husband-and-wife 
team  who  run  their  online  casino,  PartyGaming,  from 
Gibraltar. 

For  every  arrival,  there  is  an  exit.  Eight  members  of 
last  year's  list  died,  including  Wal-Mart  heir  John  Wal- 
ton, in  a  plane  crash  in  June.  He  is  replaced  by  his  wife, 
Christy.  Thirty-three  fortunes  simply  couldn't  keep 
pace  with  the  rising  minimum  needed  to  get  on  the  list, 
which  this  year  was  $900  million,  a  $150  million  jump 
from  2004.  Among  the  notables  on  whom  the  curtain 
descended:  DreamWorks  cofounder  Jeffrey  Katzenberg. 


Edited  by  Matthew  Miller  and  Peter  Newcomb 

Reported  by  Caroline  Bierbaum  and  Tiffany  Wilson  with  Stephane  Fitch 
and  Adam  Kemezis.  Additional  reporting  by  David  Armstrong, 
William  P.  Barrett,  Erika  Brown,  Monte  Burke,  Kerry  A.  Dolan, 
Jonathan  Fahey,  Christopher  Helman,  Peter  Lattman,  Rada  Leendets, 
Victoria  Murphy,  Charlotte  Pinkerton  and  David  Serchuk 
Art  Direction:  Charles  A.  Brucaliere 
Photo  Editor:  Gail  Toivanen 
Database:  Cleveland  Johnson  III 
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William  H.  Gates  III 

$51  billion 

Microsoft.  Medina,  Wash. 
49.  Married,  3  children 

Microsoft's  chief  visionary  moving  further  away  from  day-to-day  corporate 
work.  For  the  first  time  did  not  offer  a  strategy  oirtlook  at  this  year's  financial 
analyst  meeting.  Instead,  prefers  to  dive  into  innovative  projects,  foster  collab- 
oration among  Microsoft's  many  divisions.  Microsoft  aims  to  be  omnipotent, 
selling  software  for  PCs,  servers,  cell  phones,  television  set-top  boxes,  gaming 
consoles,  the  Web.  Fifteen  product  launches  slated  for  the  next  year  and  a  half, 
including  new  version  of  Windows,  called  Vista,  and  gaming  console  Xbox  360. 
At  the  ripe  (tech  sector)  age  of  30,  Gates'  company  impressively  beats  rivals  in 
profit  margins,  market  capitalization  and  R&D  budget,  but  its  sales  growth  is 
slowing  to  a  (recently)  single-digit  percentage  pace.  Like  elder  statesman  of 
computing,  IBM,  has  been  investing  heavily  in  its  own  stock  ($8  billion  worth 
so  far).  Diversifies  methodically,  selling  20  million  shares  every  quarter,  rein- 
vesting through  Cascade  Investment.  Big  stakes  in  Canadian  National  Railway, 
Republic  Services,  Berkshire  Hathaway.  Philanthropy,  via  $29  billion  Bill  & 
Melinda  Gates  Foundation,  aimed  at  fighting  infectious  disease  (hepatitis  B, 
AIDS,  malaria)  and  improving  high  schools. 
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Warren  Buffett 

$40  billion 

Berkshire  Hathaway.  Omaha. 
75.  Widowed,  3  children 

Revered  investor  taking  it  on  the  chin  over  Berkshire  Hathaway's  General  Re  insurance  unit;  SEC 
threatening  civil  fraud  suit  against  General  Re  Chief  Joseph  Brandon  over  questionable  transaction 
with  American  International  Group.  Also  getting  it  for  his  board  seat  at  Coca-Cola,  where  his 
"independence"  might  be  compromised  by  Berkshire's  ownership  of  Dairy  Queen,  which  buys  lots 
of  Coke  products.  Buffett:  "Do  they  want  us  to  favor  Pepsi?"  At  Berkshire  set  in  place  two  gover- 
nance reforms:  regular  meetings  of  directors  without  Buffett  present;  whistleblower  line  for 
employees.  Sitting  on  $43  billion  in  cash,  hoped  to  make  some  big  acquisitions  last  year,  "but  I 
struck  out."  Instead,  invested  in  foreign  currencies:  $21  billion  bet  against  the  dollar  and  in  favor 
of  various  other  currencies.  "In  no  way  does  our  thinking  about  currencies  rest  on  doubts  about 

America."  Newspaper  delivery  boy 
filed  first  1040  at  age  13;  claimed  $35 
deduction  for  bicycle.  Studied  under 
Benjamin  Graham  at  Columbia. 
Applied  value-investing  principles  to 
build  Berkshire  Hathaway.  Portfolio 
includes  utilities  (MidAmerican 
Energy  Holdings),  insurance  (Geico, 
General  Re),  apparel  (Fruit  of  the 
Loom),  flight  services  (FlightSafety, 
Netjets).  Also  chunks  of  American 
Express,  Coca-Cola,  Gillette,  Wells 
Fargo.  Instructs  managers  to  run  a 
business  as  if  it's  the  only  asset  the 
manager's  family  will  own  over  the 
next  100  years.  Prefers  his  investors  to 
buy  equities  only  after  careful  analysis. 
"If  they  insist  on  trying  to  time  their 
participation  in  equities,  they  should 
try  to  be  fearful  when  others  are  greedy 
and  greedy  only  when  others  are  fear- 
ful." Says  he  underestimated  the  sever- 
ity of  certain  stocks'  overvaluation 
during  the  tech  bubble.  "I  talked  when 
I  should  have  walked."  No  matter. 
Since  taking  control  of  Berkshire  40 
years  ago,  has  delivered  compound 
annual  return  of  22%.  "No  wonder  we 
tap-dance  to  work." 
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■SAS  software  gives  you  the  power  to  know  more  about  your  customers,  suppliers,  markets,  financ 
and  overall  performance.  With  4  million  users  at  more  than  40,000  locations  around  the  globe,  S 
offers  the  most  widely  used  and  well  supported  business  intelligence  and  analytics  software  on  t 
market.  Find  out  why  94%  of  the  FORTUNE  Global  500  rely  on  SAS  to  not  only  make  decisions,  bi 
make  the  right  ones... taking  them  Beyond  BI. 


www.sas.com/profit 


The  Power  to  Know, 
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3 Paul  Allen 
$22.5  billion 
Microsoft,  investments.  Seattle. 
52.  Single 
Microsoft  cofounder,  "wired  world"  proponent  lately  finding  more  promise  in  pipes  delivering  oil 
instead  of  information.  Bought  energy  outfit  Plains  Resources  for  $460  million,  controlling  stake  in 
Plains  All  American  Pipeline,  operator  of  15,000  miles  of  oil  pipelines.  Through  Vulcan  Energy  unit, 
paid  $250  million  for  natural  gas  storage  business  from  Sempra  Energy.  Hasn't  given  up  entirely  on 
the  future.  Still  maintains  dozens  of  investments  in  media  (Charter  Communications),  technology 
(set-top  box  manufacturer  Digeo),  biotech.  Ten-year-old  investment  in  wannabe  Hollywood  studio 
DreamWorks  finally  showing  some  returns  after  company  took  its  animation  unit  public  but  planned 
secondary  offering  of  mostly  Allen  shares  postponed  for  now.  Good  times  elsewhere  in  sports  (owns 
pro  football's  Seattle  Seahawks,  basketball's  Pordand  Trail  Blazers),  space  (funded  SpaceShipOne,  first 
to  launch  private  flight  into  suborbital  space),  the  open  seas  (413-foot  yacht  Octopus  armed  with  2 
helicopters  and  a  60-foot  submarine).  His  Paul  G.  Allen  Family  Foundation  has  donated  heavily  to 
education,  art  and  science  causes.  Joined  buddy  Bill  Gates  in  1975,  left  the  company  in  1983  to  fight 
Hodgkin's  disease.  Has  been  slowly  selling  off  Microsoft  stake  ever  since. 
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Feel  free  to  take  risks. 


:  and  security.  At  first  glance  these  two  things  do  not 
:ogether.  Either  you  take  risks.  Or  you  go  for  security, 
ertheless,  they  can  perfectly  coexist.  As  an  entrepreneur 
have  to  take  risks.  It's  necessary  for  growth.  However, 
needs  to  be  controllable'and  that's  where  Atradius 
help,  letting  you  concentrate  on  closing  the  deal. 


With  over  75  years  of  experience  in  creditmanagement 
worldwide,  Atradius  is  among  the  world's  largest  credit 
insurance  companies.  Atradius  enables  trade  by  offering 
a  broad  range  of  services  from  credit  insurance  and 
credit  information  to  bonding  and  debt  collections,  helping 
to  balance  risk  and  security.  So  feel  free  to  take  risks. 


w.atradius.com 


•ir  atradius 


managing  risk,  enabling  trade 


FORBES  400 


THE  TOP  TEN 


4 Michael  Dell 
$18  billion 
Dell.  Austin,  Tex. 
40.  Married,  4  children 
Founder,  former  chief  executive  of  world's  largest  PC  maker  feeling  tremors  at  the 
top.  Second-quarter  revenue  up  15%  to  $13.5  billion,  still  missed  analyst  expectations. 
Stock  sank  13%,  biggest  dip  in  almost  4  years.  Soft-spoken  Texan  started  selling 
computers  from  University  of  Texas  dorm  room  1984;  dropped  out  to  start  Dell 
Computer.  Went  public  in  1988,  grew  fast  with  direct-sales  model,  kept  R&D  costs 
low.  Ironfisted  chief  info  officer  Randall  Mott  led  charge  to  trim  spending;  swiped 
by  rival  HP  in  July.  Steady  seller  of  Dell  stock,  pumps  cash  into  private  investment 
firm  MSD  Capital.  Assets  include  377-room  Four  Seasons  Resort  Maui  in  Wailea, 
Hawaii;  stakes  in  IHOP,  Northwestern,  Indiana  restaurant  chain  Steak  n  Shake. 
Devoted  Republican  sits  on  U.S.  President's  Council  of  Advisors  on  Science  &  Tech- 
nology. Wife,  Susan,  created  fashion  label  Phi,  sells  through  Neiman  Marcus. 
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Lawrence  Ellison 

$17  billion 

Oracle.  Silicon  Valley,  Calif.  ■ 

61.  Thrice  divorced,  remarried;  2  children 

Brash  software  executive  holds  Darwinian  view  of  his  industry,  helieves  that  fewer  companies  peddling  soft- 
ware will  be  better  for  business.  In  the  past  year  made  9  acquisitions  totaling  some  $17  billion,  including  a 
pending  $5.9  billion  for  Siebel  Systems,  $10.6  billion  for  PeopleSoft.  "I  don't  think  you'll  see  another  major 
acquisition  anytime  soon."  Already  strong  in  database  management  software,  the  newly  combined  compa- 
nies will  make  Oracle  the  dominant  player  in  customer  relationship  management  applications.  Addition  of 
boutique  software  shops  I-flex  and  ProfitLogic  will  move  Oracle  into  retail  and  banking.  For  now  expanded 
Oracle  looking  stronger:  sales  up  16%  this  year.  But  so-called  project  Fusion,  blending  Oracle's  database  tech- 
nology with  PeopleSoft 's  business  wares,  not  expected  until  2008.  Chicago  native  cofounded  database  soft- 
ware firm  in  1977,  took  public  in  1986,  a  day  before  Microsoft.  Maintained  rabid  rivalry  ever  since.  Also  com- 
petitive on  the  high  seas:  BMW  Oracle  Racing  team  aiming  to  win  America's  Cup  in  2007.  Recently  purchased 
a  dozen  residential  and  commercial  properties  in  Malibu,  Calif.  Might  have  to  rethink  furnishing  plans  in 
light  of  pending  $100  million  charitable  gift  on  behalf  of  Oracle  to  settle  insider  trading  suit. 


/ 
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I  save  my  company  hard-earned  dollars  by  managing  expenses. 
I  save  more  by  enforcing  the  use  of  preferred  vendors. 
I  save  time  by  consolidating  payments  on  the  Card. 

I  save  in  ways  I  never  expected. 


Save  in  more  ways  and  take  greater  control  of  company  spending. 
The  American  Express5  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 

CALL  877-AXP-2892  OR  VISIT  CORRAMERICANEXPRESS.COM/MIDSIZE 


©2005  American  Express  Company.  Terms,  conditions  and  restrictions  apply. 
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Helen  R.  Walton 

$15.4  billion 

Wal-Mart.  Bentonville,  Ark. 
86.  Widowed,  4  children 

S.  Robson  Walton 

$15.6  billion 

Wal-Mart.  Bentonville,  Ark. 
61.  Divorced,  3  children 

Jim  C.  Walton 

$15.7  billion 

Wal-Mart.  Bentonville,  Ark. 
57.  Married,  4  children 

Alice  L.  Walton 

$15.5  billion. 

Wal-Mart.  Fort  Worth,  Tex. 
56.  Twice  divorced 

Christy  Walton  &  family 

$15.7  billion 

Wal-Mart.  Jackson,  Wyo. 
Circa  50.  Widowed,  1  child 

Widow,  3  children  and  daughter-in-law  of  Wal-Mart  founder  Sam  Walton  mourning  loss  of  middle  son,  John,  who  died  when  his  ultra- 
light aircraft  crashed  in  late  June.  Vietnam  vet  was  director  of  company,  focused  on  improving  education  system,  helped  more  than 
67,000  children  attend  private  schools  through  Children's  Scholarship  Fund.  Wal-Mart  stake  believed  to  be  inherited  by  wife,  Christy, 
and  son,  Luke.  Fortune  created  by  Sam  Walton  (d.  1992),  J.C.  Penney  clerk  who  opened  first  discount  store  in  Rogers,  Ark.  1962.  Took 
Wal-Mart  public  1970.  Spectacular  growth  since,  but  stock  down  15%  this  year  on  shrinking  profits.  Wal-Mart  still  world's  largest 
retailer:  mere  than  5,100  stores  serving  138  million  customers  per  week.  Sales:  $285  billion.  Family  controls  40%  of  Wal-Mart.  Rob 
serves  as  chairman;  other  siblings  not  active  in  company.  Philanthropic  giving  through  the  Walton  Family  Foundation. 


NEW 


Helen  R.  Walton 


Jim  C.  Walton 


Alice  L.  Walton 


Christy  Walton 
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at's  the  effect  of  Societe  Generale  financial  services. 


)sing  an  expert  bank  means  opening  the  way  to  success.  Driven  by  its  professionalism,  Societe  Generale  now 
i  workforce  of  93,000  in  80  countries  and  has  become  steadily  stronger  in  its  three  key  fields,  offering  its  customers 
more  means  to  increase  their  performance.  With  more  than  1 7  million  customers'11  in  retail  banking,  326  billion 
3(1)  managed  by  global  investment  management  and  services  and  a  confirmed  worldwide  leadership  in  corporate 
nvestment  banking  (euro  capital  markets,  derivatives  and  structured  finance),  Societe  Generale  has  become  a 
:hoice  partner  for  its  customers  around  the  world.  If  you  too,  have  a  taste  for  growth,  you  will  soon  see  what 
Societe  Generale  red  and  black  effect"  can  do  for  you.  (1)  at  31/03/05.  www.socgen.com 

§  Generate  is  authorised  by  Banque  de  France  and  the  Financial  Services  Authority,  and  is  regulated  by  the  Financial  Services  Authority  for  conduct  of  UK 
ss.  In  the  United  States,  certain  securities,  underwriting,  trading,  brokerage  and  advisory  activities  are  conducted  by  Societe  Generale  Group's  wholly-owned 
iaries  SG  Americas  Securities,  LLC,  and  SG  Cowen  &  Co.,  LLC,  both  registered  broker-dealers  and  members  of  NYSE,  NASD  and  SIPC 


« 


SG 

SG 

SG 

Mi 

SG 

PAYMENT  SERVICES 


ASSET  MANAGEMENT 


PRIVATE  BANKING 


GLOBAL  SECURITIES 
SERVICES  FOR  INVESTORS 


CORPORATE  & 
INVESTMENT  BANKING 


Red, 
black 
and 
rising. 


GROUP 
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HUGE  FORTUNES  WERE  BUILT  ON  THE  PROCESSING  OF  ONES  AND 
ZEROES.  THESE  PEOPLE  ARE  ESPECIALLY  STRONG  IN  THE  LATTER: 
IT  TAKES  8  OR  9  ZEROES  TO  DESCRIBE  THEIR  WEALTH. 


Steven  Ballmer 

$14  billion 

Microsoft.  Redmond,  Wash. 
49.  Married,  3  children 
"Some  people  may  think  we're  standing  still, 
but  we're  not,"  Microsoft's  chief  cheerleader 
says  when  asked  to  explain  the  company's 
recent  doldrums.  Revenue  growth  only  9% 
this  year,  first  time  ever  in  the  single  digits. 
Microsoft  stock,  once-unstoppable  market 
climber,  flat  for  several  years  now.  But  Red- 
mond's rabble-rouser  emboldened  by  Xbox 
and  cell  phones.  Detroit  native  dropped  out 
of  Stanford  M.B.A.  program  to  join  former 
Harvard  classmate  Gates  in  1980.  Microsoft 
employee  number  30,  chief  exec  since  2000. 


Sergey  Brin 

$11  billion 

Google.  Palo  Alto,  Calif. 
32.  Single 

Larry  Page 

$11  billion 

Google.  San  Francisco,  Calif. 
32.  Single 

Billionaire  founders  inspiration  behind 


quirky,  smarty-pants  culture  of  Google. 
Since  taking  company  public  August  2004, 
the  partners'  meteoric  rise  in  wealth  out- 
paces the  rate  set  by  Bill  Gates  and  Paul 
Allen.  Even  their  affable  ad-cum-search- 
engine  begins  to  trump  Microsoft  as  it 
spreads  tentacles  into  shop  bots  and  Hog- 
ging and  digital  libraries  and  satellite  map- 
ping. Recent  $4  billion  secondary  offering 
(exact  number  of  shares  tied  to  the  infinite 
numerical  string  in  pi)  fuels  rumors  of  pos- 
sible acquisitions:  TiVo,  Chinese  search  en- 
gine, Internet  telephony.  Russian  immigrant 
Brin  met  Page  at  Stanford  grad  school; 
dropped  out,  launched  Google  from  friend's 
garage  1998.  Moved  to  bigger  digs,  hired  sea- 
soned tech  exec  Eric  Schmidt  (see)  to  run 
company.  Brin  serves  as  president  of  tech- 
nology, Page  heads  product  division.  The 
digital  duo  together  already  have  sold  more 
than  $1  billion  in  stock. 


Jeffrey  Bezos 

$4.8  billion 

Amazon.  Seattle. 

41.  Married,  3  children 

Texas  rancher  turned  computer  ace  waltzed 

through  Princeton,  hedge  funds  on  Wall 


Street  before  30th  birthday.  Left  New  York 
with  wife  to  sell  books  on  the  Internet  from 
Seattle  garage.  Named  company  Amazon  be- 
cause of  river's  never-ending  tributaries. 
Books  remain  big  business,  but  world's 
biggest  virtual  mall  sells  toys,  T  shirts, 
blenders  and  boom  boxes.  Sales:  $7  billion. 
Still  fond  of  the  frontier:  ranch  in  Texas 
serves  as  headquarters  for  pet  project  Blue 
Origin,  commercial  space-travel  venture. 


Gordon  Moore 

$4.6  billion 
Intel.  Woodside,  Calif. 
76.  Married,  2  children 
Studied  chemistry  at  UC,  Berkeley,  Ph.D. 
from  Caltech.  One  of  the  "Gang  of  Eight" 
that  cofounded  Fairchild  Semiconductor  in 
1957.  With  partner  Robert  Noyce  founded 
chipmaker  Intel  1968.  Introduced  first 
microprocessor  1971.  First  year  sales:  $3,000. 
Today  the  world's  largest  producer  of  com- 
puter chips,  more  than  $30  billion  in  rev- 
enue. CEO  from  1975  to  1998;  coined 
Moore's  Law,  predicting  chip  power  would 
double  every  12  (later  revised  to  24)  months. 
Intel  chairman  emeritus  donated  half  his 
stake  to  Moore  Foundation. 
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James  Goodnight 

$4.1  billion 

SAS  Institute.  Cary,  N.C. 

62.  Married,  3  children 


John  Sail 

$2  billion 

SAS  Institute.  Cary,  N.C. 
56.  Married,  4  children 
Partners  met  at  North  Carolina  State;  co- 
founded  software  giant  SAS  Institute  after 
graduating.  Developed  business  intelligence 
programs  and  platforms.  Clients  include  U.S. 
Department  of  Defense,  Air  France,  phar- 
maceutical and  financial  services  companies. 
SAS  is  world's  largest  privately  held  software 
manufacturer.  Sales:  $1.5  billion.  Despite 
persistent  rumors,  no  plans  to  go  public. 


Eric  Schmidt 

$4  billion 

Google.  Atherton,  Calif. 
50.  Married,  2  children 
Electrical  engineering  degree  from  Prince- 
ton, Ph.D.  from  UC,  Berkeley,  began  career 
in  software  at  Bell  Labs  and  Xerox  PARC. 
Began  at  pre-IPO  Sun  Microsystems  in  1983, 
rising  to  chief  technology  officer;  led  devel- 
opment of  its  Java  technology.  Briefly  ran 
flailing  software  outfit  Novell,  but  found  per- 
fect match  in  2001  when  Google  founders 
Larry  Page  and  Sergey  Brin  (see  both)  ap- 
pointed him  chief  executive.  Introduced  new 
services  (Gmail,  Google  Talk),  taking  on 
Microsoft  with  desktop  search  function. 


Steve  Jobs 

$3.3  billion 

Apple  Computer,  Pixar.  Palo  Alto,  Calif. 
50.  Married,  4  children 
Apple  icon  rides  high  on  iPod;  stock  up 
130%  in  a  year.  But  music  business  grum- 
bles that  Apple  sells  lots  of  iPods — 21  mil- 
lion at  last  count — but  not  much  music. 
Now  mobile  phone  carriers  take  aim  at 
Apple,  planning  their  own  MP3  services, 
but  Jobs  trumps  them  with  new  iTunes- 
branded  Motorola  phone.  Business  equally 
rosy  in  Hollywood.  Movies  by  animation 
powerhouse  Pixar  (Toy  Story,  Finding 


Nemo,  The  Incredibles)  grossed  $3.2  billion 
at  worldwide  box  office.  Underwent 
surgery  for  pancreatic  cancer  August  2004; 
back  at  work  after  a  month. 


David  Filo 

$3  billion 

Yahoo.  Sunnyvale,  Calif. 


39.  Married 


Jerry  Yang 

$2.5  billion 

Yahoo.  Sunnyvale,  Calif. 
36.  Married,  1  child 

Battle  of  the  search  engines  continues.  After 
dropping  Google  last  year,  Yahoo  revamped 
its  own  engine;  now  claims  to  scour  more 


than  20  billion  Web  pages,  images.  Co- 
founders  met  at  Stanford.  As  grad  students] 
turned  Internet  search  engine  project  into 
popular  Web  portal.  Went  public  1996. 
Strong  revenue  growth  pushing  stock  to  pre- 
Internet-bubble  prices:  shares  up  760%  since 
alltime  low  in  September  2001.  Yang: 
Taiwanese  immigrant,  arrived  California  at 
age  10.  Filo:  directs  technical  end  of  opera- 
tions. Pair  remain  company's  public  faces;, 
business  run  by  former  Warner  Bros,  boss 
Terry  Semel. 


Craig  McCaw 

$2.1  billion 

McCaw  Cellular.  Seattle. 

56.  Married,  3  children 


Broadcom  founder  HENRY  NICHOLAS  left  his  company  for  more  face  time  with  the  family. 
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i 


POWER 
TO  KNOW 

how  to  cultivate  brand  loyalty  through  quality  customer  relationships. 

A  pioneer  on  the  Internet,  1 -800-FLOWERS.COM  is  now  a  leading  multichannel  retailer  with  more  than 
15  million  customers.  Brand  loyalty  -  rooted  in  personal,  one-to-one  customer  relationships  -  has  helped  the 
company  flourish.  And  that's  where  SAS  comes  in.  With  SAS  business  intelligence  and  analytics  software, 
1 -800-FLOWERS.COM  can  quickly  understand  customer  behaviors,  target  products  and  offers,  and 
predict  results  that  strengthen  its  overall  CRM  strategy.  The  result?  A  15  percent  increase  in  customer 
retention.  To  learn  more  about  1 -800-FLOWERS.COM  and  other  SAS  success  stories  that  go  Beyond  BIT 
call  1  866  680  71 20  or  visit  our  Web  site.  , 


www.sas.com/flourish 


Qsas 
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Bruce  McCaw 

$925  million 
McCaw  Cellular.  Seattle. 
58.  Married,  2  children 


John  McCaw  Jr. 

$900  million 
McCaw  Cellular.  Seattle 
54.  Married,  4  children 
Brothers.  Father,  John  Elroy  McCaw,  started 
in  cable  business.  Craig  took  over  at  19  after 
father's  death,  built  into  early  cell  phone 
giant  McCaw  Cellular,  sold  to  AT&T  in  1993 
for  $11.5  billion.  Much  of  proceeds  rein- 
vested in  Nextel  and  satellite  network,  wiped 
out  in  telecom  crash.  Craig  remains  big  com- 
munications investor.  Hopes  to  score  in 
large-area  wireless  broadband  via  nascent 
Clearwire.  Other  brothers  less  active.  John: 
part-owner  of  pro  hockey's  Vancouver 
Canucks.  Bruce:  collects  vintage  aircraft. 

Henry  Nicholas  III 

$2  billion 

Broadcom.  Laguna  Hills,  Calif. 
46.  Married,  3  children 


Henry  Samueli 

$1.8  billion 

Broadcom.  Newport  Beach,  Calif. 
51.  Married,  3  children 
The  two  Henrys  met  at  TRW.  Started  de- 
signing high-speed  telecom  chips  from 
Nicholas'  spare  bedroom.  Took  public  as 
Broadcom  1998.  Nicholas:  brawny  CEO  quit 
unexpectedly  in  2003  to  spend  time  with 
family.  Supports  education,  performing  arts, 
humanities,  science  through  the  Nicholas 
Foundation.  Samueli:  Broadcom  chairman, 
chief  of  technology.  UCLA  grad  funded 
school's  new  Henry  Samueli  School  of  En- 
gineering &  Applied  Sciences. 


Irwin  Jacobs 

$1.7  billion 
Qualcomm.  La  Jolla,  Calif. 
71.  Married,  4  children 
Computer  engineering  professor  at  UC,  San 
Diego  founded  cell  phone  giant  Qualcomm 
1985.  Patented  code  division  multiple  access 
technology  (CDMA),  now  second-most- 
used  wireless  protocol.  Recendy  sued  Broad- 
com for  patent  infringement.  Company  do- 


nates small  portion  pretax  profits  to  San 
Diego  causes.  Son,  Paul,  took  over  as  chief 
executive  this  year;  Irwin  still  chairman. 


Walter  Scott  Jr. 

$1.6  billion 

Construction,  telecom.  Omaha. 
74.  Widowed,  remarried;  6  children 
Nebraska  native,  civil  engineering  degree 
from  Colorado  State.  Joined  Kiewit  con- 
struction firm  where  his  father  worked;  rose 
under  mentor  Peter  Kiewit  and  took  over 
after  Kiewit's  death  1979.  Expanded  into  tele- 
com, cable,  energy.  Childhood  friend  of  War- 
ren Buffett,  member  of  Berkshire  Hathaway 
board,  but  most  of  wealth  tied  up  in  Mid 
American  Energy  Corp.  With  wife,  Suzanne, 
funded  Scott  Atrium  &  Education  Center  at 
U.  of  Nebraska  Medical  Center. 


Google  guys  LARRY  PAGE  and  SERGEY  BRIN  make  other  tech  firms  look  like  Yahoos. 


Ming  Hsieh 

$1.6  billion 

MIBBB  Cogent  Systems.  Los  Angeles. 
IIEW'A"  49.  Married,  2  children 
USC  grad  worked  as  researcher  at  Interna- 
tional Rectifier;  founded  AMAZ  Technology 
1987.  Then  Cogent  1990:  provider  of  auto- 
mated fingerprint-identification  systems,  in- 
cluding MobilelDENT.  Customers:  Depart- 
ment of  Homeland  Security,  Federal  Bureau 
of  Prisons,  FBI. 
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You've  always  understood  what  it  takes  to  get  your 
Company  tO  the  top,  and  it's  not  an  elevator. 


Thatthejoy  of  outperforming  your  competition 

rises  from  the  challenge  of  outdoing  yourself. 

That  the  best  way  to  make  your  company  stand  out  is  by 
never  holding  anything  back. 

You've  always  had  an  acute  sense  of  what  it 
takes  to  move  your  company  forward. 


Which  is  the  reason  you  trust  a  bank  that 

thinks  in  the  same  direction. 


When  it  comes  to  leading  your  company,  you  know  that  the  top  of  the 
heap  is  never  arrived  at  via  the  middle  of  the  road.  Fortunately,  that 
goes  for  choosing  a  bank,  too.  That's  why  more  and  more  decision 
makers  like  you  are  deciding  on  KeyBank  for  the  industry  knowledge, 
insight  and  innovative  thinking  needed  to  help  your  companies  move 
in  the  right  direction.  Which,  in  your  case,  would  be  forward. 

Achieve  anything.  

Call  1-800-KEY6070,  or  visit  Key.com/corporate 

KeyBank 


All  loans  subject  to  credit  approval.  Key.com  is  a  federally  registered  trademark 
of  KeyCorp. 

©2005  KeyCorp 
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Min  Kao 

$1.4  billion 
Navigation  equipment. 

Olathe,  Kans. 

56.  Married,  2  children 

Gary  Burrell 

$940  million 

Navigation  equipment.  Olathe,  Kans. 
68.  Married,  3  children 
Partners  founded  Garmin  in  1989  to  make 
digital  navigation  products  and  communi- 
cations devices  for  boats,  planes,  hikers.  Kao: 
donated  $17.5  million  to  alma  mater,  U.  of 
Tennessee.  Burrell:  retired  as  cochairman 
2004,  now  chairman  emeritus.  New  ad  cam- 
paign features  basketball  star  Yao  Ming. 


James  Kim  &  family 

$1.3  billion 

Microchips.  Bryn  Mawr,  Pa. 
69.  Married,  3  children 
Son  of  H.S.  Kim,  owner  of  Korean  chip- 
maker  Anam  Semiconductor.  Immigrated  to 
U.S.  1955.  Created  Amkor  Technologies  1968 
as  U.S.  sales  arm  for  father's  chip  business. 
Took  public  30  years  later.  Second  fortune 
in  gaming.  Wife,  Agnes,  started  Electronics 
Boutique  retail  chain  1977;  sold  in  April  to 
GameStop  for  $1.4  billion. 


Richard  Egan 

$1.3  billion 

EMC  Corp.  Hopkinton,  Mass. 
69.  Married,  5  children 
Boston  native,  Marine  helicopter  chief  in  Ko- 
rean War.  Cofounded  EMC  1979.  Went  pub- 
lic 1986,  grew  rapidly  in  1990s  after  move  into 
high-end  data  storage  systems.  Sold  most  of 
his  shares  during  tech  boom.  Former  U.S. 
ambassador  to  Ireland,  big  GOP  supporter. 


Thomas  Siebel 

$1.3  billion 

Siebel  Systems.  San  Mateo,  Calif. 
52.  Married,  4  children 
Software  maker  endures  stagnant  growth. 
New  chief  executive  arrived;  lasted  less  than 
a  year.  Tried  to  appease  angry  shareholders 
in  June  with  $13.5  million  dividend;  vowed 
to  cut  more  costs  to  improve  margins.  What 
to  do?  Sell  to  former  boss  Larry  Ellison.  This 
month  agreed  to  merge  with  Oracle  for  $5.8 
billion;  now  dominant  player  in  customer 
relationship  management  software.  Per- 
sonal foundation  tackles  methamphetamine 
addiction  in  Montana. 


Ted  Waitt 

$1.3  billion 

Gateway.  San  Diego. 
42.  Married,  4  children 
College  dropout  started  Gateway  in  1985. 
Became  country's  second-largest  direct  mar- 
keter of  PCs;  orders  shipped  in  Holstein- 
spotted  boxes.  Inroads  by  Dell,  Compaq 
forced  major  job  cuts,  store  closures.  Bought 
PC  maker  Emachines  last  year.  Resigned  in 
May  to  pursue  philanthropy.  The  Waitt  In- 
stitutes focus  on  violence  prevention,  science. 


K.  Ram  Shriram 

$1.3  billion 
Angel  investor. 

[MiaiMB  Mountain  View,  Calif. 
IIEW'A"  49.  Married,  2  children 
Schooled  in  Madras,  India;  created  shop  bot 
Junglee.  Sold  to  Amazon  in  1998.  Later 
backed  tech  outfits  Yodlee,  24/7  Customer, 
Plaxo,  Zazzle.com.  Bubble  era  taught  him  to 
adapt:  "Living  in  a  world  where  everything  is 
changing  constandy,  you  learn  to  change.' 
Views  self  as  "Sherpa"  investor  rather  than 
angel  because  it  makes  him  feel  more  like  a 
guide  than  a  checkbook.  Early  investor, 
board  member  of  Google.  Sold  $400  million 
in  Google  stock  at  offering,  still  owns  3.4 
million  shares  worth  $960  million. 


John  Morgridge 

$1.2  billion 

Cisco  Systems.  Portola  Valley,  Calif. 
72.  Married,  3  children 
Former  Honeywell  exec  became  Cisco  chief  in 
1988.  Took  it  public  in  1990,  stepped  down  in 
1995  as  stock  turned  into  Internet  bellwether; 
briefly  was  world's  most  valuable  company. 
Recendy  made  $30  million  gift  to  renovate  a  U. 
of  Wisconsin  education  building. 


Scott  Cook 

$1.1  billion 

Intuit.  Woodside,  Calif. 

53.  Married,  3  children 

Former  P8cG  product  manager  created 

Quicken  checkbook-balancing  software  early 

in  PC  era.  Founded  Intuit  with  partner  Tom 
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LU.C  Tourbillon.  The  creation  of  a  tourbillon 
is  still  the  exclusive  domain  of  very  few  watch 
companies.  In  this  extremely  select  circle,  the 
Chopard  Manufacture  has  broken  new  ground 
by  creating  the  variable  inertia  balance  -  a 
world  premiere.  Visible  through  an  aperture 
in  the  dial,  the  tourbillon  carriage  is.  held  by 
a  bridge  in  a  rectangular  layout.  This  shape 
is  also  depicted  on  the  crown,  recalling  the 
historic  insignia  that  adorned  the  workshop  of 
Louis-Ulysse  Chopard,.the  founder  of  the  brand. 

The  power  reserve  indicator  displays  an  autonomy 
of  9  days,  guaranteed  by  four  spring  barrels 
(patented  Ouattro®  technology). The  masterpiece 
of  the  Chopard  collection,  the  LU.C  Ouattro 
Tourbillon  bears  the  "Poincon  de  Geneve" 
hallmark  and  is  chronometer-certified. 


LU.C 


Manufacture  de  Haute  Horlocerie 
Louis-Ulysse  Chopard 


jgjjbf>    LU.C  Ouattro  Tourbillon:  available  in  two  limited, 
numbered  series  of  100: 18  ct  rose  gold  (ref.  16/1869)  and 
%<r;-.i^ '950  platinum  (ref.  16/91869). 


ills  ■  South  Coast  Plaza  ■  Las  Vegas  ■  Aspen  ■  Old  San  Juan 
jre  information,  please  call  800-CHOPARD  www.chopard.com 


Time,  incomparably 
crafted 
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Don't  have  one?  With  iPod  sales  booming, 
Apple's  STEVE  JOBS  is  one  happy  CEO. 


Proulx;  public  1993.  Followed  with  Turbo- 
Tax,  Standard  Payroll,  QuickBooks.  Since 
1998  Intuit  Tax  Freedom  Project  donated  free 
tax  preparation  to  11  million  low- income 
people.  Avid  cyclist  dreams  of  developing 
automated,  instantaneous  tax  programs. 


David  Duffield 

$1.1  billion 

PeopleSoft.  Incline  Village,  Nev. 
65.  Divorced,  remarried;  9  children 
In  January  software  firm  he  founded  finally 
succumbed  to  takeover  by  Larry  Ellison's 
Oracle  in  $10  billion  deal.  Cornell  graduate 
hints  at  possible  return  to  enterprise  soft- 
ware market.  Set  up  $10  million  fund  for  ex- 
PeopleSoft  employees  unable  to  find  jobs. 


Robert  Galvin 

$1.1  billion 
Motorola.  Marshfield,  Wis. 
83.  Married,  4  children 
Father  founded  radio  equipment  maker 
Galvin  Manufacturing  1928.  Renamed  Mo- 
torola 1947.  Introduced  car  radios,  5-pound 


"Handie-Talkie"  for  WWII.  Robert  started 
in  stockroom  1940,  CEO  1959.  Focused  on 
chips  and  wireless  in  1970s.  Early  cell  phone 
debuted  in  1983.  Became  key  supplier  for  au- 
tomobiles, portable  electronics,  industrial 
equipment.  Son  Chris  took  reins  in  1997. 
Rode  tech  run-up,  subsequent  crash;  stepped 
down  when  stock  cratered  in  2003.  New 
chief,  Edward  Zander,  now  in  charge,  stock 
up  60%  since  then. 


William  Morean 

$1  billion 

Jabil  Circuit.  Sr.  Petersburg,  Via. 
50.  Divorced,  remarried;  4  children 
Dad  started  computer  parts  company  in  fam- 
ily's Detroit  garage  in  1966.  Son  William  stud- 
ied aviation  at  Western  Michigan  U.  Brief  stint 
as  bush  pilot  in  Alaska  before  buying  5 1  % 
stake  for  $100,000.  Took  Jabil  Circuit  public 
1993.  Jabil  now  has  40,000  employees  in  19 
countries.  Sales:  $6  billion.  Ceded  day-to-day 
control  in  2000;  still  serves  as  chairman. 


Todd  Wagner 

$1  billion 

Broadcast.com.  Dallas. 
45.  Single 

With  fellow  Indiana  U.  alum  Mark  Cuban 
(see)  created  Internet  outfit  Broadcast.com 
1995;  sold  to  Yahoo  for  $5.7  billion. 
Branched  into  Hollywood:  owns  stakes  in 
2929  Entertainment,  Lions  Gate,  Magnolia 
Pictures,  Rysher  Entertainment,  Landmark 
Theaters  and  high-definition  network 
HDNet.  Former  lawyer  supports  afterschool 
programs  for  inner-city  children. 


Charles  Simonyi 

$1  billion 

Microsoft.  Medina,  Wash. 
57.  Single 

Budapest  native  came  to  U.S.  at  age  18, 
earned  bachelor's  at  UC,  Berkeley,  computer 
science  Ph.D.  at  Stanford.  Joined  Microsoft 
in  1981,  became  chief  architect  of  Word, 
Excel  applications.  Left  2002,  splits  time  be- 
tween Budapest,  Seattle;  working  on  new 
venture,  Intentional  Software.  Charitable 
giving  via  Charles  Simonyi  Fund  for  Arts  & 


Sciences  (Institute  for  Advanced  Study,  Seat- 
tle Symphony).  "The  year  was  spent  on  in- 
vestments in  the  future,  be  it  philanthropy 
or  programming."  Occasional  tabloid  talk 
predicts  marriage  to  pal  Martha  Stewart. 


Steve  Case 

$900  million 

AOL.  McLean,  Va. 
47.  Divorced,  remarried;  5  children 
Former  Pizza  Hut  store  manager  served  the 
masses  online  with  AOL.  Now  pushes  vaca- 
tion homes  for  upper  class  via  Exclusive  Re- 
sorts. Invested  $500  million  in  April  in  health 
and  wellness  concerns.  AOL  founder  made 
biggest  bet  in  tech  boom,  merging  with  staid 
Time  Warner.  Ensuing  debacle  prompted 
resignation  as  chairman  2003,  but  he  is  still 
on  board.  Other  investments  include  real  es- 
tate, pineapple  farming  in  his  native  Hawaii. 


Mary  Anselmo 

$900  million 

PanAmSat.  Greenwich,  Conn. 
76.  Widowed,  3  children 
Husband,  Reynold  (Rene),  cofounded  na- 
tion's first  private  satellite  communications 
firm,  PanAmSat,  1984.  First  customer:  CNN. 
Died  2  days  before  1995  public  offering. 
Pending  $3.2  billion  sale  to  IntelSat  sent 
shares  rocketing  43%  since  March. 


Microsoft  alum  CHARLES  SIMONYI  is 

exporting  his  programming  skills  to  Budapest. 
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Don't  be  limited  by  Wi-Fi  hotspots. 

Enjoy  the  freedom  of  Verizon  Wireless  BroadbandAccess,  the 

nation's  largest  fastest  wide-area  wireless  broadband  network. 

Vi-Fi  only  works  in  limited  locations,  while  BroadbandAccess  works  coast  to  coast  in  over  60  metropolitan  areas,  covering  over 
40  million  Americans.  And  unlike  Wi-Fi,  BroadbandAccess  has  wide-area  coverage  and  secure  CDMA  technology,  so  you 
lave  the  freedom  to  work  where  it's  convenient  for  you.  Connect  to  the  Internet,  company  intranet,  or  email  and  download 
critical  information  and  access  business  applications  at  average  speeds  between  400-700  kbps.  Now  you  can  work  when  you 
vant,  in  more  places  nationwide.  And  if  you're  travelling  internationally,  we  now  have  a  global  data  card. 


earned 
Mh 


o 


ucent  Technologies 


Call  our  business  reps  at  1.800.VZW.4BIZ  or  go  to  verizonwireless.com. 

Our  Surcharges  (incl.  2.18%  Federal  Universal  Service  (varies  quarterly),  5c  Regulatory/line/mo.,  &  others  by  area) 
are  not  taxes  (details:  1  -888-684-1 888):  gov't  taxes  and  our  surcharges  could  add  6%-33%  to  your  bill.  Activation 
fee:  $20/2  yrs.  IMPORTANT  CONSUMER  INFORMATION:  Subject  to  Customer  Agreement.  Calling  Plan  &  credit 
approval.  $1 75  termination  fee,  other  charges  &  restrictions.  Requires  compatible  PC  card  or  phone  (purchased 
separately).  Offers,  coverage  &  service  not  available  everywhere.  Speed  claim  based  on  our  network  tests  with 
5MB  FTP  data  files,  without  compression.  Actual  speeds  and  coverage  vary.  Coverage  limitations  &  maps  at 
verizonwireless.com.  Limited  time  offer. 


VGriTOn  wireless 

We  never  stop  working  for  you? 


IBM  BUSINESS  CONSULTING 


F  O  R  B  E  S     4  0  0  INNOVATION 


Nice  posture:  Surgeon  GARY  MICHELSON  got  Medtronic  to  settle  for  $1  billion-plus  over  his  spinal-implant  technology. 


Pierre  Omidyar 

$10.2  billion 
Ebay.  Henderson,  Nev.;  Paris. 
38.  Matried,  2  children 
French  emigre  and  programmer  started 
online  auction  site  in  1995,  allowed  con- 
sumers to  buy  and  sell  everything  from 
Alaskan  acreage  to  vintage  haute  couture. 
Knew  idea  was  a  hit  when  traffic  zoomed 


within  first  few  weeks.  Recent  10th  an- 
niversary gala  punctuated  by  first-quarter- 
record  $1  billion  sales.  But  Ebay  stock  lately 
on  bumpy  ride:  criticized  for  increasing 
vendor  fees,  inadequate  policing  of  bogus 
bids;  shares  sank  40%.  Jumped  20%  when 
second-quarter  sales  topped  expectations. 
With  Meg  Whitman  (see)  running  Ebay 
day-to-day,  concentrates  on  venture  capi- 
tal, philanthropy.  Omidyar  Network  makes 


grants,  donations  to  myriad  nonprofit 
for-profit  businesses. 

Robert  Rich  Sr. 

$2.5  billion 

Nondairy  creamer.  Palm  Beach,  I 
92.  Widowed,  remarried;  3  childrei 
Learned  family  dairy  business;  i 
administrator  WWII.  Inspiration  C 


us  compan/ s  soy-based  topping  stayed 
lble  even  after  being  frozen.  First  to 
the  homespun  miracle  of  whipped 
in  a  can.  Introduced  Coffee  Rich 
r  1961.  Faced  lawsuits  in  40  states  ac- 
the  company  of  imitation;  vindicated 
1  by  proving  product  superiority.  Di- 
d  into  frozen  breads,  cookies,  cakes, 
bert  Jr.  runs  day-to-day  operations,  al- 
oking  for  more  acquisitions:  "We're  a 


family  business  that  wants  to  become  part  of 
a  larger  family."  Bought  Battistoni  sausage 
company,  Rolling  Pin  doughnut  shops. 


Michael  Milken 

$2  billion 

Investments.  Los  Angeles. 

59.  Married,  3  children 

Financial  genius  joined  Drexel  Burnham 


Lambert  in  1969;  fueled  1980s  leveraged- 
buyout  boom  with  high-yield  junk  bonds 
($650  billion  now  in  circulation).  Made 
borrowing  easier  for  small  firms  and 
Forbes  400  financiers  like  Carl  Icahn, 
Ronald  Perelman  and  Henry  Kravis.  Salary, 
bonus  $550  million  in  1986  alone.  Whar- 
ton M.B.A.  ratted  out  by  arbitrager  Ivan 
Boesky;  pleaded  guilty  to  6  counts  of  se- 
curities fraud  1990.  Paid  $900  million  set- 
tlement to  government,  litigators,  credi- 
tors; served  22  months  in  prison.  Prostate 
cancer  survivor  immersed  in  cancer  re- 
search: since  1993  raised  $250  million  for 
Prostate  Cancer  Foundation;  speeds  drugs 
to  trial,  encourages  innovative  research. 
Also  created  FasterCures/The  Center  for 
Accelerating  Medical  Solutions,  Washing- 
ton, D.C.  think  tank.  Big  backer  of  educa- 
tion: $25,000  checks  to  100  stellar  teachers 
and  principals  every  year.  Owns  stake  in 
Knowledge  Universe:  day  care  centers,  pri- 
vate schools,  educational  toys. 


John  Sperling 

$1.9  billion 

Apollo  Group.  Phoenix. 

84.  Twice  divorced,  1  child 

Peter  Sperling 

$1.6  billion 
Apollo  Group.  Phoenix. 
45.  Married,  2  children 
Father-and-son  team  were  right:  college  is 
wasted  on  the  young.  After  bosses  at  San 
Jose  State  University  turned  down  proposal, 
John  risked  creation  of  for-profit  Univer- 
sity of  Phoenix  1976.  Today  nation's  largest 
private  university  system  allows  working 
adults  to  complete  bachelor's,  master's  de- 
grees in  classroom  or  online.  Went  public 
as  Apollo  Group  in  1994.  Currently  240  lo- 
cations with  more  than  19,000  instructors. 
John  resigned  as  chairman  last  year;  Peter 
serves  as  Apollo  senior  vice  president. 


James  Jannard 

$1.5  billion 

Oakley.  San  Juan  Islands,  Wash. 
56.  Divorced,  remarried;  7  children 
Secretive  sunglassmaker  got  start  selling 
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Innovation 


SOMETIMES  ALL  YOU  NEED  IS  ONE  GOOD  IDEA  TO  GET  FILTHY  RICH.  HERE 
ARE  NINE  TRAILBLAZERS  WHOSE  FORTUNES  WERE  BORN  OF 
NOVELTY  OR  AN  INSPIRED  TWIST  ON  THE  OLD,  LIKE  NONDAIRY  CREAMER. 


In  Pez  we  trust:  Ebay  founder 
Pierre  Omidyar.  now  bidding  on 
philanthropic  pursuits. 

Innovations  rankings  start  INSIDE  ► 
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THE 

OTHER 

u  i  ncn 

IBM 

IBM  BUSINESS  CONSULTING 


With  over  70,000  business  experts  worldwide,  IBM  has  the  answers.  Our  deep  expertise  in  On  Demand 
Business  can  help  create  the  process  and  product  innovation  that  delivers  lasting  business  value. 

We  also  provide  unique  capabilities  like  IBM  Component  Business  Modeling  Services'"  and  the  IBM 
Center  for  Business  Optimization™  Focused  on  developing  customized  solutions  and  strategies,  they  can 
help  provide  sources  of  growth  far  more  dependable  than  rote  extensions  of  products  and  services. 

Most  importantly,  IBM  has  the  resources  to  design,  execute  and  manage  those  solutions  -  whatever  their 
scope  or  scale  -  while  remaining  accountable  for  results. 

We've  already  helped  both  Virgin  Entertainment  and  HSBC  improve  agility  and  discover  new  ways  to 
innovate  by  each  becoming  an  On  Demand  Business.  What  could  we  do  for  you?  Learn  more  about  what 
makes  us  different.  Visit  ibm.com/innovation 


IBM,  the  IBM  logo.  On  Demand  Business,  the  IBM  Center  for  Business  Optimization  and  IBM  Component  Business  Modeling  Services 
are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries. 
Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©2005  IBM  Corporation.  All  rights  reserved. 
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ABLE  MONEY  MANAGERS  ARE  STILL  IN  BIG  DEMAND.  THEY  CHARGE 
ENORMOUS  FEES  AND  TAKE  A  BIG  PIECE  OF  THE  PROFITS.  BUT  GIVEN 
THEIR  REMARKABLE  TRACK  RECORDS,  WHO  CAN  BEGRUDGE  THEM? 


George  Soros 


$7.2  billion 

Hedge  funds.  New  York  City. 
75.  Divorced,  remarried;  5  children 
Famed  financier  failed  in  crusade  to  defeat 
President  Bush  last  year  after  donating  more 
than  $25  million  to  anti-Busii  groups 
MoveOn.org  and  America  Coming 
Together.  Hungarian-born,  fled  Nazis, 
attended  London  School  of  Economics. 
Founded  Quantum  Fund  1969.  Currency 
speculator  made  $1  billion  "breaking" 
British  pound  in  1992.  Closed  Quantum  in 
2000;  now  managing  $8.3  billion  (assets) 
Quantum  Endowment  Fund. 

Edward  Johnson  III 

$6.5  billion 
Fidelity.  Boston. 
75.  Married,  3  children 
With  family  controls  Fidelity  Investments, 
nation's  largest  mutual  fund  company,  with 
$1.1  trillion  under  management.  Father,  Ed- 
ward II,  acquired  FMR  1946;  phenomenal 


stock  picker:  "The  market  is  like  a  beautiful 
woman — always  fascinating,  always  mysti- 
fying." Ned  joined  firm  as  an  analyst  1957. 
Manager  of  flagship  Magellan  Fund  1965, 
then  president  1972.  Master  marketer  cre- 
ated mutual  funds  for  wide  range  of  invest- 
ment strategies.  Not  involved  in  day-to-day 
money  management  today  but  still  questions 
fund  managers  about  stock  picks.  Renowned 
for  frugality,  reduced  ownership  for  estate 
planning  1 995;  family  still  holds  49%  stake. 
Daughter  Abigail  (see)  serves  as  Employer 
Services  division  chief. 

Charles  Johnson 

$3.7  billion 

Franklin  Resources.  San  Mateo,  Calif. 
72.  Married,  6  children 


Rupert  Johnson 

$3.1  billion 

Franklin  Resources.  San  Mateo,  Calif. 
64.  Married. 

Half  brothers  run  Franklin  Resources, 
mutual  fund  company  started  by  Rupert  Sr. 


in  1947.  Charles:  Yale  grad,  former  Arraj 
lieutenant,  serves  as  chairman.  Ruperi 
Washington  &  Lee  grad,  former  marine,  via 
chairman.  Charles'  son  Gregory  sits  as  prej 
ident  and  CEO.  Today  more  than  $425  bil 
lion  assets  under  management  with  offia 
in  29  countries  and  more  than  1 00  invest 
ment  products. 

Edward  Lampert 

$3.5  billion 

Investments.  Greenwich,  Conn. 
43.  Married,  3  children 
Hard-nosed  chairman  of  ESL  Investment 
merged  Kmart  with  Sears,  Roebuck  in  No 
vember,  capping  one  of  the  greatest  corpc 
rate  comebacks  in  history.  ESL  Sears  stak< 
worth  $8.8  billion,  roughly  60%  of  firm's  ai 
sets  under  management.  Missed  sales  est 
mates  last  quarter;  booted  CEO,  becarn 
chief  marketer  and  merchandiser.  Lawyer 
son  inspired  by  grandmother,  devote 
viewer  of  Wall  Street  Week;  spent  spare  tirr 
in  high  school  reading  corporate  reports,  f 

nancial  textbooks.  Skull  &  Bones  member ; 

 J 
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Buying  Toys  "R"  Us  was  not  child's  play  for  barbarian  HENRY  KRAVIS. 


Yale;  landed  job  at  Goldman  Sachs,  men- 
tored  by  Robert  Rubin.  Founded  own  firm 
in  1988,  annual  returns  averaging  29%. 
Snagged  early  investment  from  Richard 
Rainwater:  "Eddie  is  the  single  best  invest- 
ing mind  in  the  world  today."  Other  Forbes 
400  clients:  Michael  Dell,  David  Geffen, 
Tisch  family,  Ziff  brothers. 


James  Simons 

$2.7  billion 

Hedge  funds.  East  Setauket,  N.  Y. 
67.  Divorced,  remarried;  3  children 
Degree  from  MIT;  taught  at  Harvard. 
Worked  as  code  breaker  for  Department  of 
Defense  during  Vietnam.  Founded  Renais- 


sance Technologies  hedge  fund  firm  1982. 
Flagship  Medallion  fund  averaging  34%  an- 
nual returns  since  1988.  Most  expensive  fees 
in  the  business:  44%  of  profits,  5%  of  assets. 
Hires  Ph.D.s  instead  of  M.B.A.s;  employees 
use  computer  modeling  to  find  market 
inefficiencies.  Launching  fund  for 
institutional  investors  that  could  handle 
$100  billion.  Chairs  Math  for  America; 
group  donated  $25  million  last  year  to  train 
180  New  York  City  math  teachers. 


Henry  Kravis 

$2.5  billion 

Leveraged  buyouts.  New  York  City. 
61.  Twice  divorced,  remarried;  2  children 


George  Roberts 

$2.5  billion 

Leveraged  buyouts.  San  Francisco. 
61.  Married,  3  children 
First  cousins  partnered  with  fellow  Bear 
Stearns  mentor  Jerome  Kohlberg  (see)  to] 
form  leveraged  buyout  firm  Kohlberg  Kravis 
Roberts  1976.  Used  junk  bonds  to  buy 
underperforming  companies,  reworked  bal- 
ance sheets,  sold  for  profit.  Kohlberg  exited 
in  1987.  "Barbarians  at  the  gate"  best  known 
for  $25  billion  RJR  Nabisco  buyout  1989. 
Other  high-profile  deals:  Safeway,  Primedia, 
Duracell.  In  July  bought  Toys  "R"  Us  for 
$6.6  billion  with  Bain  Capital  and  Steven 
Roth's  (see)  Vornado  Realty;  acquired  Sun- 
Gard  Data  Systems  for  $10.6  billion  with 
Blackstone  Group.  Kravis:  gregarious  New 
York  socialite,  big  donor  to  Metropolitan 
Museum;  wife,  Marie-Josee,  a  director  of 
poverty-fighting  Robin  Hood  Foundation. 
Roberts:  soft-spoken,  spends  after-work 
hours  on  the  driving  range  at  Stanford. 

Stephen  A.  Schwarzman 

$2.5  billion 

Investments.  New  York  City. 
58.  Divorced,  remarried;  2  children 
Son  of  dry-goods-store  owner  studied  at  Yale 
with  President  George  W.  Bush;  founded  bal- 
let society  to  meet  girls.  Harvard  M.B.A., 
then  managing  director  at  Lehman  1 978  at 
age  3 1 .  Cofounded  buyout  firm  Blackstone 
Group  1985  with  $400,000,  with  partner 
Peter  G.  Peterson.  Today  4  buyout  funds  own 
87  companies  with  $110  billion  enterprise 
value.  Led  bankruptcy  restructurings  of 
Enron  and  Global  Crossing.  Last  year 
appointed  chair  of  Kennedy  Center  in 
Washington,  DC,  immediately  donated  $  10 
million.  Splits  time  between  $30  million 
Manhattan  duplex,  estates  in  the  Hamptons, 
Palm' Beach. 


Bruce  Kovner 

$2.5  billion 

Hedge  funds.  New  York  City. 

60.  Divorced,  3  children 

Dropped  out  of  Harvard  Ph.D.  program 

after  fit  of  writer's  block.  Used  $3,000 
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Times  change,  but  the  strength  of  our 
promise  remains  the  same. 


If  there  were  a  store  in  your  town  called  "Peace  of  Mind,"  would  you  pay  it  a  visit? 
Across  America  in  towns  big  and  small,  there  is  such  a  place:  New  York  Life.  It  starts 
with  our  values  -  financial  strength,  integrity  and  humanity  -  and  continues  with  our 
agents.  So  look  for  us  in  your  town.  You  may  already  know  our  people.  And  we  are 
confident  that  peace  of  mind  is  why  New  York  Life  is  The  Company  You  Keep* 
To  contact  a  New  York  Life  agent,  call  888-963-7946  or  go  to  newyorldife.com/promise 
<t>  2005  NEW  YORK  LIFE  INSURANCE  COMPANY,  51  MADISON  AVENUE,  NEW  YORK.  NY  10010 


FORBES     400        MONEY  MEN 


MasterCard  line  to  trade  soybeans  at  age  31. 
Made  $40,000,  didn't  hedge;  lost  $23,000 
hours  later.  Founded  hedge  fund  group  Cax- 
ton  Associates  1983.  Today  $1 1  billion  under 
management.  Juilliard  chairman,  opera  en- 
thusiast owns  Steinway  grand  piano,  plays 
every  night  at  midnight:  "A  great  piece  of 
music  can  take  you  to  a  place  that  is  pretty 
powerful  and  positive."  Devout  Republican 
chairs  American  Enterprise  Institute  think 
tank,  funds  Manhattan  Institute,  New  York 
Sun  newspaper. 


Steven  Cohen 

$2.5  billion 

Hedge  funds.  Greenwich,  Conn. 
49.  Divorced,  remarried;  7  children 
Wharton  grad  started  trading  options  at 
Gruntal  &  Co.  1978;  made  $8,000  profit  on 
first  day.  Founded  hedge  fund  SAC  Capital 
with  $20  million  1992.  Today  manages 
more  than  $6  billion  in  assets;  average 
annual  return  of  40%.  Firm's  40-odd  port- 
folios believed  to  account  for  as  much  as  3% 
of  NYSE's  daily  volume.  Highly  secretive 
investor  commands  one  of  the  highest  per- 
formance fees  in  the  business:  50%  of  the 
profits  if  certain  benchmarks  met.  Avid  art 
enthusiast  has  spent  more  than  $300  mil- 
lion since  2000  building  collection:  Warhol, 
Pollock,  Degas.  On  boards  of  Robin  Hood 
Foundation,  Michael  J.  Fox  Foundation. 


John  Calamos 

$2.1  billion 

Mutual  funds.  Napcrville,  III. 
65.  Divorced,  2  children 
Son  of  Greek  immigrants  swept  floors  at 
family's  Chicago  grocery  store.  Developed 
passion  for  stock  market  in  teens  after  in- 
vesting parents'  $5,000  nest  egg.  Joined  Air 
Force  after  earning  M.B.A  in  1965;  served 
year  in  Vietnam.  Became  stockbroker,  spe- 
cialist in  convertible  securities.  Founded 
Calamos  Asset  Management  1977.  Took 
public  last  October,  stock  up  46%  since.  Risk 
averse:  "We  don't  get  caught  up  in  just  a 
good  idea  that's  not  priced  properly  in  the 
market."  Assets  under  management  up 
750%  in  past  5  years,  to  $41  billion.  Nephew 
Nicholas  serves  as  co-investment  chief. 


Charles  H.  Brandes 

$2  billion 

Money  management. 
I^l^f.yj  San  Diego,  Calif. 
WlWi  62.  2  children 
Benjamin  Graham  disciple  founded  invest- 
ment firm  in  1974.  After  careful  analysis  in- 
vested in  high-intrinsic-value  companies  at 
low  stock  price;  waited  for  market  to  adjust. 
Today  Brandes  Investment  Partners  manages 
$95  billion.  Author  of  Value  Investing  Today. 
Serves  on  boards  of  Salk  Institute  for  Bio- 
logical Studies,  Whittier  Institute  for  Diabetic 
Research. 


Paul  Tudor  Jones 

$2  billion 

Hedge  funds.  Greenwich,  Conn. 
51.  Married,  4  children 
Traded  cotton  after  studying  economics  at 
U.  of  Virginia.  Started  Tudor  Investment 
1985.  Early  success  predicting  1987  market 
crash;  turned  prescient  short  positions  into 
201%  gain.  Never  a  down  year;  worst  per- 
formance in  2000,  when  offshore  Tudor  BVI 
Global  Portfolio  fund  delivered  1 1.6%.  Said 
to  charge  23%  of  profits  and  4%  of  assets. 
Now  focusing  on  Asia:  last  year  created  Aus- 
tralian affiliate,  opened  Singapore  trading 


Financier  STEPHEN  SCHWARZMAN's  Blackstone  controls  87  companies  worth  $110  billion. 
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/  see  it  in  every 

Marsh  office  I  visit: 

our  colleagues 
deliver  great 
solutions  because 
we  list-en,  analyze, 
and  aAAress  the 
challenges  cur 
clients  -Pace. 

our  clients  expect  us 
to  explore  new 
avenues  an  A  cone  up 
with  innovative  thinking. 
AnA  iA/e  Ao — A  ay  in 
anA  Aay  out. 

That's  why  I'm  prcuA 
to  be  with  Harsh. 


William  Malloy, 
President,  Marsh 


■■■ 


■■■  ■  ■■ 


■■  ■ 


■  ■■ 


■■  ■ 


■■  ■ 


lients  deserve  more  than  a  one-size-fits-all 


>M«iTliia'AW 


stomized  risk  and  insurance  sol 


aft  solutions  based  on  an  in-depth  understanding  of  our  clients'  needs.  And  that  comes  from  open  communications  and 
solid  business  relationship  built  on  trust.  For  more  than  130  years.  Marsh  has  delivered  solutions  that  have  made  our 
ients  successful.  As  the  world  of  risk  grows  in  scope  and  complexity,  Marsh  will  be  there  helping  our  clients.  Marsh 
—and  will  continue  to  be— ;the  world's  #1  risk  specialist. 


AMK  Marsh  &  McLennan  Companies    Marsh  is  the  risk  and  insurance  unit  at  Maish  &  McLennan  Companies,  wwwjnjrsh.c 


The  world's  #1  risk  specialist 
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office.  Avid  pheasant  hunter,  bass  fisherman 
owns  property  around  the  world,  including 
getaways  in  Florida  Keys  and  Zimbabwe. 
Founder  New  York  City's  Robin  Hood 
Foundation. 


Herb  Allen 

$2  billion 

Investment  banking.  New  York  City. 
65.  Twice  divorced,  4  children 
Scion  of  investment  boutique  Allen  &  Co. 
always  keeps  a  quiet  profile,  but  continues 
to  rack  up  loud  returns:  more  than  40%  a 
year  since  mid-1980s.  Forges  lucrative 
relationships  with  media  honchos  by  hosting 
annual  retreat  in  Sun  Valley,  Idaho. 


H.  Wayne  Huizenga 

$2  billion 

Investments.  Fort  Lauderdale. 
67.  Divorced,  remarried;  4  children 
Bought  used  garbage  truck  in  1962  after 
dropping  out  of  college,  transformed  small 
trash  hauling  operation  into  waste  manage- 
ment behemoth  WMX.  Bought  19-store 


video  rental  chain  Blockbuster  1987; 
expanded,  sold  to  Viacom  for  $8.4  billion 
7  years  later.  Owns  big  stake  Auto-Nation, 
pro  football's  Miami  Dolphins. 


Fayez  Sarof  im 

$1.8  billion 

Money  management.  Houston. 
76.  Twice  divorced,  5  children 
Egyptian-born  "Sphinx"  endures  as  prime 
repository  of  Texas  oil  money.  Also  manages 
blue-chip  stock  funds  for  Dreyfus,  but  assets 
under  management  ($40  billion)  in  decline 
as  performance  fails  to  keep  pace  with  S&P 
500.  Son  Chris  being  groomed  to  take  over, 
or  maybe  sell  the  company.  Other  offspring 
regulars  in  Houston's  social  and  arts  scene. 


Stanley  Druckenmiller 

$1.8  billion 

Hedge  funds.  Pittsburgh;  New  York  City. 
53.  Married,  3  children 
Stock  analyst  for  Pittsburgh  National  Bank 
after  dropping  out  of  economics  Ph.D.  pro- 
gram at  U.  of  Michigan.  Started  Duquesne 
Capital  Management  1981.  Left  to  work  for 
George  Soros  1988;  believed  to  have  kept 
30%  of  mentor's  incentive  fee.  Parted  in 
2000  after  sustaining  massive  tech  sector 
losses.  Returned  to  Duquesne  Capital  to  run 
No  Margin  Fund:  $3.5  billion  equities  port- 
folio with  big  positions  in  banking,  energy. 


Tom  Gores 

$1.7  billion 

Leveraged  buyouts.  Beverly  Hills,  Calif. 
41.  Married,  3  children 
Israeli  immigrant  spent  his  20s  learning  buy- 
out business  alongside  older  brother  Alec 
(see)  at  Gores  Technology  Group.  Split  in 
1995  to  form  Platinum  Equity:  conglomer- 
ate manages  2 1  companies  with  $8  billion  in 
sales.  Recent  acquisitions:  General  Electric's 
IT  Solutions;  American  Racing  Equipment. 


Dirk  Ziff 

$1.5  billion 

Inheritance,  hedge  funds.  New  York  City. 
41.  Married,  2  children 


Miami  Dolphins  owner  WAYNE  HUIZENGA 
watches  fewer  videos,  more  football. 


Robert  Ziff 

$1.5  billion 

Inheritance,  hedge  funds.  Nav  York  City. 
39.  Married,  2  children 

Daniel  Ziff 

$1.5  billion 

Inheritance,  hedge  funds.  New  York  City. 
33.  Single 

Brothers.  Father,  William  Ziff  Jr.,  built  Ziff- 
Davis  publishing  empire  (PC  Magazine,  Car 
&  Driver,  Boating),  sold  for  $1.4  billion  in 
1994,  retired  to  Florida.  Siblings  reinvest 
proceeds  via  Ziff  Brothers  Investments: 
hedge  funds,  corporate  debt,  equities,  small 
stake  in  DreamWorks  SKG.  Och-Ziff  Capi- 
tal Management  Group  manages  $10.7  bil- 
lion in  assets. 
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[The  world  consumes  two  barrels 
of  oil  for  every  barrel  discovered. 


So  is  this  something  you  should  be  worried  about? 


The  fact  is  the  world  has  been  finding  less 
T^ln  it 's  been  using  for  twenty  years  now. 
N    o  v  ha  demand  been  soaring,  but  the  o,l 
wJve  been  finding  is  coming  from  places  that 
are  tough  to  reach.  At  the  same  time,  more  of 
t^newly  discovered  oil  is  of  t  e  type  that 
reauires  a  greater  investment  to  retine  mi 
Suse  demand  for  this  precious ,  resour  e 
will  arow,  according  to  some,  by  over  4C >  a>  dY 
2025  fueling  the  world's  growing  economic 
prosperity  wiM  take  a  lot  more  energy  from 
every  possible  source. 
The  energy  industry  needs  to  get .more >  from 
exfsting  fields  while  continuing  to  searehfor 
new  reserves.  Automakers  must  continue  to 
Srove  fue.  efficiency  and  perfect  j ,  nd 
chicles  Technological  improvements  are 


°f  cars  ,  Ufflb6^ 
lnCreas-  ^  50% 


■R  

I 
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Chevron  Steps  Taken: 


Thinking  to  the  future: 

-  Committing  over  $100  million 
every  year  on  renewable  energies, 
alternative  fuels  and  improving 
efficiency 

Finding  even  more  energy  today: 

-  In  2004,  achieved  exploration 
record  78%  higher  than  10-year 
industry  average 

-  Using  steamflooding  to  extract 
heavy  oil  that  was  previously 
unrecoverable  -  more  than  1.3 
billion  barrels  from  one  field  alone 

Chevron 


FORBES    400       MONEY  MEN 


Kenneth  Griffin 

$1.5  billion 
Hedge  funds.  Chicago. 
36.  Divorced,  remarried 
Started  small  investment  portfolio  from  Har- 
vard dorm  room  as  freshman  in  1986  after 
reading  article  on  Home  Shopping  Network 
in  FORBES;  managed  $1  million  by  senior 
year.  Started  Citadel  Investment  Group  with 
$1  million  investment  from  trader  Frank 
Meyer  1990.  Today  manages  $12  billion  in 
assets.  Stiff  fees:  20%  of  profits,  all  corporate 
expenses  paid  by  investors. 


Michael  Price 

$1.3  billion 

Investments.  Far  Hills,  NJ. 
53.  Divorced,  remarried;  4  children 
Prickly  money  manager  sold  Heine  Securi- 
ties to  Franklin  Resources  for  $670  million 
and  5-year  employment  contract  in  1996. 
Now  manages  private  firm,  MFP  Investors: 
$1.6  billion  under  management,  much  of  it 
his  own  money.  Reputation  for  painstaking 


analysis,  shaking  up  management.  Disputes 
Forbes  400  estimate:  "You  guys  make  things 
up  about  people  every  year,  so  you  can  keep 
making  things  up  about  me." 


Thomas  H.  Lee 

$1.3  billion 

Leveraged  buyouts.  New  York  City. 
61.  Divorced,  remarried;  4  children 
Good-natured  buyout  titan  having  golden 
year.  With  Edgar  Bronfman  Jr.  took  Warner 
Music  public  in  May.  Followed  up  by  flip- 
ping commodities  outfit  Refco  in  August. 
Harvard  grad  started  investing  with  $150,000 
inheritance  1974.  Greatest  hit:  Snapple, 
bought  for  $135  million  1992,  sold  to 
Quaker  Oats  for  $1.7  billion  in  1994. 


Alec  Gores 

$1.2  billion 

Leveraged  buyouts.  Beverly  Hills,  Calif. 
52.  Divorced,  remarried;  5  children 
Founded  Gores  Technology  Group  buyout 
firm  1987  after  selling  computers  out  of  his 


father's  basement.  Prefers  to  buy  divisions  of 
technology  firms,  merge  them  to  create  new 
companies.  Conglomerate  now  has  30  com- 
panies, including  Real  Software,  Adventa, 
Voicecom  Telecommunications.  Brother, 
Tom  (see),  runs  Platinum  Equity. 


Robert  Day 

$1.2  billion 

Money  management.  Los  Angeles. 
61.  Married,  3  children 
Money  manager  founded  Trust  Company  of 
the  West  1971;  sold  70%  of  company  to 
French  bank  Societe  Generale  in  2001  for 
$2.5  billion.  Owns  600,000  acres  of  timber- 
land  in  Florida.  Low-profile  philanthropist 
serves  as  chairman  of  $1  billion  W.M.  Keck 
Foundation,  offers  grants  in  engineering,  sci- 
ence, liberal  arts. 


David  Tepper 

$1.2  billion 

[WlBfifl  Hedge  funds.  Chatham,  N.J. 
li^l^'A"!  47.  Married,  3  children 
Ran  junk  bond  desk  at  Goldman  Sachs  after 
master's  from  Carnegie  Mellon  University 
1982.  Founded  Appaloosa  Management 
1993;  30%  average  annual  returns,  includ- 
ing 150%  in  2003.  With  wife,  Marlene,  gave 
$55  million  for  Carnegie  Mellon's  Tepper 
School  of  Business. 


Jerome  Kohlberg 

$1.2  billion 

Leveraged  buyouts.  Mt.  Kisco,  NY. 
80.  Married,  4  children 
Left  Bear  Stearns  in  1 976  to  start  leveraged 
buyout  shop  KKR  with  Henry  Kravis  and 
George  Roberts  (see  both).  Opposed  to  hos- 
tile takeovers,  left  in  1987;  missed  out  on 
famed  $25  billion  takeover  of  RJR  Nabisco. 


Thomas  Bailey 

$1.1  billion 

Mutual  funds.  Aspen,  Colo. 
68.  Divorced,  2  children 
Michigan  State  grad  stepped  down  last  year 
as  chair  of  Janus,  mutual  fund  outfit  he 
Continued  on  page  145 
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over 


transactions  per  day  for  the  world's  busiest  public  agency. 

At  peak  workloads,  that's  51,448  transactions  per  second  executed  without  a  glitch 
when  CA  software  automates  systems  and  processes.  If  your  enterprise  needs  to  manage 
critical  business  transactions  across  platforms,  around  the  world,  with  this  kind  of  speed 
and  reliability,  call  a  CA  representative  at  1-888-423-1000  or  visit  ca.com/didyouknow. 


Simplify 
Automate 
Secu  re 
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American  Airlines  understands  that  most  ot  its 
customers  plan  their  vacations  based  on  the  destination  and 
the  resort  that  works  best  for  them  and  their  family.  With 
hundreds  of  flights  to  destinations  throughout  the  Caribbean 
and  literally  thousands  of  incredible  resorts  to  choose  from, 
American  Airlines  knows  you  can  find  the  right  vacation  with 
AAVacations,  AA.com,  American  Airlines  reservations  or 
many  other  quality  travel  planners. 

It  has  been  said  that  the  Caribbean  has  more  to  offer  than  any  other  destination  in  the  work 
It's  not  just  a  wonderful  opportunity  to  unwind  in  the  sunshine,  but  you  can  learn  about  a  vai 
of  diverse  cultures.  Consider  Barbados  called  "England  in  the  tropics"  because  of  its  intriguin 
mix  of  British  and  African  culture.  Cricket  and  polo  are  the  main  sports  and  afternoon  tea  is  s 
a  pleasant  ritual.  Perhaps  you  might  want  to  immerse  yourself  in  some  of  th 
Caribbean's  rich  history,  but  with  a  Latin  flavor — think  about  Puerto  Rico. 
From  its  food  to  its  music  and  dance  to  its  art  and  handicrafts,  Puerto  Rico  1 
proud  of  its  culture  and  has  done  much  to  preserve  its  heritage.  Its  oldest 
section,  Old  San  Juan,  still  retains  some  wonderful  examples  of  Spanish 
Colonial  architecture. 

If  your  interest  is  to  explore  some  of  the  most  intriguing  natural  wonders 
including  underwater  worlds,  mountainous  terrain,  tropical  rainforests 
and  awe-inspiring  beaches,  then  discover  "Nature's  Little  Secrets"  - 
The  British  Virgin  Islands.  Comprised  of  over  60  pristine  islands  with  everything  from  the  unique 
coral  atoll  of  Anegada  with  its  endless  white  sand  beaches,  to  the  emerald  mountains  of 
Tortola,  to  the  spectacular  boulders  of  Virgin  Gorda  and  the  picturesque  villages  and 
beaches  of  Jost  Van  Dyke. 

But  if  your  idea  of  a  vacation  is  just  to  relax,  the  Caribbean  features  some  of  the  best  spas 
in  the  world.  For  a  getaway  dream-come-true  you  can  be  pampered  at  the  CuisinArt 
Resort  &  Spa.  Located  on  the  trendy  island  of  Anguilla,  this  beachfront  luxury  paradise  offers 
one  of  the  most  lavish  spa  treatments  in  the  Caribbean.  Then  complete  your  spa  experience 
with  the  finest  gourmet  dining  anywhere! 

You  may  choose  to  worship  the  sun  amongst  breathtaking  scenery  at  Jamaica's  renowned 
beaches  of  Montego  Bay  and  Negril's  Seven  Mile  Beach — considered  one  of  the  Caribbean's 
most  fabulous.  Then  lighten  your  spirits  with  the  sounds  of  reggae  and  indulge  your  appetite  <a 
local  favorites  from  Jamaican  jerk  to  Red  Stripe  beer  or  coffee-flavored  liqueur  Tia  Maria. 


Discover  your  next  vacation. 


incredible  beaches  and  picturesque  settings  filled  with  old-world 
harm  are  on  your  agenda,  then  contact  Elite  Island  Resorts  because  they  have 
xactly  what  you  are  looking  for  with  some  of  the  most  spectacular  Caribbean  beach 
esort  destinations  on  five  tropical  islands  from  North  to  South — Tortola,  Antigua,  St.  Kitts, 
t.  Lucia,  or  Palm  Island;  their  private  island  paradise  in  the  Grenadines. 

you  are  seeking  adventure  you  may  hike  through  a  Caribbean  rainforest, 
oike  along  numerous  island  trails,  enjoy  a  guided  tour  of  a  national  park,  or 
[tail  in  ciear  blue  waters.  Surrounded  by  coral  reefs,  the  Cayman  Islands 
ire  considered  one  of  the  top  diving  and  fishing  destinations  in  the 
vorld.  When  you  finish  snorkeling  in  crystal-clear  Cayman  waters  surrounded 
)y  spectacular  fish,  you  can  visit  the  beautiful  Queen  Elizabeth  II  Botanic 
'ark  on  Grand  Cayman. 

jVith  so  much  to  see  and  do  in  the  Caribbean,  you  may  want  to  simply  have 
tf  all.  Visit  a  SuperClubs  resort  and  experience  their  Super-Inclusive  vacation 
ivhere  virtually  everything  you  can  eat,  drink  and  do  is  included.  Enjoy  everything  from 
ome  of  the  best  water  sports  to  a  day  of  golf,  a  romantic  candlelit  dinner  or  dancing 
ill  night,  relax  on  the  beach  or  at  the  spa — it's  all  included. 


If  we  have  confused  you  about  what 
to  do  and  where  to  go  in  the 
Caribbean,  you  may  want  to  consult 
the  expert  guidance  of  a  Virtuoso 
travel  specialist.  Virtuoso  has  over 
300  of  the  world's  leading  luxury  travel 
agencies  under  one  umbrella  and  can 
assist  the  most  demanding  connoisseurs 
of  excellence  with  any  travel  question. 
They  are  trained  to  satisfy  even  the 
most  discerning  traveler. 


Kt  American  Airlines  we  realize  that  planning  a  trip  can  be  both  exciting  and  full  of  difficult 
:hoices.  We  hope  that  we  can  introduce  you  to  some  of  the  great  possibilities  that  await 
9  the  Caribbean.  Since  no  one  offers  more  service  from  the  U.S.  than  American  and 
\merican  Eagle,  you  can  be  confident  that  we  will  get  you  to  your  paradise  with  ease 
\merican  Airlines  is  working  to  make  sure  your  Caribbean  travel  experience  is  terrific. 


AmericanAirlines* 

Caribbean  Experience 


ANTIGUA  ST.  LUCIA    PALM  ISLAND    TORTOLA    ST.  KiTTS 


RESERVE  OR  INQUIRE  ABOUT  SAVING  UP  TO  $600  ON  AMERICAN  AIRLINES 

Call  your  travel  Professional  or  1-800-858-4618 


Elit6lslands.COm   GALLEY  BAY  *  ST :  James's  Club  &  villas  ♦  windjammer  Li 

  LANDING  VILLA  BEACH  RESORT  ♦  PALM  ISLAND  IN  THE  AjA 

CARIBBEAN    Grenadines  ♦  long  bay  Beach  resort  &  Villas  r\f^. 
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ru  iv^Muu 

lost  Van  Dyke 
J| Tbrtola 
Virgin  Gorda 


be  spoiled  on  our  unspoiled  islands,  visit  j  www.bvitourism.com  |  -j-^  THE 

3To  obtain  BVI  travel  information  and  book  vour  BV1  vacation,  l-C  T\  Tr~PT  Q  L-I 

call  the  BVI  Intimate  Hideaways  at  1  -866-  GO-TO-BVI  LJ IY 1  1  1 0  fl 

For  further  information,  call  the  BVI  Tourist  Board  VIRGIN  ISLANDS 

at  1-800-835-8530  or  212-696-0400.  NATURE  S  LITTLE  SECRETS 


British 


Photographed  on  Virgin  Gorda  by  Wilhclm  Scholz 
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OUR  WAVES  M 

OUR  LUXURY 


slft  through  the  crystal  white  sands  of  rendezvous  bay.tlckle  your  toes  in  our  turquoise  waves. 
Envision  a  tapestry  of  our  pristine  gardens  and  the  delight  of  gourmet  dining  wrapped  around  the  sanctuary 
of  CuisinArt  -  the  Venus  Spa. Tranquility  sets  in  while  you  experience  one  of  our  exotic  spa  treatments. 
Sapphire  skies,  emerald  landscapes  are  your  backdrop  while  you  escape  into  a  zen-like  state  of  relaxation. 
Captivate  your  spirit  with  endless  options  to  indulge  while  surrounding  yourself  in  our  tropical  oasis. 
Your  invitation  to  exhale  -  CuisinArt  Resort  &  Spa. 


RESORT&.SPA 
ANCUILIA 

For  reservations  call  your  travel  consultant  or  800.943.3210  •  212.972.0880 
Ammtwoi       www.CulsinArtResort.com  ^'jw 

otlbc'WoM  CODE  05108  '  *'\i|l>'W«" 
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I  uerto  Rico,  with  winter  just  around  the  corner  and  the  cool  fall  temperatures  already  here,  is  the 
perfect  destination  to  go  back  to  summer.  The  warm  Caribbean  breeze,  numerous  outdoor  activities 
and  beautiful  Blue  Flag  beaches  await  year-round  in  this  U.S.  tropical  island. 


Puerto  Rico's  authentic  Latin  culture  and  exquisite  cuisine  attract  visitors  to  festivals  and  events  that  take 
place  on  the  island  year  round.  Some  of  these  include  the  Heineken  Jazz  Festival  at  the  Tito  Puente 
Amphitheater  in  San  Juan  where  thousands  of  Jazz  enthusiasts  gather  to  listen  to  the  latest  in  Latin  Jazz 
and  the  Casals  Festival,  internationally  renowned  for  its  classical  music  performances,  at  the  Performing 
Arts  Center  in  San  Juan.  Also,  the  culinary  scene  in  the  historic  district  of  Old  San  Juan  is  a  destination  in 
itself  where  diners  can  experience  a  range  of  cuisines  from  Latin  Fusion  to  award-winning  French  fare. 

Puerto  Rico's  24  golf  courses,  including  17  Championship  courses  designed  by  famous  names  such  as  Greg 
Norman  and  Tom  Fazio,  offer  visitors  the  perfect  golf  vacation.  As  the  Caribbean  mecca  for  golfers,  Puerto 
Rico  is  the  site  of  several  top  professional  and  amateur  tournaments,  including  the  Puerto  Rico  Golf 
Association  Matchplay  Tournament  which  regularly  attracts  golfers  from  over  15  countries. 

What  Puerto  Rico  is  renowned  for  is  its  world-class  beaches,  several  which  are  Blue  Flag  certified,  offering 
the  very  best  in  facilities  and  services  to  beach  goers  and  busy  business  travelers  looking  for  a  little 
relaxation.  Surfing,  parasailing  and  kite  surfing  are  among  the  many  activities  beach  lovers  take  advantage 
of  when  visiting.  For  a  complete  list  of  Puerto  Rico's  blue  flag  beaches,  please  visit  www.blueflagpr.com. 

Puerto  Rico  offers  the  active  traveler  and  outdoor  enthusiast  great  options  for  scuba  diving,  snorkeling, 
kayaking,  hiking  and  biking.  While  on  the  island,  visitors  can  hike  4,415  feet  to  the  top  of  Cerro  Punta, 
Puerto  Rico's  highest  peak,  take  a  nighttime  swim  in  one  of  three  bioluminescent  bays  in  La  Parguera, 
Fajardo  or  Vieques,  scuba  dive  off  Cayo  Diablo  with  colorful  fish,  octopus  and  elusive  manatees,  or 
mountain  bike  on  one  of  Puerto  Rico's  several  cross-country  trails. 


In  addition  to  the  outdoor  activities  and  world-class  beaches,  Puerto  Rico  is  on  the  brink  of  becoming  a 
major  meetings  and  conventions  destination.  Scheduled  to  open  in  November  2005,  the  state-of-the-art 
Puerto  Rico  Convention  Center  will  combine  business  with  pleasure  as  its  location  puts  it  just  minutes  away 
from  white  sand  beaches,  the  historic  district  of  Old  San  Juan  and  the  burgeoning  nightlife  of  San  Juan. 

And,  don't  forget,  since  Puerto  Rico  is  a  U.S.  Commonwealth,  no  passport  is  required,  the  currency  is  the 
U.S.  dollar  and  English  is  widely  spoken.  Puerto  Rico  offers  visitors  the  thrill  of  an  exotic  vacation  with  the 
no-fuss  simplicity  of  a  domestic  locale.  For  more  information  on  Puerto  Rico  and  information  about  what 
to  do  while  there,  visit  www.GoToPuertoRico.com  or  call  1-800-866-7827. 


PUERTO  RiCO 
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Visa 

EXCLUSIVE 
EXPERIENCES 


Let  Visa  Take  You  Away. . . 

Through  the  prestige  and  unlimited  access  afforded 
by  Visa,  the  discerning  traveler  is  welcomed  with  a 
wealth  of  opportunities  and  privileges  that  "ensure 
the  perfect  vacation. 

Sophisticated  travelers  seeking  sun,  sand,  spas, 
and  sports  will  find  a  stunning  selection  of 
Caribbean  beach  resorts  that  take  full  advantage 
of  their  outstanding  natural  surroundings  to 
provide  the  perfect  atmosphere  for  relaxation, 
rejuvenation  and  enjoyment. 

Why  Use  Your  Visa  Card?  Because  we've 

negotiated  special  rates. and  amenities  at  some 
of  the  Caribbean's  most  celebrated  resorts,, 
exclusively  for  Visa  cardholders.  From  the 
moment  you  arrive,  you'll  receive  VIP  treatment. 
Would  you  expect  anything  less  from  Visa? 

Getting  away  from  it  all  has  never  been  easier. 
To  speak  with  a  Caribbean  travel  specialist, 
contact  Virtuoso  at  866-203-8368. 


jer:  Prices  are  based  on  double  occupancy  unless  otherwise  stated  and  are  non-inclusive  of  air  arrangements  Restrictions  and  black-out  dates  may  apply, 
irices,  amenities  and  availability  are  subject  to  change  aithout  notice.  Offers  apply  only  when  purchased  with  a  Visa  card 
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Sandy  Lane 

ST.  JAMES,  BARBADOS 


This  world-famous  Barbados  luxury  resort  was  recently  renovated, 
maintaining  its  classic  elegance  while  modernizing  the  installations- 
to  please  today's  most  discerning  traveler.  Set  in  an  elegant 
neo-Palladian  style,  the  incomparably  spacious  guestrooms  are 
located  within  an  ancient  mahogany  grove,  with  spectacular  views 
of  the  beach  and  ocean.  Play  on  two  Tom  Fazio-designed  1  8-hole 
golf  courses,  with  a  Bentley  luxury  car  to  whisk  you  there.  The 
resort  boasts  a  47,000-square-foot  spa,  a  five-bedroom  villa 
and  nine  championship  floodlit  tennis  courts.  The  hotel's  four 
restaurants  offer  gourmet  cuisine,  with  fine  dining  in  the  signature 
restaurant  L'Acajou. 


Exclusive  Visa  Experience:  Romance  in  Paradise 
Pay  with  your  Visa  card  and  receive: 

Accommodations  in  a  Luxury  Ocean  Room 
Bottle  of  champagne  upon  arrival 
One  candlelight  dinner  for  two 
Unlimited  non- motorized  water  sports 
Full  English  breakfast  daily 
One  catamaran  cruise 

Spa  voucher  of  $1 00  per  person,  or  one  round  of  golf  on  The  Country  Club 

:  n  $4,400  For  a  five  night  stay.  Applicable  taxes  additional. 
'  d  until  November  13,  2005  and  May  1  -  October  31,  2006. 
no  #  8176. 
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j  Round  Hill  Hotel  &  Villas 


MONTEGO  BAY,  JAMAICA 


Once  a  pineapple,  allspice  and  coconut  plantation,  Round  Hill 
Hotel  and  Villas  now  offers  all  the  style,  sophistication  and 
relaxation  that  are  synonymous  with  this  world-famous  bay,  while 
maintaining  an  atmosphere  of  privacy.  Enjoy  breakfast  served  in 
your  private  villa  suite  or  ocean-front,  spacious  hotel  room;  stroll 
along  the  beautiful  bay  and  indulge  your  senses  in  the  new  spa  at 
Welcome  Wharf,  with  its  gym,  beauty  salon  and  indoor  and 
outdoor  treatment  areas.  There  are  36  oceanfront  hotel  rooms  in 
the  Pineapple  House,  and  74  gorgeous  suites  are  located  in  27  villas 
on  the  peninsular  hillside  with  magnificent  views,  23  of  which 
have  a  private  pool. 


VISA 


Exclusive  Visa  Experience 

Pay  with  your  Visa  card  and  receive: 


•  One  night  at  50%  discount 

•  Full  American  breakfast  daily 

•  Welcome  gift 

•  One-category  upgrade  at  time  of  check-in,  based  on  availability 

•  $1 00  food  and  beverage  credit  per  room,  per  stay 

•  Round-trip  airport  transfers  in  private  car 

From  $340  per  room,  per  night,  double  occupancy. 
4-night  minimum  stay  required. 

Valid  January  8  -  December  21,  2006.  Promo  #  9365. 

Raffles  Res( 

CANOUAN  ISLAND,  ST.  VINCENT  AND  THE  GREN  ADI 

On  Canouan  Island  in  the  heart  of  the  Grenadines  in  the 
southeastern  Caribbean,  Raffles  Resort  Canouan  Island  feat 
excellent  sailing  and  an  abundance  of  marine  life.  The  reso 
set  within  300  acres  of  a  private  estate,  with  two  secluded  w 
sand  beaches,  all  surrounded  by  one  of  the  world's  largest  < 
reefs.  Each  of  the  1  56  accommodations  offers  marvelous  vii 
Golf  at  the  Jim-Fazio-designed  Trump  International  golf  cou 
or  have  a  massage  at  the  RafflesAmrita  Spa.  And  four  tempi 
restaurants  vie  for  your  attention  each  evening.  Every  vacatio 
dream  you've  ever  had  is  possible  at  this  elegant  resort. 


VISA 


Exclusive  Visa  Experience:  Raffles  Visa  Vacation 
Pay  with  your  Visa  card  and  receive: 


•  One  complimentary  round  of  golf  or  one  hour-long  spa  treatment 

•  Personal  golf  cart  for  full  length  of  stay        •    Bottle  of  champagne  upon  arrival 

•  Round-trip  airport  transfers  •    Full  American  breakfast  daily 

•  In-room  refreshment  bar 

•  Upgrade  to  next  higher  category  at  time  of  booking,  subject  to  availability 

•  Non-motorized  watersports,  tennis,  and  access  to  RafflesAmrita  Fitness  Center 

From  $455  per  room,  per  night,  double  occupancy. 
Valid  through  December  18,  2006.  Promo  #  9366. 


AmericanAirlines 

ribbean  Experience 


dso  de  la  Bonita  Resort  &  Thalasso 

TO  MORELOS,  MEXICO 

timate  seafront  resort  and  Thalassotherapy  spa,  tucked  away 
scluded  beach  of  white  coral  within  a  1  4-acre  jungle  oasis, 
es  colonial-style  Mexico  and  combines  it  with  the  elegance  of 
jyan  culture.  Its  90  luxurious  suites  boast  ocean  views,  with 
orivate  plunge  pools  or  terraces  with  umbrellas  and  hammocks. 
1a  at  Parai'so  de  la  Bonita  is  the  first  and  only  in  North  America 
r  Thalassotherapy.  Gourmet  dining,  a  private  beach,  swimming 
ennis  court  and  golf  course  assure  a  tranquility  unmatched  in 
lotels  today. 


VISA 


Exclusive  Visa  Experience:  Mexican  Caribbean  Elegant  Escape 
Pay  with  your  Visa  card  and  receive: 


Luxurious  accommodations  in  an  Ocean  View  one-bedroom  suite 
Daily  breakfast  and  dinner,  including  one  dinner  at  gourmet  restaurant,  La  Canoa 
Complimentary  airport  transfer  from  Cancun  international  airport 
One  50-minute  Paraiso  de  la  Bonita  Massage  or  Temascal  Sweat  Lodge  Cermony 
Daily  Yoga  and  Pilates  classes 

Daily  boat  shuttle  to  the  quaint  fishing  village  of  Puerto  Morelos 
Early  check-in  and  late  check-out  at  4:00  p.m,  subject  to  availability 
From  $495  per  person,  per  day,  double  occupancy. 
Minimum  3-night  stay  required. 
Valid  through  December  20,  2006.  Promo  #  9367. 

Half  Moon 

MONTEGO  BAY,  JAMAICA 

At  Half  Moon  Montego  Bay,  with  more  than  two  miles  of  white-sand 
beach,  there's  always  room  to  stretch  out.  You'll  feel  like  you're  in 
your  own  vacation  heaven  as  you  wander  about  the  extensive 
grounds,  past  delectable  cottages  and  villas.  Children  are  at  home 
here,  too,  and  can't  get  enough  of  the  two  beaches  and  51 
freshwater  swimming  pools.  With  many  restaurants  and  childcare 
services  available,  it's  easy  for  parents  to  slip  away  for  a  night  out. 
Try  the  enchanting  Sugar  Mill  restaurant  for  contemporary  Jamaican 
cuisine.  Be  sure  to  swim  with  dolphins  in  the  Dolphin  Lagoon,  take 
lessons  at  the  equestrian  facilities,  luxuriate  in  the  spa,  and  tee  up 
on  the  1  8-hole  championship  course. 


SA 


Exclusive  Visa  Experience 

Pay  with  your  Visa  card  and  receive: 


Two  complimentary  rounds  of  golf  (greens  fees) 

One-category  room  upgrade  at  time  of  booking,  based  on  availability 

Private  round-trip  airport  transfers 

VIP  check-in 

Full  breakfast  daily 

Special  gift  in  your  room 

$  275  per  room,  per  night,  double  occupancy, 
num  3-night  stay  required. 

January  1  -  December  31,  2006.  Promo  #  9368 


To  speak  with  a  Caribbean  travel  specialist,  contact  Virtuoso  at  866-203-8368. 


AmericanAirlines* 

Caribbean  Experience 


VISA 


Exclusive  Visa  Experience:  Spa  Package 
Pay  with  your  Visa  card  and  receive: 


•  Three  nights  in  luxurious  accommodations 

•  Two  Swedish  massages  (50  minutes  each)  per  suite,  per  stay 

•  Two  European  facials  (75  minutes  each) 

•  Daily  champagne  breakfast  buffet  for  two 

•  10%  discount  on  additional  spa  treatments 

•  Magnificent  bottle  of  Mexican  tequila 

From  $1,211  per  package. 

Valid  January  8  -  December  21,  2006.  Promo  #  9369. 


CuisinArt  Resort  &  Spa 

RENDEZVOUS  BAY,  ANGUILLA 


Tucked  into  a  crescent  curve  of  Rendezvous  Bay,  CuisinArt  Resort  & 
Spa  is  an  oasis  of  Mediterranean  villas  crowned  with  a  brilliant  cerulean 
blue  dome.  All  the  classic  ingredients  of  a  world-renowned  resort  are 
present. ..miles  of  exquisite  white  sand,  vibrant  tropical  gardens, 
gleaming  white  architecture  and  captivating  views.  Each  of  the  93 
spacious  guest  rooms  and  suites  offer  extraordinary  sea  and  island 
views.  Fresh  is  redefined  in  the  world's  first  resort-based  hydroponics  farm. 
Guests  feast  on  exquisite  cuisine,  much  of  it  complimented  by  the 
resort's  healthy  fresh-picked  produce,  in  CuisinArt's  superior  restaurants. 
!  And,  the  Venus  Spa,  the  first  resort  spa  on  the  island,  pampers  guests' 
ultimate  whims. 


VISA 


Fiesta  Americana  Grand  Coral  Be 

CANCUN  MB 

At  the  heart  of  Cancun's  recreational  and  commercial  center, 
hotel  commands  a  view  of  the  Caribbean  Sea  from  each  privc 
balcony.  Enjoy  Cancun  at  its  grandest.  Spacious  bathrooms,  S' 
living  areas  and  marble  floors  make  the  suites  a  luxurious  hon 
away  from  home,  while  offering  spectacular  views,  easy  acces 
the  beach  and  the  best  entertainment,  nightlife  and  shopping 
a  short  distance  away.  The  newly  renovated  boutique  spa  offei 
state-of-the-art  health  club,  massage  rooms,  a  660-foot-long 
swimming  pool  and  an  indoor  tennis  complex  with  three  artific 
grass  courts,  to  help  you  stay  in  shape  and  feel  your  best. 


Exclusive  Visa  Experience:  Cook  with  Chefs 
Pay  with  your  Visa  card  and  receive: 


•  5  nights  accommodation  in  Luxury  Junior  Suite  or  higher  room  category 

•  Up  to  two  guests  per  room  will  be  offered  a  choice  of  complimentary  participal 
in  CuisinArt's  Master  Cooking  Class  or  Hands  on  Cooking  with  the  Chefs, 
featuring  lunch  and  a  glass  of  wine 

From  $520  per  person,  per  night.  5-night  minimum  stay  required. 
Valid  October  30,  2005  -  December  15,  2006. 
Promo  #  9370. 

To  speak  with  a  Caribbean  travel  specialist,  contact  virtuoso  at  866-202 


n't  miss  these  swinging  events. 


man  JazzFest 

ember  1-3,  2005 
greats  like  Al  Jarreau, 
ge  Duke,  Chris  Botti  and 
Klugh  perform  cool  jazz  on 
an's  stunning  Pageant  Beach. 


Cayman  Classic 

March  3-5.  2006 

Food  +Wine  Magazine  co-sponsors  this 
delectable  epicurean  event,  complete 
with  cooking  demonstrations,  wine 
seminars  and  world-class  chefs. 


Close  to  home.  Far  from  < 

Call  your  travel  professional  or  visit  www  a 
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Grand  Lido  Braco  •  Grand  Lido  Negril 

Jamaica 

24  Hour  Room  Service  •  Award-Winning  Cuisine 
Unlimited  Premium  Drinks  •  PGA-Quality  Golf 
Luxurious  Rooms  and  Suites  •  Full-Service  Spa' 
Ask  About  Free*  Weddings  •  Absolutely  no  Tipping 

Grand  Lidcl 

resorts    and  Spas 

i— —Ml*  O  ^———ii 

MASTERS  IN  THE  ART  OF  VACATIONS* 


Scuba,  Water-skiing  &  More! 
Nightly  Entertainment 
Unlimited  Premium  Drinks 
Multiple  Dining  Options 
R/T  Airport  Transfers 
No  Tipping  Allowed! 
www.  Breezes.com/aa 


^*  Jamaica; jar>r>iw  jackpot!      for  tbe  ~iUole  family. 

fror>  Re^ae  to  roroa«ce.  firrf-datf  entertainment,  .^limited 
cjrinkf  incUo|i«<j  a  free  private  bar  in  every  room,  f^perb  mealf. 
J«/pervifed  Kidr  CLb.  tyindfwrfinC),  railing  &  tennif.  Wo  tipping. 


or  more  information,  other  specials  and  air-inclusive  reservations  visit  us  at: 

www.  StlJ>erClu^S^.com/aa 

lall  us  at  800-Go-Super  (800-467-8737)  Ext.  8822  or  call  your  travel  agent. 

Restrictions  and  blackout  dates  apply.  Amenities  and  facilities  vary  by  resort.  'Government/ 'Administrative  fees  are  additional.  Minimum  stays  apply. 

fAvailable  at  an  extra  charge.  Call  for  details.  8441-10/05 


AmercanAiiiines,  American  Eagle,  AA.com  and  We  know  why  you  fly  are  marks  of  American  Airlines,  Inc.  American  Eagle  is  American's  regional  airline  affiiete 


We  know  the  way  to  35  destinations  on  25  unforgettable  islands  in  the  Caribbean  and  The  Bahamas.  Each  and  every  one  £ 
paradise  found.  No  one  offers  more  service  from  the  U.S.  than  American  and  American  Eagle.  Book  your  next  trip  online  a1 
AA.com  or  call  us  at  1  -800-433-7300. 

we  know  why  you  fly  American  Airlines  (4u 

AA.com 


MONEY 
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Don't  tell  WILBUR  ROSS  heavy  industry  is  dead.  He  sold  International  Steel  for  $4.5  billion. 


;tarted  in  1969.  No  wonder:  company  still 
rying  to  shake  off  stigma  of  2003  market - 
iming  scandal.  Fund  managers  accused  of 
•ipping  off  investors;  firm  settled  with  regu- 
ators  in  August  2004  for  $100  million.  Janus' 
5130  billion  in  assets  under  management  lit- 
le  changed  since  settlement. 


William  Gross 

billion 

Bonds.  Laguna  Beach,  Calif. 
SI.  Divorced,  remarried;  3  children 
^avy  stint  in  Vietnam.  After  M.B.A.  from 
JCLA,  became  securities  analyst  at  Pacific 
Life.  Discovered  how  to  make  money  with 
?onds:  trade,  don't  buy  and  hold.  Handed 
B10  million  portfolio  to  manage  1973.  Stel- 
ar  returns  justified  $20  million  bonuses  in 


the  1980s.  Bond  division  spun  off  to  create 
Pimco.  Public  1994.  Sold  to  German  insur- 
ance giant  Allianz  AG  for  $4.7  billion  in 
2000;  personally  made  more  than  $400  mil- 
lion. As  Pimco  chief  investment  officer  earns 
$40  million  annual  salary.  Obsessively  secre- 
tive: Kept  second  wife-to-be  in  the  dark 
about  wealth  until  they  were  engaged. 

Kenneth  L.  Fisher 

$1.1  billion 

Money  management. 

ranaBMI  Woodside,  Calif. 

llflW'A'l  54.  Married,  3  children 

Father,  Philip  (d.  2004),  ran  own  investment 

firm,  built  reputation  with  buy-and-hold 

philosophy,  early  tech  investments.  Ken 

worked  at  dad's  shop  after  college,  struck  out 


on  own  1973.  Father  of  the  price/sales  ratio, 
author  {Super  Stocks),  long- running  FORBES 
columnist.  Today  Fisher  Investments  man- 
ages $27  billion.  History  buff;  currently 
studying  interaction  between  finance  and 
behavioral  psychology. 


Nelson  Peltz 

$1.1  billion 

Leveraged  buyouts.  Bedford,  N.  Y. 
63.  Divorced,  remarried;  10  children 
With  partner  Peter  May  runs  publicly  traded 
buyout  firm  Triarc.  Wharton  dropout  made 
first  fortune  with  acquisition,  merger  of  Tri- 
angle Industries  and  National  Can  1985.  Sold 
company  5  years  later  for  $830  million  profit. 
Bought  Snapple  in  1997  from  Quaker  Oats 
for  $300  million,  sold  3  years  later  for  $1.5 
billion.  Arby's  owner  outbid  for  Burger  King 
by  Texas  Pacific  Group  in  2002. 


Mario  Gabelli 

$1  billion 

Money  management. 
[Wnann  New  York  City. 
WW  km  62.  4  children 
Read  market  reports  for  fun,  bought  first 
stock  at  13.  Founded  Gabelli  Asset  Manage- 
ment 1977;  launched  first  mutual  fund  1986. 
Today  company  provides  advisory  services 
to  more  than  30  mutual  funds,  invests  most 
of  $29  billion  assets  under  management  in 
equities.  Public  offering  1999;  owns  50% 
stake,  Bill  Gates  owns  13%.  Columbia  busi- 
ness school  grad  skips  salary,  bonuses,  stock 
options;  prefers  management-fee-based 
compensation  instead.  Lucrative  tradeoff: 
earned  $55  million  in  2004. 


Wilbur  Ross  Jr. 

$1  billion 

Leveraged  buyouts. 

New  York  City;  Palm  Beach,  Fla. 
67.  Twice  divorced,  remarried;  2  children 
Financier  completed  $4.5  billion  sale  of  In- 
ternational Steel  Group  to  Indian  mogul 
Lakshmi  Mittal  in  October.  Cash  and  stock 
deal  created  world's  largest  steel  company. 
Lawyer's  son  got  start  parking  cars  at  race- 
track in  Monmouth,  N.J.  Dreamed  of  being 
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Conglomerateur  ALEC  GORES  likes  to  buy  and  merge  tech  companies.  He  owns  30  of  them. 


a  writer;  worked  on  literary  magazine  at  Yale. 
Summer  job  on  Wall  Street,  then  position  at 
Rothschild  1976.  Began  running  private  eq- 
uity fund  1997,  founded  WL  Ross  &  Co. 
three  years  later.  Buys  up  companies  in  tired 
industries  like  coal,  steel,  textiles;  cleans  up 
balance  sheet,  improves  management,  sells 
for  profit.  Today  manages  about  $3  billion 
in  7  private  equity  funds,  2  hedge  funds. 
Preparing  for  public  offering  of  International 
Coal  Group:  set  to  raise  $250  million.  Other 
investments:  real  estate,  banks  in  Japan,  auto 
parts  supplier  Collins  &  Aikman. 


Louis  Bacon 

$1  billion 
Hedge  funds.  London. 
49.  Divorced,  5  children 
Secretive  hedge  fund  manager  raised  in 
Raleigh,  N.C.,  studied  literature  at  Middle- 
bury  College.  Met  Wall  Street  tycoon  Walter 


Frank  while  working  summer  job  on  fishing 
boat,  started  trading  a  year  later.  Launched 
Moore  Capital  1989;  up  86%  in  first  year  after 
correctly  guessing  Gulf  war's  effect  on  oil 
prices.  Global  macro  trader  now  runs  4  funds 
from  London  and  New  York.  Assets  under 
management:  $9.6  billion.  Signature  Moore 
Global  Investments  fund  returned  an  aver- 
age 24%  a  year  since  1990.  Charges  steep  fee 
for  performance:  25%  of  profits,  3%  of  as- 
sets. Avid  hunter  owns  435-acre  Robin's  Is- 
land in  Long  Island  Sound,  where  he  throws 
traditional  English  hunting  parties. 


James  E.  Cayne 

$900  million 

Bear  Stearns.  New  York  City. 

71.  Married,  2  children 
Colorful  leader  of  tightly  run  New  York  in- 
vestment bank  Bear  Stearns.  After  stint  as 
scrap  iron  salesman,  moved  to  New  York  to 


play  bridge  full-time.  Fellow  card  player  and 
Wall  Street  legend  Alan  (Ace)  Greenberg  hired 
him  as  a  stockbroker  in  1969.  Earned  stripes 
during  New  York  City's  1970s  financial  crisis 
making  market  in  the  city's  bonds.  New  York 
staved  off  bankruptcy;  Bear  made  a  fortune. 
Took  over  as  chief  executive  in  1993;  assumed 
chairman  mantle  from  Greenberg  in  2001. 
Bridge  aficionados  Gates  and  Buffett  are  richer, 
but  Cayne  plays  better:  10-time  national 
champ  ranked  one  of  the  best  in  the  world. 


Theodore  Forstmann 

$900  million 

Leveraged  buyouts.  New  York  City. 
65.  Single. 

Yale  grad  and  notorious  bachelor  staying 
close  to  the  stars.  Bought  talent  agency  IMG 
from  family  of  founder  Mark  McCormack 
(d.  2003)  in  November  for  $750  million; 
clients  include  tennis  heartthrob  Maria  Shara- 
pova,  baseball's  Derek  Jeter,  model  Heidi 
Klum.  Last  year  charged  with  investing  Con- 
necticut's money  in  bad  faith  in  failed  XO 
Communications  and  McLeodUSA  but 
didn't  have  to  pay  damages;  jury  said  state 
complained  only  after  deals  went  sour.  Started 
private  equity  firm  Forstmann  Little  1978, 
early  success  with  Gulfstream  Aerospace, 
General  Instrument;  estimated  $7.5  billion 
investment  gains  in  last  27  years.  Republican 
fundraiser  once  linked  to  late  Princess  Diana, 
actress  Elizabeth  Hurley. 
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Leverage  our       experience  and  take  your  business 
places  it's  never  been  before. 


It's  time  to  elevate  HR.  To  think  globally.  To  work  strategically. 
To  provide  HR  with  the  tools  they  need  to  improve  services,  cut  costs  and 
align  with  your  business  goals.  At  ExcellerateHRO™  we  are  ready  to  do  all 
f  the  above  -  and  more.  By  combining  the  HR  experience  of  Towers  Perrin 
with  the  global  reach  of  EDS,  we  are  uniquely  positioned  to  deliver  a 
next-generation  HR  outsourcing  solution  to  help  you  tackle  a  wide  range 
of  business  challenges  All  the  way  from  H  to  R. 


fJDS 


ExcellerateHRO 


The  HRO  business  of  EDS  &  Towers  Perrin 


To  learn  more,  call  866.458.0613. 
Outside  North  America  call  +44  (0)  870.901.2165. 
Or  visit  www.excelleratehro.com/higher 


Benefits  Administration    Payroll    Compensation  Management  +  Recruiting  S>  Staffing  +  Workforce  Administration  &  Development  «  HR  Outsourcing 


ExcellerateHRO  and  the  ExcellerateHRO  logo  are  trademarks  of  ExcellerateHRO.  All  other  brand  or  product  names  are  trademarks  or  registered  marks  of  their 
respective  owners.  ExcellerateHRO  is  a  licensee  of  the  Towers  Perrin  marks.  ExcellerateHRO  is  an  egual  opportunity  employer  and  values  the  diversity  of  its  people. 
Copyright  2005  ExcellerateHRO.  All  rights  reserved. 


FORBES  400 


ENTERTAINMENT  REMAINS  ONE  OF  AMERICAS  LARGEST  EXPORTS  AND  A  MAJOR 
SOURCE  OF  WEALTH  OF  THE  FORBES  400.  THESE  MOGULS  OWN  THE  SATELLITES 
AND  STUDIOS  THAT  BEAM  WAR  OF  THE  WORLDS  FROM  WYOMING  TO  WARSAW 


Anne  Cox  Chambers 

$12.5  billion 

Cox  Enterprises.  Atlanta. 
85.  Twice  divorced,  3  children 

Barbara  Cox  Anthony 

$12.5  billion 

Cox  Enterprises.  Honolulu. 
82.  Married,  2  children 
Two  daughters  of  James  M.  Cox  (d.  1957), 
newspaper  reporter  who  bought  the  Dayton 
Evening  News  for  $26,000  in  1898.  Three- 
term  governor  of  Ohio,  Democratic  presi- 
dential nominee  in  1920  (FDR  was  his  run- 
ning mate).  Built  media  empire:  newspapers 
(17  dailies,  including  flagship  Atlanta  Con- 
stitution), 15  TV  stations,  79  radio  stations, 
cable  systems.  Sales:  $1 1.6  billion.  Also  auto- 
mobiles: Manheim  Auctions  the  nation's 
leading  used-car  auction  business.  Majority 
owner  in  AutoTrader.com,  world's  largest 
online  auto  classifieds  site.  Last  year  family 
took  cable  arm  Cox  Communications  pri- 
vate in  $8  billion  deal,  but  shares  of  Cox 
Radio  business  still  trade  on  the  Big  Board. 
Anne:  former  ambassador  to  Belgium  under 
Carter,  personally  knocked  on  doors  to 
recruit  Ohio  Democratic  voters  in  2004  elec- 
tion. Barbara's  son,  James  Cox  Kennedy, 
runs  the  business. 


John  Kluge 

$9  billion 

Metromedia.  Palm  Beach,  Via. 
91.  Thrice  divorced,  remarried;  3  children 
German  immigrant,  once  richest  man  in 
America,  amassed  fortune  buying  and  selling 
broadcast,  cellular  properties.  Oversees  eclec- 
tic investments:  restaurants  (Ponderosa,  Bo- 
nanza, Steak  8c  Ale  chains),  medical  and  light 
technology,  gourmet  beef.  Collects  aboriginal 
art;  gave  $60  million  to  Library  of  Congress. 


Sumner  Redstone 

$8.4  billion 

Viacom.  Beverly  Hills,  Calif. 
82.  Divorced,  remarried;  2  children 
Viacom  chief  plans  to  unlock  languishing 
value  of  stock  in  his  media  company  by  split- 
ting it  into  2  entities:  entertainment  (Para- 
mount Pictures,  MTV,  Nickelodeon)  and 
broadcasting  (CBS,  UPN,  Infinity  Broad- 
casting). Looking  for  synergies  with  side  in- 
vestment Midway  Games;  joint  operation 
with  MTV  Networks  to  release  MTV  game 
titles.  Son  of  drive-in-theater  owner  took 
over  the  business  in  1954,  built  National 
Amusements  into  1,400-screen  chain. 
Daughter,  Shari,  named  nonexecutive  vice 
chairman  of  the  board  in  June. 


Samuel  I.  Newhouse  Jr. 

$7.5  billion 

Publishing.  New  York  City. 

77.  Divorced,  remarried;  3  children 

Donald  Newhouse 

$7.5  billion 

Publishing.  Somerset  County,  N.J. 
75.  Married,  3  children 
Two  sons  of  Sam  Newhouse,  Russian  im- 
migrant's son  who  turned  around  Bayonne 
Times  as  a  teenager,  went  on  to  build  na- 
tion's largest  privately  owned  newspaper 
chain.  Brothers  took  over  after  father's 
death  in  1979;  beat  IRS  in  huge  estate-tax 
battle.  Today  Advance  Publications:  Conde 
Nast  (Vogue,  Vanity  Fair,  Glamour), 
Fairchild  (Details,  Women's  Wear  Daily, 
W),  Bright  House  (cable  system  with  2.1 
million  subscribers),  big  stake  in  Discov- 
ery Communications  (the  Learning  Chan- 
nel).-Also  CondeNet:  operator  of  Web  sites 
Epicurious  (food),  Concierge  (travel).  "Si" 
oversees  magazines,  Don  runs  newspapers 
(Cleveland's  Plain  Dealer,  Newark's  Star- 
Ledger).  Magazine  group  long  heavy  on 
women's  titles,  lately  caters  to  men.  Last 
year  rolled  out  men's  shopping  magazine 
Cargo;  bought  Golf  Digest.  Plans  new  busi- 
ness magazine  for  2007. 
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Cable  guy  ALAN  GERRY  is  building  an  arts  center  on  the  original  Woodstock  site  in  New  York. 


Charles  Ergen 

$7.1  billion 

EchoStar.  Denver. 
52.  Married,  5  children 
Founder  of  satellite-TV  service  EchoStar  just 
picked  up  10  satellite  channels  from  Dolan 
family's  moneylosing  Voom  venture;  deal 
part  of  long-term  HDTV  expansion.  Strong 
growth  this  year  in  customers  (325,000  new 
in  first  quarter),  but  company  still  lags  be- 
hind rival  DirecTV  (505,000  new  users).  For- 
mer Frito-Lay  financial  analyst  started  selling 
C-band  satellite  dishes  1980.  Today  EchoStar 
broadcasts  to  more  than  1 1  million  sub- 
scribers, surpassing  Time  Warner  as  third- 
largest  pay-TV  distributor. 


Rupert  Murdoch 

$6.7  billion 

News  Corp.  New  York  City. 
74.  Twice  divorced,  remarried;  6  children 
Family  squabbles,  meddling  shareholders 
would  paralyze  most  companies,  but  the  spry 
media  mogul  brushes  away  such  annoy- 
ances. In  July  son  and  heir  apparent  Lachlan 
quit  his  post  as  News  Corp.  deputy  chief  op- 
erating officer;  Murdoch  quickly  replaced 
him  with  Fox  News  Chief  Roger  Ailes.  Dis- 
misses murky  intentions  of  John  Malone, 
who  raised  his  stake  in  company  to  18%. 
"We've  frankly  moved  on."  On  cable,  Fox 
News  Channel  (home  to  Forbes  on  Fox)  rou- 
tinely draws  more  viewers  than  archrival 


CNN.  Fox  movie  studio  tops  at  box  office. 
Revenue  at  satellite  unit  DirecTV  up  35% 
this  year.  Australian-born  Oxford  grad  in- 
herited Adelaide,  Australia  newspaper,  made 
bigger  fortune  in  the  U.S.  with  more  news- 
papers (New  York  Post,  Chicago  Sun  Times), 
then  Fox  television  in  1980.  Became  U.S  cit- 
izen; now  resides  at  new  $44  million  apart- 
ment on  Fifth  Avenue  in  Manhattan,  city's 
most  expensive  apartment. 


Michael  Bloomberg 

$5  billion 

Bloomberg  LP  New  York  City. 
63.  Divorced,  2  children 
Will  Mayor  Mike  make  Ross  Perot  jealous? 
The  media  mogul  mused  in  his  1 997  memoir 
that  he'd  make  a  great  "mayor,  governor  or 
president."  This  year  named  one  of  Amer- 
ica's 5  best  mayors  by  Time.  Spent  $70  million 
to  win  office  in  2001  but  tightening  purse 
strings  for  reelection  bid:  on  pace  to  spend 
only  $50  million.  Last  year  donated  $140  mil- 
lion to  charity.  The  giving  is  easy  when  busi- 
ness is  booming:  revenue  from  his  data  ter- 
minals up  12%  amid  hedge  fund  boom. 


David  Geffen 

$4.5  billion 

DreamWorks.  Malibu,  Calif. 
62.  Single 

It  wasn't  quite  the  dream  he  promised,  but 
the  entertainment  boutique  he  founded  with 
partners  Jeffrey  Katzenberg  and  Steven  Spiel- 
berg has  proven  to  be  handsomely  profitable. 
Initial  $33  million  investment  now  worth 
$600  million;  says  all  the  profits  will  go  to 
charity.  Keen  financial  mind  landed  job  at 
the  William  Morris  Agency  after  forging  uni- 
versity stationery  to  supply  credentials. 
Founded  Asylum  Records  1970  (Eagles,  Joni 
Mitchell),  then  Geffen  Records  (Aerosmith, 
Guns  N'  Roses).  Sold  to  MCA  for  stock, 
1990;  netted  $710  million  when  MCA  was 
sold  to  Matsushita  a  year  later.  Invested  part 
of  proceeds  with  money  man  Eddie  Lam- 
pert  (see).  Homes  in  Beverly  Hills,  Malibu 
stocked  with  works  by  lackson  Pollock, 
Jasper  Johns,  Willem  de  Kooning.  What's 
next  for  Hollywood's  richest  man?  "Hope- 
fully, nothing." 
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YOU  WOULDN  I  iNVEISTr 
I    SIX  FIGURES  IN  THE  MARKET 
WITHOUT  DOING  YOUR  HOMEWORK 


MIGHT  WE  SUGGEST  THE  SAME  APPROACH 
TO  JOINING  A  LUXURY  DESTINATION  CLUB? 

you're  thinking  about  membership  in  a  destination  club,  there  are  several  choices  out 
tere  these  days.  And  at  first  glance,  it  seems  they're  all  offering  much  the  same  thing: 
:cess  to  beautiful  properties  in  sought-after  resort  locations,  and  an  end  to  the  hassles 
'  second-home  ownership. 

ut  take  a  closer  look,  and  it  becomes  apparent  that  only  one  destination  club  provides 
sal  value  for  your  considerable  investment. 

d  put  it  simply,  Dream  Catcher  Retreats  offers  better  homes  for  a  lower  membership 
e  than  any  other  comparable  destination  club.  Consider  the  facts: 

Our  Unlimited  Membership  Plan  deposit  is  currently  $275,000.  Other  clubs 
charge  anywhere  from  $375,000  to  $475,000  and  up. 

We  have  larger,  more  expensive  homes  in  the  destinations  we  share  in  common 
with  our  competitors  -  places  like  Cabo  San  Lucas,  Telluride,  Kiawah  Island, 
Maui,  Amelia  Island,  Napa  and  more. 

We  really  are  exclusive  -  only  400  members  will  be  accepted. 

Our  breadth  of  knowledge  and  years  of  experience  in  the  hospitality  sector  begin  at 
the  top  with  CEO  Scott  Anderson,  a  30-year  veteran  of  some  of  the  world's  best  known 
hotels  and  resorts.  We're  not  trying  to  learn  a  new  business. 

ream  Catcher  was  created  to  provide  a  unique  blend  of  superb  vacation  homes  and 
uly  personalized  service.  We're  not  in  the  real  estate  business  -  we're  in  the  "unique 
ication  experience"  business.  Our  service-oriented  culture  focuses  on  getting  the 
;tle  things  exactly  right ...  a  late-night  massage  on  short  notice,  somebody's  favorite 
jwers  waiting  in  the  front  hall,  the  right  table  at  that  local  restaurant  nobody  else 
in  even  get  into. 

3  one  of  our  members  recently  put  it,  "There  are  very  few  investments  that  I  have 
ade,  where  afterwards  I  can  say  were  of  real  value.  But  about  this  one  I  can.  I  highly 
commend  it.  Dream  Catcher  goes  to  extremes  to  make  us  happy." 

you're  interested  in  learning  more  about  Dream  Catcher  Retreats  and  our  limited 
me  membership  offer,  please  call  us  at  1-866-618-3954  or  visit  our  website  at 
wvv.dcr.com/fb. 

D  RE  AM  CATC  HE  R" 

RETREATS 


Your  Destination   Club.  Feel  at  home  in   the  world.' 
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George  Lucas 

$3.5  billion 

Star  Wars.  Marin  County,  Calif. 
61.  Divorced,  3  children 
Star  Wars  avatar  completed  his  intergalactic 
double  trilogy  this  summer  with  Revenge  of 
the  Sith;  summer  blockbuster  grossed  $841 
million  at  the  box  office.  First  movie  came 
as  student  with  futuristic  police-state  flick, 
THX-1138.  Later:  American  Graffiti,  Indiana 
Jones  series.  Fled  Hollywood  to  set  up  spe- 
cial-effects shop  Industrial  Light  &  Magic 
(Harry  Potter  movies,  War  of  the  Worlds). 
But  with  his  sci-fi  franchise  wrapped,  what's 
in  the  stars  for  this  curiously  rich  George? 
Possible  Indiana  Jones  sequel. 


Haim  Saban 

$2.8  billion 

Television.  Beverly  Hills,  Calif. 
60.  Divorced,  remarried;  4  children 
Self-described  "cartoon  schlepper"  made 
first  fortune  with  popular  kids  show  Mighty 
Morphin  Power  Rangers.  Scored  again  with 
Fox  Family  Network,  joint  venture  with  Ru- 
pert Murdoch's  Fox  television:  netted  $1.7 
billion  after  sale  to  Disney  in  2001.  Latest 
coup:  bought  big  stake  in  German  broad- 
caster from  bankrupt  Kirch  Media;  will 
triple  investment  if  $5.2  billion  sale  to  Ger- 
man publisher  Axel  Springer  is  approved. 
Now  making  a  run  at  Bezeq,  Israeli  telecom. 


Steven  Spielberg 

$2.7  billion 

Movies.  Pacific  Palisades,  Calif. 
58.  Divorced,  remarried;  7  children 
Hollywood  director  delivered  rare  miss  last 
year  with  The  Terminal,  found  Midas  touch 
again  this  year  with  War  of  the  Worlds,  which 
grossed  $583  million  at  the  box  office.  Pub- 
lic offering  of  animation  division  of  Dream- 
Works, the  boutique  studio  he  owns  with  fel- 
low billionaires  Jeffrey  Katzenberg  and  David 
Geffen  (see  both),  added  more  than  $100  mil- 
lion to  his  portfolio.  Movie  buff  rejected  by 
top  film  schools,  got  start  as  TV  director  for 
Universal.  First  movie,  Duel,  aired  on  TV, 
third  movie,  Jaws,  launched  a  litany  of 
blockbusters:  Raiders  of  the  Lost  Ark,  E.T., 


Jurassic  Park,  Saving  Private  Ryan.  Next  up: 
Munich,  about  Mossad  revenge  assassina- 
tions after  1972  Olympics  massacre. 


A.  Jerrold  Perenchio 

$2.6  billion 

Univision.  Bel  Air,  Calif. 
74.  Married,  3  children 
Onetime  talent  agent  for  MCA  runs  Univi- 
sion, country's  largest  Spanish  TV  network. 
Also  big  player  in  Spanish  radio,  following 
$3.5  billion  purchase  of  Hispanic  Broadcast- 
ing in  2003.  With  partners  bought  Univision 
in  1992  for  $550  million.  This  year  partner 
Emilio  Azcarraga,  chief  of  Mexican  broad- 


caster Grupo  Televisa,  quit  Univision  board; 
Televisa  suing  to  collect  $1.5  million  in  un- 
paid royalties.  Press-shy  Perenchio  generous 
political  donor,  largest  landholder  in  Malibu. 


Amos  Hostetter 

$2.3  billion 
Cable  television.  Boston. 
68.  Married,  3  children 
With  fraternity  brother  founded  Continen- 
tal Cablevision  1963.  Partner  left  1981;  Amos 
sold  to  US  West  in  1996  for  $1 1  billion,  kept 
large  stake.  Renamed  MediaOne,  sold  to 
AT&T  for  $58  billion  3  years  later.  On  board 
of  private  equity  firm  Quadrangle. 

Leave  it  to  director  STEVEN  SPIELBERG  to 

deliver  one  of  the  few  blockbusters  this  year. 
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RETIREMENT  FUNDS 


Discover  the  advantages 

of  a  T.  Rowe  Price  target  date 

Retirement  Fund. 


i 


The  Retirement  Funds  invest  in  a  well-diversified  group  of  up  to  11  T.  Rowe 
Price  funds. The  asset  mix  is  shifted  over  time,  becoming  more  conservative 
to  help  ensure  it's  appropriate  for  each  stage  of  retirement  investing. 

The  Retirement  Funds  are  continually  adjusted  to  take  advantage  of  our 
proprietary  analysis  of  the  economy,  interest  rates,  and  financial  markets. 

The  Retirement  Funds  are  the  only  target  date  funds  that  continue  to 
adjust  your  asset  allocation  for  30  years  after  the  target  retirement  date. 
This  allows  you  to  have  a  higher  portion  of  your  assets  invested  in  equities 
during  the  early  years  of  retirement,  giving  you  more  growth  potential  and 
some  added  protection  against  inflation. 

The  Retirement  Funds  are  100%  no  load,  with  expense  ratios  45%  below 
their  category  averages.**  All  funds  are  subject  to  market  risk. 

For  more  information  on  the  advantages  of  aT  Rowe  Price  Retirement  Fund, 
call  our  Investment  Guidance  Specialists  today. They  can  answer  any 
questions  and  even  open  your  account  right  over  the  phone. 


T.  Rowe  Price 
Retirement  Funds 

You  choose  the  date, 
and  we'll  do  the  rest.* 


Retirement 
Retirement 
Retirement 
Retirement 
Retirement 
Retirement 
Retirement 
Retirement 
Retirement 


2005  Fund 
2010  Fund 
2015  Fund 
2020  Fund 
2025  Fund 
2030  Fund 
2035  Fund 
2040  Fund 
2045  Fund 


TROWEPRiCE.COM/RETIREMEIMTFUNDS 


1-877-259-02 1 9 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses,  and 
other  information  that  you  should  read  and  consider  carefully  before  investing. 

*Please  note  that  the  Retirement  funds  should  not  be  considered  a  complete  retirement  solution.  When  planning  lor  retirement,  you  should  also  think  about  factors  such  as  needed  emergency  cash  reserves, 
the  amount  ol  equity  in  your  home,  and  your  lile  and  health  insurance  options.  Belore  investing  in  one  ol  these  funds,  be  sure  to  weigh  several  laclors,  such  as  your  objectives,  time  horizon,  and  risk  tolerance, 
as  well  as  your  retirement  needs  and  other  sources  ol  income.  **  Based  on  the  liscal  year-end  data  available  as  of  6/30/05.  The  Retirement  Funds'  total  expense  ratios  versus  their  Lipper  category  averages 
lor  individual  investor  funds  are  0.63%,  0.67%,  0.71%,  0.75%,  0.78%,  0.80%,  0.80%,  and  0.80%  for  the  Retirement  2005, 2010, 2015, 2020, 2025, 2030, 2035,  and  2040  Funds,  respectively,  versus 
1 .48%  lor  the  flexible  portlolio  lunds  category,  and  0.57%  lor  the  Retirement  Income  Fund  versus  1.17%  lor  the  income  lunds  category.  The  Retirement  2045  Fund's  expense  ratio  is  not  included  in  this 
comparison  because  the  fund  began  operations  on  5/31/05.  (Source  lor  data:  Lipper  Inc.)  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  MRET072282 
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With  his  business  firing  on  all  cylinders,  it's  hard  to  outfox  RUPERT  MURDOCH 


Leonore  Annenberg 

$2  billion 

Triangle  Publications.  Wynnewood,  Pa. 
87.  Divorced,  widowed;  2  children 
Second  wife  of  publisher  Walter  Annenberg 
(d.  2002),  inherited  bulk  of  $4  billion  estate 
after  Walter's  death  (Annenberg  Foundation, 
Metropolitan  Museum  of  Art  got  the  rest). 
Original  fortune  started  by  Walter's  father, 
Moses:  Philadelphia  Inquirer,  Daily  Racing 
Form.  Walter  inherited  at  age  32,  added  Sev- 
enteen, TV  Guide.  Sold  Triangle  Publications 
to  Rupert  Murdoch  for  $3  billion  in  1988. 
Leonore:  Stanford  grad,  served  as  U.S.  Chief 
of  Protocol  under  Reagan.  Major  philan- 
thropist in  arts,  education,  science. 


William  Randolph 
Hearst  III 

$2  billion 

Hearst  Corp.  San  Francisco. 
56.  Married,  3  children 

Austin  Hearst 

$1.9  billion 

Hearst  Corp.  New  York  City. 
53.  Twice  divorced,  3  children 

David  Hearst 

$1.9  billion 

Hearst  Corp.  Los  Angeles. 
60.  Single 

George  Randolph 
Hearst 

$1.9  billion 

Hearst  Corp.  Los  Angeles. 

78.  Widowed,  divorced,  remarried; 

4  children 

Phoebe  Hearst  Cooke 

$1.9  billion 

Hearst  Corp.  San  Francisco. 
78.  Divorced,  remarried;  1  child 
Grandchildren  of  publishing  legend  William 
Randolph  Hearst,  who  assumed  control  of 
San  Francisco  Examiner  from  his  father,  built 
what  once  was  one  of  nation's  largest  news- 
paper chains  via  sensational  "yellow"  jour- 
nalism. Today  the  empire  owns  newspapers 
(flagship:  San  Francisco  Chronicle),  maga- 


zines (Cosmopolitan,  Esquire,  Good  House- 
keeping), cable  channels  (stakes  in  ESPN, 
A8cE,  Lifetime),  TV  and  radio  stations.  Also 
real  estate:  prime  parcel  along  California 
coast.  William  III  a  partner  at  Silicon  Valley 
venture  capital  shop  Kleiner  Perkins. 


Patrick  McGovern 

$2  billion 
IDG.  Hollis,  N.H. 
68.  Divorced,  remarried;  4  children 
Construction  manager's  son  built  computer 
program  unbeatable  in  tic-tac-toe.  Won 
scholarship  to  MIT,  edited  student  newspa- 
per there.  Founded  International  Data 
Group  1964  to  provide  research  for  com- 
puter market.  Launched  Computerworld  in 


1967;  later,  PC  World,  Macworld.  Added 
books  (popular  Dummies  series),  trade 
shows,  Internet  sites.  Sales:  $2.7  billion,  still 
privately  held.  Recent  growth  in  Asia.  Pub- 
lishes 41  magazines  and  newspapers  in 
China,  manages  tech  venture  funds  in  India, 
Vietnam. 


Ted  Turner 

$2  billion 

Cable  television.  Lamont,  Fla. 
66.  Thrice  divorced;  5  children 
Father  of  cable  news  fetches  better  returns 
in  fast  food  and  real  estate  than  in  dwindling 
Time  Warner  stake.  Held  1 50  million  shares 
of  media  giant  after  selling  Turner  Broad- 
casting Systems  for  $9  billion  in  1996.  Today 
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HERE'S  TO  THE  ROAD  WARRIORS  WITH  SPINES  OF  STEEL 

AND  DELICATE  BACKS. 

Toting  briefcases  and  carrying  barely  carry-onable  luggage  through 
a  hundred  airports.  It's  enough  to  make  a  business  traveler  tough  as  nails. 
And  weak  as  a  kitten.  Courtyard's  thicker  new  mattresses,  softer  new  pillows, 
and  suppler  new  sheets  are  designed  to  sooth  and  support  them  every  night. 

So  they  can  get  up  every  day  and  conquer  the  world. 
NEW  BEDS  AND  BEDDING  AT  COURTYARD! 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS. 


COURTYARD 


ar  reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/Courtyard. 

2W  bedding  availability  varies  by  location. 


Harriott 
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owns  35  million  shares  worth  only  $600  mil- 
lion. Just  as  well:  Time  Warner  still  a  market 
laggard,  even  with  Carl  Icahn  (see)  on  the 
prowl.  Mouth  of  the  South  now  nation's 
largest  individual  landowner:  some  2  mil- 
lion acres  in  1 1  states.  Restaurant  chain,  Ted's 
Montana  Grill,  serves  bison  burgers  at  41  lo- 
cations. Vocal  environmentalist;  recently  do- 
nated 3.6  million  Time  Warner  shares  to 
United  Nations  Foundation,  bringing  total 
contribution  to  $600  million. 


John  Malone 

$1.9  billion 

Cable  television.  Parker,  Colo. 
64.  Married,  2  children 
Longtime  cable  baron,  ever  the  dealmaker, 
jousts  with  News  Corp.'s  Rupert  Murdoch 
over  increased  voting  stake.  Hopes  to  land 
sweetened  asset  deal  in  exchange  for  Mur- 
doch securing  family  control.  Also  contin- 
ues to  spin  off  cable-channel  stakes  owned 
by  investment  arm  Liberty  Media  to  boost 
lackluster  stock  price.  Latest:  Liberty's  chunk 
of  Discovery  Channel.  Former  engineer  be- 


EchoStar's  CHARLES  ERGEN  wants  to 
have  the  upper  hand  in  satellite  television. 


came  right-hand  man  and  successor  to  Bob 
Magness  (d.  1996),  founder  of  TCI  cable 
empire.  Sold  TCI  to  AT&T  in  1999,  retained 
control  of  Liberty;  searching  for  deals  ever 
since.  Major"  holdings  include  QVC,  Starz, 
Encore;  cable  systems  in  Europe,  Asia. 


Frank  Batten  Sr. 

$1.4  billion 

Landmark  Communications. 

Virginia  Beach,  Va. 
78.  Married,  3  children 
Uncle  Samuel  Slover  arrived  in  Virginia 
1900.  Was  offered  50%  of  Newport  News 
(now  Virginian-Pilot)  if  he  halted  paper's 
losses  within  a  year;  succeeded.  Raised 
nephew  Frank,  who  earned  Harvard  M.B.A., 
became  publisher  at  age  27.  Built  Landmark 
Communications:  newspapers  (7  daily  met- 
res), cable  (Weather  Channel),  TV  stations. 
His  son  Frank  Jr.  runs  the  business;  Frank 
Sr.  active  in  philanthropy,  gave  $32  million  to 
Harvard  Business  School,  $60  million  to 
Darden  Graduate  School  of  Business  Ad- 
ministration in  Virginia. 


Alan  Gerry 

$1.3  billion 

Cable  television.  Liberty,  N.  Y. 
76.  Divorced,  remarried;  3  children 
Upstate  New  York  native  dropped  out  of 
high  school  to  join  Marines.  Started  cable 
TV  empire  in  1956  with  $1,500,  running 
wire  from  antennas.  Purchased  cable  fran- 
chises; sold  to  Time  Warner  in  1996  for 
$2.8  billion.  Parked  most  of  the  proceeds 
in  private  investment  company  Granite  As- 
sociates. New  focus  on  reviving  the 
Catskills,  farming.  Developing  arts  center 
at  Bethel  Woods,  site  of  original  Woodstock 
festival  in  1969. 


Barry  Diller 

$1.3  billion 

InterActiveCorp.  New  York  City. 
63.  Married 

William  Morris  graduate  made  his  name  in 
Hollywood,  then  turned  to  the  Internet.  "I'm 
not  finished,  because  I'm  still  curious."  Con- 
trols stakes  in  dozens  of  Web  sites  together 


worth  more  than  $10  billion.  In  August  split 
InterActiveCorp  into  2  companies:  travel- 
based  Expedia  (Hotels.com,  Expedia.com); 
other  businesses  under  I  AC  (including  Ask 
Jeeves).  "IAC  focuses  on  the  myriad  ways 
people  are  moving  aspects  of  their  daily  lives 
to  the  Net."  Married  to  fashion's  Diane  von 
Furstenberg. 


B.J.  (Red)  McCombs 

$1.3  billion 

Radio,  oil,  real  estate.  San  Antonio,  Tex. 
77.  Married,  3  children 
Game  over  for  Red.  This  summer  sold  pro 
football's  Minnesota  Vikings  to  investment 
group  led  by  real  estate  developer  Zygi  Wilf 
for  $600  million,  pocketed  $354  million 
profit.  Now  investing  in  oil,  real  estate.  Law 
school  dropout  got  start  selling  cars,  joined 
Lowry  Mays  (see)  to  found  radio  station 
giant  Clear  Channel  Communications  in 
1972.  Owns  undeveloped  land  throughout 
Texas;  apartment  projects,  industrial  parks, 
office  buildings  in  Houston,  Austin.  Still 
holds  4.8  million  Clear  Channel  shares 
worth  $160  million. 


David  Copley 

$1.2  billion 

Newspapers.  La  Jolla,  Calif. 
53.  Single 

Mother,  Helen  (d.  2004),  married  James 
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The  Xerox  Phaser®  8500  network  color  printer 
delivers  heavyweight  specs  at  a  featherweight  price. 
Which  means  it  can  take  on  anybody. 
Xerox  Color.  It  makes  business  sense. 


ec  for  spec,  the  Xerox  Phaser  8500  is  one  tough 
;le  network  color  printer  with  amazing  moves 
■  just  $899.  Like  up  to  24  color  pages  a  minute 
d  an  industry-leading  first-page-out  time  that 
livers  stunning  600  dpi  color  in  just  6  seconds, 
has  Driver  Color  Controls  to  match  output  color 
the  color  on  your  computer  screen.  And  talk  about 


endurance!  With  one  of  the  largest  standard  paper 
capacities  in  its  class,  it  just  keeps  going.  The  Phaser 
8500  is  easy  to  install  and  maintain.  Solid  ink 
technology  even  makes  it  environmentally  green. 
Naturally,  it  comes  from  a  line  of  winning  color 
printers  and  multifunction  systems.  To  learn  more, 
contact  us.  Our  little  champ  will  knock  you  out. 


XEROX 


Technology  |  Document  Management  |  Consulting  Services  | 


rox.com/office/1986 

177-362-6567  ext.  1986 


05  XEROX  CORPORATION  All  fights  reserved  XEROX?  Phaser*  and  Xerox  Color  It  makes  business  sense  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries 


F  0  R  BES    4  0  0  STAGEHANDS 


Copley,  the  adopted  son  of  newspaper 
magnate  Colonel  Ira  Copley,  in  1965.  Took 
over  Copley  Press  after  husband's  death  in 
1973.  Pruned  properties,  management;  im- 
proved content.  Only  child,  David,  took 
reins  in  1997.  Today  Copley  Press  publishes 
10  daily  newspapers  (flagship:  San  Diego 
Union-Tribune),  23  weeklies.  After  heart 
transplant  in  June  pledged  $5  million  to 
the  Sharp  Memorial  Hospital  in  San  Diego. 


Roy  Disney 

$1.2  billion 
Walt  Disney.  Los  Angeles. 
75.  Married,  4  children 
"Happiest  celebration  on  Earth"  now  a  fit- 
ting slogan  for  Disney  scion.  After  2  years  of 
legal  battles  Walt  Disney's  nephew  agreed  to 
end  revolt  challenging  Michael  Eisner's  con- 
trol; now  pledges  support  to  new  president, 


Bob  Iger.  In  exchange  granted  ceremonial  di- 
rector emeritus  position.  Spent  24  years  as 
film  editor,  writer,  producer  for  company, 
left  after  tiff  with  management  1977.  Re- 
turned as  vice  chairman  1984,  focused  on 
animated  hits  (Lion  King,  Little  Mermaid)! 
Private  investment  arm,  Shamrock  Holdings! 
($2.8  billion  assets  under  management),  in- 
vests heavily  in  Israel,  California  real  estate. 


Robert  Naif  y 

$1.2  billion 

Movie  theaters.  San  Francisco. 
83.  Widowed,  6  children 
Son  of  Lebanese  immigrant  who  got  into 
movie  business  in  Adantic  City  1912.  Brother 
Marshall  (d.  2000)  and  he  started  as  usher, 
projectionist,  eventually  inherited  entire 
movie  theater  empire.  Purchased  half  of 
United  Artists  Theater  Circuit.  Sold  to  John 
Malone  1986  for  cash,  TCI  stock. 


Edmund  Ansin 

$1.1  billion 

Sunbeam.  Miami  Beach. 
69.  Divorced,  3  children 
Father,  Sydney,  ran  family's  shoemaking 
business,  started  buying  Florida  real  estate 
With  Ed,  bought  Miami  TV  station  for  $3.4) 
million  in  1962.  Ed  took  over  1971.  Dropped 
NBC  affiliation,  revamped  as  tabloid  news 
station.  Applied  same  formula  to  Boston  sta 
tion.  Son  Andrew  runs  Sunbeam  real  estate 
division:  more  than  4  million  square  feet  of 
commercial,  industrial  space,  much  of  it  ini 
Broward  County,  Fla.  Ed  big  donor  to  United 
Way,  Habitat  for  Humanity. 


Big  Apple  CEO  MICHAEL  BLOOMBERG  makes  governing  look  easy. 


Herbert  Siegel 

$1.1  billion 

Television.  New  York  City. 
77.  Married,  2  children 
White-knight  investor  bought  21%  stake  in 
struggling  Warner  Communications  in  early 
1980s.  With  Viacom  formed  United  Para- 
mount Network,  which  lost  $800  million  in 
5  years.  Sold  parent  company  Chris-Craft  to 
Rupert  Murdoch's  News  Corp.  for  $5.3  bil 
lion  in  cash  and  stock,  2001.  On  board  of 
Ted  Forstmann's  (see)  IMG  talent  agency. 
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IT   WAS    NEARLY    IMPOSSIBLE    TO    ROUND  UP 
THREE    OF    MY    CLOSEST  FRIENDS 


But  not  anymore.  12  years  ago,  three  friends 
and  I  took  a  trip  that  has  become  legendary. 
It  was  an  excursion  we  had  talked  about  for 
years.  Great  company,  food,  wine  and  golf. 
It  was  every  guy's  dream.  This  trip  was  so 
amazing,  we  decided  to  come  back  the  next 
year.  And  then  the  next.  And  every  year  we 


PAR  5 
HDCP  2 


planned  this  trip,  it  seemed  more  people 
wanted  to  join  us.  Within  a  few  short  years, 
the  group  had  grown  to  over  40  friends, 
colleagues  and  even  clients.  And  while  we  all 
come  from  different  backgrounds,  for  that 
one  week  a  year,  we  share  a  common  passion. 
A  reverence.  Abond.  We  share  Pebble  Beach. 


J 


PEBBLE  BEACH 

RESORTS' 


The  Lodge  at  Pebble  Beach,  The  Inn  at  Spanish  Bay,  Casa  Palmero,  The  Spa  at  Pebble  Beach, 
Pebble  Beach  Golf  Links,  Spyglass  Hill  Golf  Course  and  The  Links  at  Spanish  Bay 

For  immediate  availability,  please  call  1.800.877.1294  or  '°£  ont°  www.pebblebeach.com 


Pebble  Beach".  Pebble  Beach  Coif  Links*,  Pebble  Beach  Resorts'.  The  Lodge  at  Pebble  Beach™.  The  Inn  al  Spanish  Bay™.  The  L.nk.  al  Spanish  Bay™.  Spyglass  Mil"  Oolf  Count.  The  Spa  al  Pebble  Beach™. 
Caia  Palmero*.  The  Lone  Cypreti™.  The  Heritage  Logo,  and  their  respective  underlying  distinctive  images  are  trademarks,  service  marks,  and  trade  dress  of  Pebble  Beach  Company.  Photo  O2005  Joann  Dost. 


FORBES    400  STAGEHANDS 


Lowry  Mays 


$1.1  billion 

Clear  Channel.  San  Antonio,  Tex. 
70.  Married,  4  children 
Harvard  Business  School  graduate  bought 
first  radio  station  in  1972  with  fellow  Texan 
Red  McCombs  (see).  Expanded  by  turning 
around  distressed  radio  properties.  Took 
public  1984.  Today  Clear  Channel  Commu- 
nications the  nation's  largest  radio  operator: 
1 180  stations,  billboards,  concert  venues.  Son 
Mark  serves  as  chief  executive,  having  taken 
over  after  Lowry  was  hospitalized  in  April 
2004  with  a  blood  clot  in  the  brain.  Goes  to 
office  a  few  days  a  week,  attends  board  meet- 
ings, earnings  calls. 

Dwight  Opperman 

$975  million 
Publishing.  Dellwood,  Minn. 
82.  Widowed,  2  children 
Rose  from  the  bottom  at  legal-document 
publisher  West  Publishing  (text  publishing, 
then  WestLaw  database),  took  control  1968. 
Sold  to  Thompson  Corp.  for  $3.4  billion 
1996.  Moved  assets  into  Key  Investment 
holding  company  (publishing,  medical 
tech)  run  by  son,  Vance,  who  also  moon- 
lights as  Democratic  Party  functionary, 
fundraiser.  Dwight  has  donated  more 
than  $50  million  to  alma  mater,  Drake 
University. 

Robert  F.X.  Sillerman 

$975  million 

Entertainment.  New  York  City. 
57.  Married,  1  child 
Native  New  Yorker  amassed  fortune  buying 
and  selling  media  properties.  Biggest  hits: 
sold  SFX  Broadcasting  (71  radio  stations) 
to  buyout  shop  Hicks  Muse  for  $2.1  billion 
1998;  unloaded  SFX  Entertainment  (con- 
cert promotion,  sports  agencies)  to  Clear 
Channel  for  $4.4  billion  in  2000.  Latest 
vehicle:  CKX.  Bought  Elvis  Presley  estate, 
TV  hit  American  Idol.  Inveterate  dealmaker 
even  made  money  on  Broadway  with 
The  Producers.  Nourishes  impresario  image: 
refuses  to  reveal  what  his  trademark  "X" 
stands  for. 


NEW 


With  Star  Wars  wrapped, 
GEORGE  LUCAS  can  get 

back  to  the  adventures  of 
Indiana  Jones. 


Joseph  Mansueto 

$900  million 

Morningstar.  Chicago. 

49.  Married,  3  children 
U.  of  Chicago  grad  founded  mutual  fund 
monitor  Morningstar  with  $80,000  m  1984. 
Turned  quarterly  publication  into  ratings 
giant  with  5-star  rankings.  Named  company 
after  final  line  of  Thoreau's  Walden:  "The 
sun  is  but  a  morning  star."  Works  in  cubicle 
alongside  employees.  Took  public  in  May. 
Stock  up  10%,  but  SEC  investigation  into 
company's  401  (k)  plan  could  drag  it  down. 
Expanding  publishing  portfolio:  in  lune 
bought  Fast  Company  and  Inc.  magazines  for 
$35  million;  owns  50%  of  hometown  going- 
out  guide  TimeOut  Chicago. 


Gary  Magness 

$900  million 
Inheritance.  Denver,  Colo. 
51.  Divorced,  remarried;  3  children 
Son  of  Bob  Magness  (d.  1996),  who  made 
TCI  into  nation's  largest  cable  company.  In- 
herited hundreds  of  millions  in  stock,  thanks 
to  TCI-AT&T  merger  1999,  headaches  from 
estate  battle  with  father's  second  wife, 
Sharon,  and  former  TCI  front  man  John 
Malone.  Setded  differences  last  year  before 
sorting  out  estate  of  deceased  elder  brother, 
Kim.  Low-profile  heir  busy  diversifying  eq- 
uity portfolio  into  real  estate,  oil  and  gas. 
Wife,  Sarah,  takes  spotlight  as  founder  of 
clothing  brand  So  Low,  contemporary 
women's  sportswear,  jeans. 
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WELLS  ADVANTAGE 
FARGO  FUNDS 


Are  you  missing  out  on  some 

of  the  biggest  news  in  mutual  funds? 


120  funds.  Over  $100  billion  in  assets*  Three  decades  of  experience. 
Yet  we're  still  one  of  the  best-kept  secrets  in  the  investment  world. 

Finding  the  right  investment  for  your  portfolio  doesn't  have  to  be  difficult.  Just  look  to 
Wells  Fargo  Advantage  Funds™. 

We  offer  a  dynamic  array  of  investment  solutions  to  meet  almost  any  need.  From  stock  to 
fixed  income  to  money  market  to  asset  allocation,  each  of  our  funds  is  unique  with  the  exception 
of  one  shared  quality  —  the  focused  guidance  of  an  independent  money  manager  we  consider 
among  the  best  at  what  they  do.  It's  this  leadership  style  that  helps  set  us  apart. 

At  Wells  Fargo  Advantage  Funds,  we  search  for  managers  from  across  the  investment  industry 
looking  for  leaders  with  highly  specialized  expertise  in  their  fields.Then  we  give  them  the  freedom 
to  thrive.The  result  is  a  family  of  funds  with  managers  dedicated  to  a  specific  investment  style 
and  the  pursuit  of  consistent,  long-term  results.  It's  an  approach  guided  by  the  distinguished 
150-year  heritage  of  Wells  Fargo. 

To  learn  more  about  Wells  Fargo  Advantage  Funds ,  visit  www.wellsfargo.com/advantagefunds 
or  talk  to  your  investment  professional.  You'll  discover  that  the  right  investment  for  your  portfolio 
is  actually  quite  easy  to  find. 

more  complete  information  about  the  Wells  Fargo  Advantage  Funds,  obtain  a  current  prospectus  by  calling  1-800-222-8222, 
'isiting  www.wellsfargo.com/advantagefunds,  or  by  contacting  your  investment  professional.  Consider  the  investment 
ctives,  risks,  charges,  and  expenses  of  the  investment  carefully  before  investing.  This  and  other  information  about 
Is  Fargo  Advantage  Funds  can  be  found  in  a  current  prospectus.  Please  read  it  carefully  before  investing. 


NOT  FDIC-IN5URED  •  NO  BANK  GUARANTEE  •  MAY  LOSE  VALUE 


If  6/30/05. 

.  Fargo  Funds  Management,  LLC,  a  wholly-owned  subsidiary  of  Wells  Fargo  &  Company,  provides  investment  advisory  and  administrative  services 
ie  Wells  Fargo  Advantage  Funds.  Other  affiliates  of  Wells  Fargo  &  Company  provide  sub-advisory  and  other  services  for  the  Funds.  The  Funds  are 
buted  by  Wells  Fargo  Funds  Distributor,  LLC,  Member  NASD/SIPC,  an  affiliate  of  Wells  Fargo  &  Company. 
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YOU  KNOW  THE  OLD  SAW:  THE  HOUSE  ALWAYS  WINS.  CONSIDER  THESE 
BILLIONAIRES  "THE  HOUSE."  THEY  TAKE  YOUR  MONEY  AT  THE  TABLES,  IN  YOUR 
SUITE  AND  AT  THE  NIGHTCLUBS.  THEY  EVEN  TAKE  IT  ON  THE  INTERNET. 


Sheldon  Adelson 

$11.5  billion 
Casinos,  hotels.  Las  Vegas. 
72.  Divorced,  remarried;  5  children 
Cabdriver's  son  hit  jackpot  in  December 
public  offering  of  Las  Vegas  Sands;  com- 
pany's stock  surged  61%  on  first  day  of  trad- 
ing, net  worth  up  nearly  fourfold  from  a  year 
ago.  Owner  of  Venetian  casino  in  Las  Vegas 
also  entrenched  in  Asian  gambling  mecca 
Macau:  $265  million  Sands  Macau  casino 
opened  in  May  last  year,  entire  investment 
recouped  in  first  year.  Ramping  up  con- 
struction on  Cotai  Strip:  $6  billion  project 
will  put  7  hotel-casinos  between  Macau's 
2  islands,  Taipa  and  Coloane,  and  become 
epicenter  of  Chinese  convention  universe.  In 
Vegas,  building  the  Palazzo,  $1.8  billion 
casino,  next  to  Venetian.  Broadway  enthusi- 
ast studied  voice  in  teens,  plans  to  bring  The 
Phantom  of  the  Opera  to  Vegas  in  2006.  Made 
first  fortune  in  trade  shows,  selling  Comdex 
to  Softbank  for  $862  million  1995. 


Kirk  Kerkorian 

$10  billion 

Casinos,  investments. 

Las  Vegas;  Los  Angeles. 
88.  Thrice  divorced,  2  children 
Low-key  investor  with  eighth-grade  educa- 
tion scored  big  with  $7.9  billion  takeover  of 
Mandalay  Bay  Resorts  last  year.  MGM  Mirage 
now  owns  more  than  half  the  hotel  rooms  on 
the  Las  Vegas  Strip.  Stock  up  100%  in  the  past 
year.  Born  in  Fresno  to  Armenian  immi- 


grants, flew  planes  across  Atlantic  during 
World  War  II.  First  fortune:  selling  Trans 
International  Airlines  for  $104  million  profit 
in  the  1960s.  Invested  proceeds  in  Sin  City: 
acquired  Flamingo  hotel  1967,  built  Interna- 
tional hotel  1969.  Sold  both  properties  to 
Hilton  Hotels  in  1970.  Built  first  MGM  Grand 
(now  Bally's),  opened  second  incarnation 
1993.  Took  over  Steve  Wynn's  (see)  Mirage 
Resorts  in  $6.4  billion  buyout  2000.  Longtime 
romance  with  MGM  movie  studio  now  over: 
3-time  studio  owner  closed  $5  billion  deal 
with  Sony,  3  private-equity  firms  and  cable 
giant  Comcast  in  April;  netted  $1.8  billion. 
Former  DaimlerChrysler  shareholder  now 
buying  General  Motors  stock;  owns  9.5% 
stake.  Tennis  junkie,  said  to  play  every  day. 


William  Cook 

$3.2  billion 

Medical  devices.  Bloomington,  Ind. 
74.  Married,  1  child 

Medical  device  tinkerer  created  new 
cardiovascular  catheter  with  $1,500 
blowtorch,  soldering  iron  and  plastic 
tubing.  Cook  Inc.  later  branched  out 
with  pacemakers,  syringes,  stents.  Rival 
Guidant  proposed  $3  billion  buyout  in 
2003;  deal  fell  through.  Onetime  Chicago 
cabbie  still  arrives  at  5  a.m.  for  work. 
Recently  caught  the  gambling  bug:  plans 
to  renovate  2  hotels  and  build  $250  mil- 
lion, 80,000-square-foot  nautical-theme 
casino  in  French  Lick,  Ind.  Charitable 
giving  through  Cook  Group  Orange 
County  Holdings. 


Ruth  Parasol 

$1.8  billion 

Online  gaming.  Gibraltar. 
38.  Married,  2  children 


NEW 


J.  Russell  DeLeon 

$1.8  billion 

raiiaPKll  Online  gaming.  Gibraltar. 
ImM'A'I  39.  Married,  2  children 
Husband-and-wife  team  each  own  16%  ol 
Internet  poker  site  PartyGaming.  Lawyer 
Parasol  studied  at  U.  of  San  Francisco,  served 
as  adviser  for  father's  phone-sex-chat  busi- 
ness. Moved  to  Internet  porn  sites;  litigation 
threats  prompted  switch  to  online  gambling. 
Launched  Starluck  Casino  1997.  With  part- 
ners developed  online  casino  software; 
enabled  gamblers  around  the  world  to  play 
one  another  in  poker.  Problem:  80%  of  cus- 
tomers live  in  America,  where  online  gam- 
bling is  illegal.  Solution:  don't  operate  on 
U.S.  soil;  servers,  employees  based  in  Gibral- 
tar, India,  England,  the  Caribbean.  Took 
public  on  London  exchange  in  June;  stock 
down  48%  since  Sept.  6  announcement  of 
slower  revenue  growth  and  increased  com- 
petition. But  sales  robust:  up  1,900%  in  last 
2  years.  Parasol  and  DeLeon  no  longer  ac- 
tive in  management;  still  serve  as  consultants. 


Stephen  Wynn 

$1.8  billion 

Casinos,  hotels.  Las  Vegas. 
63.  Married,  2  children 
In  April  the  casino  visionary  opened  Wynni 
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Casino  impresario  STEVE  WYNN  made  his  mark  on  the  Strip  with  the  Mirage  and  the  Bellagio.  His  new  casino  takes  luxury  up  a  floor. 


Las  Vegas  resort  to  great  fanfare:  $2.7  billion 
complex  boasts  2,700  rooms,  Ferrari  dealer- 
ship, permanent  space  for  Wynn's  vaunted 
art  collection.  Golf  course  commands  $500 
per  round  green  fee.  Son  of  bingo  parlor  op- 
erator became  keno  manager  at  Frontier 
Hotel  in  Las  Vegas.  Bought  Golden  Nugget 
casino  before  building  the  Mirage,  Treasure 
Island  and  Bellagio  theme  resorts.  Sold  Mi- 
rage to  Kirk  Kerkorian  for  $6.4  billion  in 
2000.  Took  Wynn  Resorts  public  2002:  stock 
up  280%  since  offering.  Emphasis  on  enter- 
tainment: enticed  Siegfried  &  Roy  to  Mirage, 
brought  Cirque  du  Soleil  to  Sin  City,  luring 
Broadway  to  the  Strip  with  Avenue  Q.  Also 
setting  sights  on  Asia.  Building  Wynn  Macau, 
$700  million  casino  in  Far  East  gambling 
mecca;  plans  to  open  next  fall.  Also  gunning 
for  gaming  license  in  Singapore. 


Gaming  acquired  Coast  Casinos  for  $1.3  bil- 
lion. Stock  up  170%  since.  Father,  Sam 
(d.  1993),  came  to  Vegas  1941  with  $80,  got 
start  running  roulette  wheel;  saved  half  of 
what  he  made.  Invested  $16,000  in  Sahara 
hotel  1952;  eventually  became  general  man- 
ager at  Mint  hotel.  Son  Bill  cofounded  Boyd 
Gaming  1974  with  dad.  Appointed  supervi- 
sor of  Stardust  casino  by  state  of  Nevada 
after  skimming  scandal  1984.  Took  company 
public  9  years  later;  today  operates  casinos 
in  Nevada,  Mississippi,  Louisiana,  Illinois, 
Indiana,  New  Jersey.  Also  owns  22%  stake  in 
Western  Alliance  Bancorp. 


William  Boyd 

$1.4  billion 

Casinos,  banking.  Las  Vegas. 

73.  Divorced,  3  children 

Casino  kingpin  kick-started  gaming  industry 

consolidation  frenzy  last  year  when  his  Boyd 


Phillip  Ruff  in 

$1.3  billion 
Casinos,  real  estate. 

Wichita,  Kans.;  Las  Vegas. 
69.  Divorced,  3  children 
Dropped  out  of  college  to  flip  burgers. 
Saved  money,  invested  in  oil,  real  estate. 
Now  owns  41  acres  on  Las  Vegas  Strip, 
home  to  New  Frontier  hotel/casino.  Land 
alone  worth  about  $1  billion.  Recently- 
unveiled  plans  to  knock  down  the  New 


Frontier  and  build  new  $1.5  billion  resort  in 
its  place.  Side  bet:  partnering  with  Donald 
Trump.  Pair  broke  ground  on  64-story 
Trump  International  Hotel  8c  Tower;  plans 
for  second  tower  in  the  works.  Other  hold- 
ings: convenience  stores,  hand-truck  man- 
ufacturer. Outside  of  Vegas,  pushing 
approval  for  slot  machines  at  his  2  grey- 
hound racetracks  in  Kansas. 

William  Barron  Hilton 

$1  billion 

Hotels,  casinos.  Los  Angeles. 
77.  Widowed,  8  children 
Son  of  hotel  impresario  Conrad  Hilton, 
joined  company  after  stint  as  WWII  Navy 
photographer.  Rose  from  elevator  operator 
to  president  1966;  chairman  1979.  Hotel 
chain  now  one  of  the  largest  in  the  U.S.: 
2,300  hotels,  70,000  employees.  Sold  stake 
in  pro  football  San  Diego  Chargers, 
invested  proceeds  in  casinos.  Now  owns  big 
stake  in  Harrah's  Entertainment;  company 
owns  most  casinos  on  Vegas  Strip.  As 
celebrity  granddaughter  Paris  would  say, 
"That's  hot." 
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CORPORATE  RAIDERS,  LEVERAGED-BUYOUT  ARTISTS,  SHAREHOLDER 
ACTIVISTS.  THESE  DEALMAKERS  ALL  HAVE  ONE  THING  IN  COMMON: 
THEY  POSSESS  A  KEEN  ABILITY  TO  MAKE  A  BUCK. 


Carl  Icahn 

$8.5  billion 

Leveraged  buyouts,  hedge  funds. 

New  York  City. 

69.  Divorced,  remarried;  2  children 
Obsessive  corporate  raider  up  to  old  tricks 
with  purchase  of  a  small  stake  in  Time 
Warner;  trying  to  strong-arm  media  giant 
into  dumping  publishing  assets  and  buying 
back  $20  billion  in  stock.  "Shareholder  ac- 
tivist" grew  up  middle  class  in  NYC's 
Queens.  Studied  psychology  at  Princeton, 
then  NYU  med  school;  dropped  out  because 
he  didn't  like  working  with  corpses.  Got  job 
as  stockbroker  for  Dreyfus  &  Co.;  moved 
into  securities  arbitrage.  Borrowed  to  buy 
NYSE  seat  1968;  bought  firms,  forced  man- 
agers to  improve,  buy  him  out  or  spin  off  at 
profit.  Big  scores  in  1980s  with  takeovers  of 
Texaco,  USX.  Latest  vehicle:  hedge  funds. 
Icahn  Partners  fund  manages  $2.5  billion  in 


assets.  Also  owns  Las  Vegas'  tallest  casino,  the 
Stratosphere,  through  stake  in  American 
Real  Estate  Partners;  shares  worth  $2  billion. 


Philip  Anschutz 

$7.2  billion 
Investments.  Denver. 
65.  Married,  3  children 
Father  owned  contract  drilling  company. 
Phil  bought  dad  out  1961,  struck  big  in 
Wyoming,  Utah.  Moved  into  stocks,  real  es- 
tate, railroads.  Laid  fiber  along  rail  lines,  took 
public  as  Qwest  Communications.  Now  runs 
wide-ranging  empire  in  telecom,  sports,  en- 
tertainment. Biggest  holding:  theater  chain 
Regal  Cinemas.  Also  owns  LA's  Staples 
Center,  stakes  in  pro  basketball's  LA  Lak- 
ers, hockey's  Kings.  Promotes  family-val- 
ues agenda  through  various  motion  picture 
projects.  Next  film:  C.S.  Lewis'  The  Lion,  The 
Witch  and  the  Wardrobe. 


Ronald  Perelman 

$6  billion 

Leveraged  buyouts.  New  York  City. 
62.  Thrice  divorced,  remarried;  6  children 
Leveraged-buyout  king  is  all  smiles:  won  $1.6 
billion  lawsuit  against  Morgan  Stanley  in 
May  over  botched  Sunbeam-Coleman  ac- 
quisition (see  story,  p.  50).  lury  said  invest- 
ment bank  cooked  documents  to  entice 
Perelman  to  sell  camping  gear  outfit  Cole- 
man to  Sunbeam  in  1998;  company  folded, 
lost  $680  million.  Wharton  grad  bought  $1.9 
million  stake  in  jewelry  distributor  1978;  sold 
to  Sam  Walton  7  years  later.  Built  holding 
company  MacAndrews  8c  Forbes  using  blind 
pools  of  high-yield  debt  courtesy  of  Michael 
Milken  (see).  Bought  undervalued  assets,  di- 
vested all  but  cash  cows,  reinvested  in  biggei 
companies.  Bought  Revlon  1985.  Stake  once 
worth  billions  today  worth  $670  million.  Un- 
derwent face-lift  last  year  with  massive  stock- 
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making  a  big  splash  in  shipping,  when  not 
sailing  on  boats  of  his  own. 


virginatlantic.com 
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for-bonds  swap,  reduced  debt  load  by  $900 
million.  Most  lucrative  deal:  selling  Golden 
State  Bancorp  to  Citigroup  for  $6  billion  in 
2002;  stake  now  worth  $1.6  billion.  Other 
winners:  New  World  Entertainment,  Con- 
solidated Cigars.  Owns  stakes  in  Scientific 
Games,  Panavision,  AM  General.  Married  to 
actress  Ellen  Barkin,  good  friends  with 
rocker  Jon  Bon  Jovi. 


Eli  Broad 

$5.5  billion 

Investments.  Los  Angeles. 

72.  Married,  2  children 

Bought  first  real  estate  property  at  age  20. 

Cofounded  Kaufman  &  Broad  with  $25,000. 


Became  one  of  nation's  biggest  home 
builders,  supplying  parents  of  baby  boomers 
with  affordable  housing.  Bought  Sun  Life  In- 
surance 1971;  renamed  SunAmerica,  focused 
on  retirement  market.  Sold  to  American  In- 
ternational Group  in  1998  for  $18  billion. 
Big  art  collector,  benefactor:  recently  gave 
$60  million  to  the  Los  Angeles  County  Mu- 
seum of  Art.  Other  giving  steered  to  educa- 
tion via  the  Broad  Foundation. 


H.  Ross  Perot 

$4.2  billion 

Computer  services,  real  estate.  Dallas. 

75.  Married,  5  children 

Former  IBM  salesman  founded  Electronic 


Data  Systems  1962,  sold  to  General  Mo- 
tors for  $2.5  billion  in  1984.  Founded  rival 
information  services  firm  Perot  Systems 
in  1988.  Stepped  down  for  politics  in  1992, 
making  2  unsuccessful  bids  for  presidency; 
warned  of  job  losses  from  free  trade  agree- 
ments. Since  then  Perot  Systems  set  up 
subsidiaries  in  India.  Chairman  emeritus 
spends  time  supporting  military  veterans. 
Son  Ross  Perot  Jr.  stepped  down  from  top 
spot  at  dad's  company  last  year,  still  heads 
Dallas  real  estate  firm  Hillwood  Develop- 
ment. Money  management  firm  Perot 
Investments  lead  investor  in  new 
intellectual-property  fund. 


David  Murdock 

$4  billion 

Investments.  Los  Angeles. 

82.  Thrice  divorced,  widowed;  3  children 

(2  deceased) 

Ninth-grade  dropout  pumped  gas  until 
drafted  by  Army  in  1943.  Moved  to  Detroit 
after  World  War  II,  borrowed  $1,800  to  buy 
diner,  sold  for  modest  profit.  Turned  to 
building  homes  in  Arizona;  lost  out  in  real 
estate  crash  of  1964.  To  southern  California, 
bought  more  property.  Then  leveraged  buy- 
outs: Casde  &  Cooke  (Hawaiian  real  estate), 
Dole  Food  (bananas).  GOP  fundraiser  also 
holds  stake  in  Pacific  Holdings,  conglomer- 
ate owns  largest  chassismaker  in  the  U.S. 
New  interests:  health  and  nutrition;  plans  to 
redevelop  5.8-million-square-foot  factory 
complex  in  Kannapolis,  N.C.  into  biotech  re- 
search center.  Orchid  breeder  lined  the  gar- 
dens of  his  estate  with  over  300  boulders 
mined  from  Thailand's  River  Kwai. 


Lester  Crown  &  family 

$4  billion 

Investments.  Wilmette,  III. 
80.  Married,  7  children 
Financier  father,  Henry  Crown  (d.  1990),  cre- 
ated Material  Service  with  2  brothers  in  1919 
after  being  fired  from  $4-per-week  job.  Built 
into  multimillion-dollar  business;  merged 
with  General  Dynamics  1959.  Today  Lester 
retains  big  stake  of  General  Dynamics;  stock 
in  Hilton  Hotels,  Alltel.  Also  big  stake  in  May- 
tag, appliance  outfit  purchased  by  Whirlpool 
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for  $1 .7  billion  in  August.  Activist  spends  free 
time  solving  global  problems:  chairs  Chicago 
Foreign  Relations  Council,  sits  on  board  of 
Aspen  Institute.  Competitive  edge  kept  sharp 
with  stakes  in  baseball's  New  York  Yankees, 
basketball's  Chicago  Bulls. 

Preston  Robert  Tisch 

$3.9  billion 

Loews.  New  York  City. 
79.  Married,  3  children 


(Diamond  Offshore  Drilling),  tobacco 
(Lorillard).  Larry  long  known  for  bearish 
pessimism,  informal  but  tightfisted  man- 
agement style.  Still  a  family  business: 
Wilma's  son  lames  now  commands  Loews 
Corp.;  Preston's  son  Jonathan  heads  Loews 
Hotels.  Preston:  onetime  Postmaster  Gen- 
eral of  the  U.S.,  co-owner  New  York  Giants 
pro  football  franchise.  Family  donations  to 
NYU  exceed  $100  million. 


Wilma  S.  Tisch  &  family 

$1.2  billion 

Loews.  New  York  City. 
79.  Widowed,  4  children 
Surviving  widow  and  brother  of  famed  in- 
vestor Laurence  Tisch  (d.  2003).  Brooklyn- 
born  siblings  started  in  real  estate:  bought 
New  Jersey  hotel  in  1946,  started  leasing 
hotels  in  Atlantic  City.  Later  owned  NYC's 
Drake,  Belmont  Plaza,  Regency.  Took 
control  of  Loews  Theatres  1959;  diversified 
interests  now  include  insurance  (CNA 
Financial),  watches  (Bulova),  oil  drilling 


Henry  Hillman 

$2.7  billion 

Industrialist,  venture  capitalist  Pittsburgh. 
86.  Married,  4  children 
Heir  to  steel-and-coke  fortune  steered 
family  firm  into  real  estate,  venture  capi- 
tal. Early  backer  of  Kleiner  Perkins, 
Kohlberg  Kravis  Roberts,  co-owner  of 
downtown  Pittsburgh's  PPG  Place.  Now 
developing  golf-based  luxury  resort  and 
residential  properties.  Stepped  down  as 
chairman  of  the  Hillman  Company  in 
2004.  Recently  donated  $20  million  to 
cancer  research,  $10  million  to  Children's 


Hospital  of  Pittsburgh. 

Harold  Simmons 

$2.6  billion 
Investments,  Dallas. 
74.  Twice  divorced,  remarried;  4  children 
Schoolteacher's  son  and  erstwhile  bank  ex- 
aminer made  big  bucks  betting  on  drugstore 
in  1961;  built  into  100-store  chain  before 
selling  to  Eckerd  for  $50  million  12  years 
later.  Through  publicly  traded  Valhi,  invests 
in  metals,  titanium,  waste  management.  Won 
big  with  oil  and  gas  investments  via  Boone 
Pickens'  (see)  investment  fund.  Friend  of 
Oprah,  supports  cancer  care,  research  at  the 
U.  of  Texas  Southwestern  Medical  Center. 


Dennis  Washington 

$2.5  billion 

Construction,  mining,  transportation. 

Missoula,  Mont. 
71.  Married,  2  children 
High  school  graduate  and  self-made  indus- 
trialist made  fortune  in  construction  (Wash- 


Computer  guy  and  superpatriot  ROSS  PEROT  never  won  the  White  House  but  still  finds  ways  to  support  the  families  of  soldiers. 
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The  money  man  behind  Dole  Foods,  DAVID 
MURDOCH,  is  converting  an  old  factory  in 

Kannapolis,  N.C.  into  a  biotech  center. 


ington  Group  International),  mining  (cop- 
per in  Butte,  Mont.)  and  transportation 
( 1,000-mile-long  Montana  Rail  Link).  Owns 
largest  tug  and  barge  company  in  Canada; 
investor  in  Seaspan  Corporation,  line  of  23 
container  ships  profiting  from  China  trade. 


Ronald  Burkle 

$2.3  billion 

Supermarkets,  investments.  Los  Angeles. 
52.  Divorced,  3  children 
Former  bag  boy  founded  investment  com- 
pany Yucaipa  1986;  made  fortune  with 
leveraged  buyouts  of  supermarket  chains 
Fred  Meyer,  Jurgensen's,  Ralph's.  Deal- 
making  ever  since.  Recent  transactions: 
invested  $100  million  in  Sean  (P.  Diddy) 
Combs'  Sean  John  clothing  line;  sold 
majority  stake  in  food  supplier  Golden 
State  Foods  to  Wetterau  Associates,  of  St. 
Louis,  for  $110  million.  Last  year  merged 
Alliance  Entertainment  with  publicly 
traded  Source  Interlink.  Also  big  stake  in 
Pathmark  grocery  stores.  Longtime  Demo- 


cratic fundraiser  a  close  friend  of  Bill  Clin- 
ton; former  President  calls  Burkle's-  757  pri- 
vate jet  "Ron  Air." 


Richard  Rainwater 

$2.3  billion 

Real  estate,  energy,  insurance. 

Fort  Worth,  Tex. 
61.  Married,  3  children 
Affable  investor  got  start  managing  Bass 
family's  $50  million  portfolio  in  1970;  lost 
money  first  2  years,  better  tidings  buying 
large  Disney  stake  in  1984.  Left  2  years  later, 
cofounded  Columbia  Hospital  1987;  bought 
Thomas  Frist's  (see)  Hospital  Corp.  of  Amer- 
ica 1994.  Recently  shedding  certain  assets: 
"Natural  resources  and  oil  have  been  good 
to  me,  but  the  big  money  to  be  made  in 
those  sectors  is  all  over."  Owns  7.5%  of  be- 
leaguered telecom  Global  Crossing,  chairs 
Crescent  Real  Estate  Equities;  REIT  owns  75 
office  buildings  in  Houston,  Dallas.  Wife, 
Darla  Moore,  dealmaker  in  her  own  right, 
managing  sizable  assets  since  1994.  Donated 
more  than  $70  million  to  U.  of  South  Car- 
olina's business  school. 


Peter  Kellogg 

$2.2  billion 

Investments.  Short  Hills,  N.J. 
63.  Married,  3  children  (1  deceased) 
Father,  James,  joined  Wall  Street  specialist 
firm  in  1945;  became  Spear,  Leeds  &  Kellogg 
1954,  nation's  largest  specialist  on  the  New 
York  Stock  Exchange.  Peter  joined  as  direc- 
tor 1973;  made  money  on  the  side  investing 
in  Alex.  Brown,  National  Discount  Brokers. 
Sold  Spear,  Leeds  &  Kellogg  to  Goldman 
Sachs  in  2000  for  $5.5  billion.  Other  stakes  in 
laser  imaging  (Presstek),  paper  (Mercer  In- 
ternational), MFC  Bancorp. 


Clemmie  Spangler  Jr. 

$2.2  billion 

Investments.  Charlotte,  N.C. 
73,  Married,  2  children 
North  Carolina  native  studied  at  UNC 
undergrad,  then  Harvard  M.B.A.  Saved  fail- 
ing Bank  of  North  Carolina,  started  by 
father,  before  it  merged  with  NCNB  in  1982 


(now  Bank  of  America).  Still  owns  32  mil 
lion  BofA  shares  worth  $1.4  billion.  Othe 
investments:  drywall  maker  National  Gyp 
sum,  CD.  Spangler  Construction.  Lovel 
keeping  business  private:  "People  don' 
read  about  your  mistakes."  Unwinds  b 
repairing  grandfather  clocks. 


Carl  Lindner  &  family 

$2  billion 

Investments.  Cincinnati,  Ohio. 
86.  Married,  3  children 
Dropped  out  of  school  age  1 4,  worked  as  , 
milk  delivery  boy  for  family  dairy  during  De 
pression.  Opened  ice  cream  shop  with  '. 
brothers  and  $1,200  in  1940,  grew  int< 
United  Dairy  Farmers  chain.  Now  run  b; 
brother  Robert,  today  operates  more  thai 
200  stores.  Acquired  S&Ls  1959;  diversified 
into  insurance  1971.  With  sons  owns  42°/ 
of  American  Financial  Group.  Co-owner  o 
pro  baseball's  Cincinnati  Reds  donates  tick 
ets  to  students,  civic  workers.  Still  no  plans  tc 
retire.  "My  main  hobby  is  working.  I  lovi 
what  I  do." 


ROBERT  FRIEDLAND  stumbled  on  nickel 
while  digging  for  diamonds.  Now  he  mines 
copper  and  gold  in  Mongolia. 
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White  sand  soft  as  baby 
powder  and  gentle 
turquoise  waters  dotted 
every  so  often  with  starfish 
have  earned  Grace  Bay  — 
located  on  Providenciales, 
the  most  populous  of  the 
Turks  ScCaicos  Islands  — 
a  reputation  as  one  of  the 
world's  best  beaches.  What 
really  makes  this  1 2 -mile- 
long  beach  special,  though, 
is  the  sense  that  you're  in 
one  of  the  few  places 
around  the  globe  that  has 
been  left  unspoiled. 
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is  why  the  Turks  &  Caicos,  a  nation 
of  more  than  40  mostly  uninhabited  islands,  has  become 
one  of  the  world's  most  sought-after  tourist  and  investment 
destinations.  Located  in  the  North  Atlantic  at  the  south- 
eastern end  of  the  Bahamian  archipelago,  the  Turks  &  Caicos 
are  just  over  an  hour  from  Miami  by  air.  Yet  the  islands'  first 
resort  was  not  built  until  1985,  and  vacationers  only  recently 
began  to  discover  what  Turks  &  Caicos  has  to  offer. 
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/  ■   low-density,    high-end    strategy  has 
I     m    ensured  that  Grace  Hay,  though  il  is  the 
j  nation's  most  developed  resort  area,  is 

Jk  a  relaxing  vacation  escape.  Its  luxu- 

rious hotels,  villas  and  condominiums  -  including 
some  that,  like  the  beach  itself,  travel  connoisseurs 
have  rated  among  the  world's  finest  —  have  been  taste- 
fully designed  to  defer  to  the  natural  beauty  around 
them.  Skilled  chefs  prepare  fresh  local  conch,  lobster 
and  grouper,  which  charming  waitstaff  then  serve  up 
under  the  stars.  Nearby  are  opportunities  for  deep-sea 
fishing,  diving,  sailing  and  windsurfing. 


PARROT  CAY 


NORTH  CAICOS 

MIDDLE  CAICOS 


EAST  CAICOS 


PROVIDENCIALES 


GRAND  TURK 


SOUTH  CAICOS 


The  ^v^rytku^  islands 


SALT  CAY 


With  2  30  miles  ol  white-sand  beaches, 
most  undeveloped,  Turks  &  Caicos  holds 
promise  for  resorts,  second  homes  or 
high-end  condo-hotels.  Opportunities  also 
abound  in  transport,  services,  medical  care, 
education,  agriculture  and  fishing,  as  well  as 
in  high-value,  value-added  and  specialty  light 
manufacturing.  The  islands'  sophisticated 
financial  services  industry  offers  traditional 
investments  and  asset  management. 

A  stable  political  culture  and  liberal 
economy  make  for  an  investment  climate  as 
balmv  as  the  weather.  A  British  overseas  ter- 
ritory that  has  been  self-governing  since 
1 976,  Turks  &  Caicos  uses  English  common 
law,  which  U.S.  investors  will  find  com- 
fortingly familiar.  Crime  is  very  low,  the 
currency  is  the  U.S.  dollar  and  there  are  no 
foreign  exchange  controls  or  restrictions 
on  foreigners  owning  land.  There  are  no 
taxes  on  income,  property  or  capital  gains. 

"Here  in  Turks  &  Caicos,  the  govern- 
ment is  friendly  and  open  for  business  and 
for  investment,  with  policies  that  are  clear, 


Grand  Turk  649.946.2058  or  tcinvest@tciway.tc 
Providenciales  649.941.8465  or  tcinvestpls@tciway.tc 
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firm  and  fair.  Investors  know  what  the  rules  are  when  they 
come  in  and  that  the  environment  is  secure,"  says  Chief  Minister 
Michael  Misick.  "We  welcome  people  to  come  here  and  build 
something  special." 

Welcoming  Investment 

From  providing  a  solid  regulatory  environment,  to  providing  gen- 
erous tax  incentives,  to  investing  in  needed  infrastructure,  the 
government  has  worked  to  make  investors  feel  at  home.  It  is 
investing  hundreds  of  millions  of  dollars  in  modernizing  infra- 
structure like  roads  and  ports,  airport  upgrades  and  bridges 
facilitating  movement  among  the 
islands.  Within  two  years,  the  runway 
at  die  Providenciales  Airport  will  be 
extended  to  accommodate  jumbo 
jets,  making  it  possible  to  add  direct 
flights  to  Europe.  Two  new  state-of- 
the-art  hospitals  will  upgrade  the 
level  of  medical  care  av  ailable  to  res- 
idents and  visitors  who  want  a  relax- 
ing place  to  recover  from  surgery. 

Literacy  is  nearly  universal,  but 
the  government  is  putting  tens  of 
mil  Hons  of  dollars  into  education  to  make  sure  that  it  has  the 
human  resources  to  sustain  a  growing  economy.  Each  year,  a 
$  1 5  million  scholarship  program  sends  more  than  300 
Belongers  —  as  Turks  &  Caicos  natives  are  known  —  to  study 
at  over  100  U.S.  and  Caribbean  education  institutions. 

To  expand  higher  education  opportunities  bevond  the  existing 
community  college  in  Grand  Turk  and  create  a  four-vcar  degree 
program,  the  government  is  actively  seeking  partnerships  with 
U.S.  universities.  It  points  to  the  precedent  set  by  Boston 
University's  School  for  Field  Studies,  which  runs  a  successful 
marine  research  center  on  South  Caicos.  Because  it  has  become 
more  difficult  to  get  visas  to  study  in  the  United  States,  a  satellite 
campus  for  an  American  university  could  attract  students  from 
around  the  world. 


Finally,  Turks  &  Caicos  has  insti- 
tuted a  year-round  training  program 
to  prepare  Belongers  for  the  dramat- 
ic growth  in  tourism .  Everyone  who 
applies  for  a  business  license  must  study  customer  relations,  cul- 
ture, history  and  geography. 

Strong  economic  growth  consistently  generates  a  budget  sur- 
plus that  makes  it  easy  for  the  government  to  afford  this  invest- 
ment. "Generally,  the  Turks  &  Caicos  Islands  is  enjoying  a  robust 
economy,  with  economic  growth  averaging  in  the  double-digit 
area  for  the  last  five  years.  We  anticipate  that  level  of  growth  to 
continue  for  the  ensuing  1 0  years  or  so  because  a  lot  of  interest 
has  been  generated,  particularly  in  the  area  of  tourism,"  says 
Deputy  Chief  Minister  and  Minister  of  Finance  Floyd  Hall. 

Should  it  need  to,  Turks  &  Caicos  has  ample  room  to  borrow. 
National  debt  is  only  S43  million,  less  than  15%  of  GDP,  and, 
underpinned  by  a  strong  economy,  Turks  and  Caicos  is  able  to 
keep  the  cost  of  funds  low. 

(Continued  on  page  6) 


TCI  Exempt  Companies.  Also  known  as  International 
Business  Companies  (IBCs),  these  offshore  companies 
pay  no  taxes  on  gains  generated  by  investments.  They 
are  ideal  for  asset  protection,  tax  planning  and  plain  old 
fashioned  privacy. 


•  Producer-owned  reinsurance  companies  (PORCs). 

Turks  &  Caicos  is  a  market  leader  in  these  easy-to-set- 
up,  low-cost  insurance  structures.  PORCs  allow  com- 
panies to  pay  themselves  reinsurance  premiums,  keep- 
ing investment  proceeds  and  underwriting  profits  and 
sometimes  creating  tax  advantages. 

•  Protected  Cell  Companies.  Pending  legislation  would 

allow  the  development  of  new  products,  particularly 
protected  cell  companies,  where  shareholders  are  split 


ON  TURKS  &  CAICO 


assets  into 


into  ringed  fenced  parts  then  co 
a  joint  investment  or  PORC. 


•  Trusts  for  tax  planning,  estate  and  asset  planning. 

Under  Turks  &  Gaicos'  flexible  trust  law,  assets  placed  in 
trust  are  immediately  protected  from  all  creditor  claims 
and  benefit  from  complete  privacy.  At  the  same  time, 
bankers  strictly  comply  with  international  money  launder- 
ing regulations,  requiring  disclosure  of  sources  of  funds, 
copies  of  identification  and  personal  financial  references 
attesting  to  the  client's  integrity. 

•  Investment  funds.  An  array  of  offshore  securities, 
including  hedge  funds,  money  market  funds,  equity  and 
bond  mutual  funds  and  mutual  mortgage  funds,  are 
available. 
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Islands  of  the  Turks  S^Cnims 


Srand  Turk 

'0.5  square  miles,  population  3,700 
Srand  Turk  hosts  the  nation's  capital,  Cockburn 
own,  a  charming  conglomeration  of  Bermudan- 
.tyle  homes  and  landmarks  from  the  days  when 
he  Turks  Islands  were  the  salt  and  sisal  capital  of 
he  world.  In  addition  to  being  the  seat  of  govern- 
nent,  it  has  a  community  college  and  medical 
:enter.  A  cruise  terminal  opens  in  February  2006. 
"he  knowledgeable  and  friendly  staff  at  the 
Jational  Museum  will  take  you  back  in  history  to 
ne  Molasses  Reef  Wreck,  the  oldest  known 
iuropean  shipwreck  (from  around  1510),  and  to 
ne  days  of  the  pre-Columbian  Lucayan  inhabi- 
ants.  Within  about  10  miles  of  the  shore,  the 
icean  floor  drops  straight  down  7,000  feet. 
5rand  Turk's  ocean  riches  attract  game  fishers 
ind  the  world's  best  dive  masters  for  exploring 
nd  annual  competitions. 


North  Caicos 

41  square  miles,  population  1,400 
Lush  and  secluded,  North  Caicos  is  known  as  the 
"Garden  Island"  for  its  local  fruit  and  vegetable 
production.  It  also  hosts  the  West  Indies'  largest 
flamingo  sanctuary.  Its  man-made  sites  of  interest 
include  the  ruins  of  Wades  Green  and  other 
cotton  plantations  established  by  British  Loyalists 
who  fled  the  United  States  after  the  American 
Revolution.  A  small  community  of  vacation  homes 
is  clustered  around  Whitby  Beach,  not  far  from 
outstanding  snorkeling  at  Three  Mary  Cays.  North 
Caicos  is  close  to  both  the  commercial  center  of 
Providenciales  and  the  exclusive,  privately  devel- 
oped Parrot  Cay  resort. 


South  Caicos 

8.5  square  miles,  population  1,200 
South  Caicos  locals  go  straight  to  the  docks  to 
pick  out  the  day's  meal  as  soon  as  it's  brought  in 
from  the  sea.  Though  this  island  is  the  center  of 
seafood  processing  for  domestic  consumption 
and  export,  not  all  of  its  sea  life  is  destined  to  be 
eaten.  Much  of  it  is  the  subject  of  ongoing 
research  by  marine  biologists  and  underwater 
ecologists  at  the  Boston  University  School  for 
Field  Studies.  South  Caicos  is  home  to  a  bone- 
fish  marine  nature  reserve  and  marine  national 
park,  along  with  other  protected  nature  areas. 
Whale  watching  and  the  South  Caicos  Regatta 
are  annual  attractions. 


ialt  Cay 

f.5  square  miles,  population  100 

ime  seems  to  have  forgotten  this  smaller  of  the 

no  Turks  islands,  once  home  to  a  booming  salt 
hdustry  that  supplied  no  less  a  luminary  than 
jieorge  Washington  himself.  Salt  Cay  is  a 
JNESCO  World  Heritage  Site  for  its  now- 
ibandoned  salinas,  or  salt  flats,  and  the  White 
Itouse  built  of  Bermudan  stone  that  salt  schooners 

sed  for  ballast.  Transport  is  by  golf  cart,  bicycles 
ind  foot.  Flippers  may  be  your  footwear  of  choice, 
I  ecause  this  island's  snorkeling  and  diving  are  out- 

tanding.  From  January  through  April,  whales 
nate  off  the  shores  of  Grand  Turk  and  Salt  Cay. 


Providenciales 

37.5  square  miles,  population  1 7,000 
The  most  developed  of  the  islands,  "Provo"  is 
home  to  the  beautiful  Grace  Bay  beach,  a 
recently  upgraded  marina  and  a  conch  farm. 
New  ecotourism  developments  are  under  way  at 
Northwest  Point.  At  one  of  Provo's  dozens  of 
restaurants,  you  can  try  conch  fresh  out  of  the 
ocean  —  along  with  other  local  catches  like 
grouper  and  lobster.  This  year,  the  annual  Music 
&  Cultural  Festival  featured  major  musical  artists, 
including  the  R&B/hip-hop  star  Ashanti  and  the 
reggae  legend  Gregory  Isaacs  alongside  the  Turks 
&  Caicos'  distinctive  ripsaw  music,  featuring  wire 
whisks  rubbed  against  handsaws. 


Middle  Caicos 

48  square  miles,  population  275 
Artifacts  found  in  the  spectacular  caves  and 
archaeological  digs  on  Middle  Caicos  provide 
evidence  of  the  Lucayan  Indian  civilization  that 
lived  centuries  ago  on  this  largest  of  the  Turks  & 
Caicos  Islands.  A  handful  of  guest  houses  and 
one  small  resort  provide  some  guest  accommo- 
dations, but  the  largest  population  on  Middle 
Caicos  today  is  the  feathered  kind.  Flamingos, 
osprey,  egret,  heron  and  hummingbirds  congre- 
gate in  the  frigate  bird  colony  to  the  south  and 
across  the  island's  vast  protected  wetlands.  The 
fertile  island  produces  aloe  vera,  guava,  tamarind, 
sugar  apple  and  corn. 


(Continued  from  page  4) 

Safe  and  Sophisticated  Banking 

Financial  prudence,  of  course,  is  old  hat  in  a  country  whose 
second-largest  industry  is  financial  services.  Making  up  7%  of  the 
economv,  this  sector  offers  a  wide  range  of  international  banking 
and  trust  services,  including  investment  and  insurance  products. 
Companies  can  take  advantage  of  the  islands'  tax-free  environ- 
ment to  incorporate  businesses  here. 

Recent  reforms  have  strengthened  Turks  &  Caicos'  reputation 
for  providing  a  safe,  highly  regulated  environment  that  both 
prevents  monev  laundering  and  protects  privacy.  Licensing 
requirements  for  local  securities  dealers,  established  in  2003, 
ensure  that  every  one  who  trades  is  vetted  carefully  by  regulators. 
In  2001 ,  the  Turks  &  Caicos  Financial  Services  Commission  was 
made  independent  bv  law. 

"It  helps  investor  confidence  tremendously  to  knoyv  that 
there  is  a  strong  regulators  body,"  savs  Jonathan  Katan,  president 
of  the  Financial  Industries  Association. 


.  Grand  Turk 


Head  of  Government:  I  -  a' 
Capital  City:  Cockburn  Town 
Official  Language  E"  sr 
Currency:  U.S.  dollar 
Population:  26,000 

Area:  193  square  mites  (40  islands,  six  of  when  are 
ce^anentty  inhabited) 

GDP  per  capita  (2002):  f  11  500 

Taxes:  There  are  no  income,  sates,  property  or  capital 
ga~3  taxes.  Hotels  and  restaurants  charge  10%  tax. 
import  duties  are  30%  on  most  manufactured  goods; 
the  government  imposes  eves  on  docking  and  cargo 
-tearing.  De\etocment  agreement  concessions  may 
■ecuce  ~cot  ^„:es  on  seectea  constructor  materi- 
:  and  furnishings  to  10%  on  Prcvtaenaates  and  the 
Cays  and  5%  elsewhere  Investors  also  car  receve 
reductions  of  property  transfer  taxes  to  as  tow  as  2%. 

Incentives:  In  addition  to  granting  reductions  of 

c:r  c.:es  and  cargc  eves  re  government  ~a. 
sjpport  efforts  to  obtain  work  permits  and  grant 
Permanent  Residence  Certificates.  It  also  may  sell  land 
at  a  50%  discount  or  make  available  long-term  land 
teases  at  corx^ssionary  rates  if  a  Be»cnger  e  a  signifi- 
cant "a-e-c  3e- 

Banking:  ~  -  -  -  -----  s  ■  ;e'5rC  Zi~<-q  e-rtes 

nduding  five  that  are  fcensed  to  provide  international 

as  we'  as  ccestk;  services. 

Communications:  3abte  &  Wretess  (WI)  Ltd.  pro- 
.-oes  strte- :         :  cgta  teecvy^e  a-o 
Internet.  FeoEx  a'xj  DHL  provide  service. 

Getting  There:  ~-^ye  are  nonstop  flights  to 
-'c.  cs" a-:        T-a-ctte.  Pti  aoeca.  Mam  . 
New  York.  Best:-  Atanta.  Toronto.  London,  Montego 
Bay,  Nassau,  Puerto  Pteta  and  Cap  Hartien.  Al  rv 
habited  islands  except  Parrot  Cay  have  landing  strips. 


Tourism 

Clearlv,  the  biggest  storv 
for  investors  is  tourism. 
Hotel  occupancy  rates  are 
rising  and  stood  at  around  70%  at  the  end  of  Mar.  Increasing  bv 
8%  over  2003,  some  188,000  tourists  visited  the  Turks  &  Caicos 
Islands  in  2004.  Arrivals  are  expected  to  rise  dramatically  after  a 
cruise  terminal  is  completed  on  Grand  Turk  in  2006  and  air 
capacity  to  Europe  is  increased.  Within  five  vears,  annual  cruise 
passenger  traffic  is  expected  to  increase  to  500,000. 

In  the  next  feyv  vears,  as  much  as  S3  billion  in  neyv  tourism 
investment  is  expected  to  meet  the  growing  demand  for  Turks  & 
Caicos  vacations.  Molasses  Reef,  a  Ritz-Carlton  Resort,  is  sched- 
uled for  completion  in  2007  in  the  first  phase  of  an  exclusive 
resort  community  on  the  formerly  uninhabited  island  of  West 
Caicos.  Ambergris  Cav,  another  uninhabited  island,  has  98  acres 
of  beachfront  property  about  to  be  developed.  Aman  Resorts  has 
chosen  Turks  &  Caicos  for  its  first  Caribbean  resort,  to  open  in 
December  2005.  A  27-hole  golf  course  is  planned  for  the  resort, 
located  at  the  up-and-coming  Northyvest  Point  area  of 
Providenciales.  Existing  resorts  also  are  planning  multimillion- 
dollar  expansions. 

Rising  demand  for  beachfront  land  has  pushed  real  estate 
prices  up  steadily,  accelerating  to  a  20%  increase  during  the  past 
vear.  Vacant  residential  beachfront  properties  are  now  about 
Si  million  per  acre  in  Providenciales  and  S 2 50,000  to  S450,000 
on  the  other  islands.  Commercial  properties  run  S 1 . 5  million  per 
acre  in  Provo  and  S600,000  elseyvhere.  Developers  have  found 
that  high-end  condominium  units  sell  almost  immediately,  for  an 
appealinglv  quick  turnaround  on  investment. 

All  of  this  development  is  taking  place  under  standards 
designed  to  prevent  overbuilding  and  to  minimize  environmental 
impact.  With  nvo-thirds  of  the  islands  protected  bv  natural 
reserve  status,  investors  as  yvell  as  the  government  understand 
hoyv  important  it  is  to  prevent  damage  to  the  verv  environment 
that  makes  Turks  &  Caicos  a  premium  destination. 


In.  tune,  everyone  wilt  di&co/i/er  the  heautif,  af 
TurkA.  &  CoIcola-  Bat  for  now,  thiA,  magnificent 
paradiAe-  Atiii  remains,  the  Lcuxt  of  the  Ccunhbean-'A, 
unApailed  iAlandcu  The  Incomparable  beacheA, 
Quaint  bed-  and-  hreakfaAtA.  AndthemaAt  incredible 
Acubadi/i/ina-in-theujarld.  If.  uau,Oi/eaatthe  uraeta 
take  uour  famiiu,  and  loved.  aneA,  an,  a  vacation, 
theu/U.  never  faraet,  aa.  ta  TurkA  &  CaicoA.  FaAt 
Before  everyone-  elAe  an,  the  planet  dae/u 


Beautifal  buj/  Nature-, 
w  wwrrtgr  ksandcaicostourism.com   1  -  800  241-0824 
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remainin 


The  cruise  ship  terminal,  for  example  , 
was  approved  only  after  extensive  debate 
and  planning  to  prevent  damage  to  healthy 
coral  reefs  and  to  limit  the  cruise  industry 
to  a  single  docking  facility.  Once  the  termi- 
nal opens, Turks  &  Caicos  will  closely  mon- 
itor water  quality  and  the  health  of  coastal 
and  marine  life. 

"Tourism  in  Turks  and  Caicos  is  going 
through  rapid  changes,  but  in  a  managed 
and  controlled  manner,"  says  Caesar 
Campbell,  executive  director  of  the  TCI 
Hotel  &  Tourism  Association  (TCHTA). 
"We're  targeting  up-market  customers  and 
building  low-density  resorts.  We're  also 
interested  in  middle-market  vacationers 
who  want  to  spend  a  little  more  than  just 
going  to  a  mass-market  destination." 

The  European  Connection 

Right  now,  70%  of  visitors  to  Turks  &  Caicos 
come  from  the  United  States,  with  another 
12%  from  Canada,  5%  from  the  United 
Kingdom,  5%  from  the  rest  of  Europe  and  the 
remaining  8%  from  other  parts  of  the  world. 


In  light  of  the  islands'  ties  to  the  United 
Kingdom,  and  the  value  that  dollar  markets 
represent  to  anyone  paying  in  pounds  or 
Euros,  there  is  untapped  potential  in  the 
European  market.  British  Airways  will  soon 
be  adding  a  second  weekly  flight.  Once  the 
Providenciales  airport  runway  is  extended, 
direct  flights  will  be  possible  from  other 
European  capitals  as  well. 

Once  additional  direct  flights  are  secured 
and  marketing  begun,  traffic  from  Italy, 
France  and  Germany  is  expected  to  rise  dra- 
matically. This  will  help  summer  traffic,  since 
Americans  tend  to  take  beach  vacations  in 
winter  while  Europeans  take  advantage  of 
their  long  summer  vacations  to  cross  the 


Atlantic  in  search  of  tropical  escapes. 

As  Turks  &  Caicos  Tourism  Board 
Director  Lindsey  Musgrove  puts  it  modestly, 
"I  utopi  is  ver\  promising  for  us." 

Linked  Opportunities 

Myriad  related  business  opportunities 
exist,  including  hydroponic  agriculture  and 
deep-sea  vessels  that  enable  the  islands  to 
bring  in  fresh  red  snapper  and  tuna.  As 
tourism  increases,  it  will  become  important 
tor  the  Turks  &  Caicos  to  produce  more 
food  on  the  islands.  In  mariculture,  possibil- 
ities include  shrimp  farming  in  abandoned 
salinas  (salt  flats),  tropical  fish  breeding  and 
scale  fisheries.  Light  industry  producing, 
for  example,  pharmaceuticals  and  jewelry 
can  benefit  from  duty-free  access  to  the 
European  market  under  the  Turks  &  Caicos' 
status  as  a  British  overseas  territory. 

State-of-the-art  communications  and 
close  proximity  to  the  mainland  United 
Stat< ;s  make  Turks  &  Caicos  an  ideal  loca- 
tion for  mobile  professionals  like  investors, 
software  developers  and  others  whose 
work  is  not  tied  to  one  place.  "Anyone  who 
telecommutes  can  live  and  work  here," 
says  Doug  Parnell,  president  of  the 
Providenciales  Chamber  of  Commerce. 

To  make  it  easier  for  investors  to 
explore  investments  from  agriculture  to 
tourism,  the  government  has  created  a  one- 
stop  shop,  TCInvest,  that  streamlines  the 
business  approval  process. TCInvest  also  can 
help  investors  find  local  partners,  whose 
expertise  can  be  invaluable  and  who  often 
have  access  to  preferential  prices  for  gov- 
ernment land.  Finallv,  TCInvest  helps 
investors  get  the  word  out  that  the  Turks  & 

Caicos  won't  be  a  secret  much  longer. 

o 

"The Turks  &  Caicos  Islands  are  still  rel- 
atively unspoiled,  although  the  islands  are 
becoming  well  known,"  says  Conrad  Higgs, 
TCInvest 's  chief  executive  officer.  "You 
should  take  the  opportunity  now  because 
it  might  not  be  so  readily  available  in  the 
not-so-distant  future."  • 


www.tcinvest.tc 
In  Grand  Turk: 

Hon.  L.  Headley  Durham  Building 
Church  Foliy 

Tel:  1  (649)  946  2058  /  Fax:  1  (649)  946  1' 
E-mail:  tcinvest@tciway.tc 

In  Providenciales: 
Town  Center  Mall 
Downtown 

Tel:  1  (649)  941  8465  /  Fax:  1  (649)  941  8' 
E-mail:  tcinvestpls@tciway.tc 

Turks  &  Caicos  Islands  Tourism  Board 

www.turksandcaicostourism.com 

In  Providenciales: 

Diamond  Stubbs  Plaza 

Tel:  1  (649)  946  4970  /  Fax:  1  (649)  941  5* 

In  Grand  Turk: 

P.O.  Box  1 28,  Front  Street 

Turks  &  Caicos  Islands 

Tel:  1  (649)  946  2321  /  Fax:  1  (649)  946  27 

E-mail:  tci.tourism@tciway.net 

In  New  York: 

The  Lincoln  Building,  Suite  2817 
60  E.  47lh  Street 
New  York,  NY 

Tel:  1  (646)  375  8830  /  Fax:  1  (646)  375  86 
E-mail:  info@tcigny.com 

In  London: 

42  Westminster  Palace  Gardens 
Artillery  Road 
London  SW1 P1 RR 

Tel:  044  207  22  9024  /  Fax:  044  207  22  9C 
E-mail:  knight_tracyann@yahoo.co.uk 
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Ernest  Rady 

$1.9  billion 

Banking,  insurance.  San  Diego. 
68.  Married,  3  children 
Canadian-born  investor  founded  Amer- 
ican Assets  financial  services  and  real  es- 
tate firm  1966.  Then  insurance;  now 
serves  as  chairman  of  Insurance  Com- 
pany of  the  West  in  San  Diego.  Majority 
of  wealth  held  in  Westcorp,  holding 
company  for  Western  Financial  Bank 
and  WFS  Financial,  one  of  the  nation's 
largest  automobile  finance  companies. 
Former  part-owner  of  pro  baseball's  San 
Diego  Padres,  donated  $30  million  to 
UC,  San  Diego  in  2003. 


B.  Francis  Saul  II 

$1.5  billion 

Banking,  real  estate.  Chevy  Chase,  Md. 
73.  Married,  5  children 
Spend  it  or  save  it:  either  way,  U.  of  Virginia 
law  grad  makes  money.  Founded  first  real 
estate  investment  trust  1964,  second  REIT 
Saul  Centers  in  1993.  Company  owns  41 
strip  malls,  shopping  centers;  holds  40% 
stake.  Founded  Chevy  Chase  Bank  1969  out 
of  a  trailer,  now  Washington,  D.C.  area's 
largest  bank.  Explosive  growth  driven  by 
booming  mortgage  and  home  equity  loan 
markets;  net  income  up  68%  last  year. 
Today  228  branches,  more  than  850  ATMs. 
Trustee  of  Johns  Hopkins  School  of  Medi- 


cine, member  of  Library  of  Congress  Trust 
Fund  Board. 

George  L.  Lindemann 

$1.5  billion 

Investments.  Palm  Beach,  Fla. 
69.  Married,  3  children 
Wharton  grad  made  first  fortune  selling  con- 
tact-lens-design company  to  Cooper  Labs 
for  $60  million  in  1971.  Acquired  New  Jersey 
cable  licenses;  sold  Vision  Cable  for  $220 
million  in  1982.  Later  built  cell  phone  busi- 
ness Metro  Mobile,  sold  to  Bell  Atlantic  for 
$2.6  billion  1992.  Via  natural  gas  distributor 
Southern  Union,  bought  pipelines  from 
Enron  in  bankruptcy,  now  nation's  third- 
largest  pipeline  owner. 


Charles  Munger 

$1.4  billion 

Berkshire  Hathaway.  Los  Angeles. 
81.  Divorced,  remarried;  8  children 
Indispensable,  if  overshadowed,  adjunct  of 
Warren  Buffett.  Berkshire  Hathaway  vice 
chairman  since  1979,  known  for  detailed 
analysis,  oft-quoted  "Mungerisms,"  many  of 
which  can  be  found  in  new  book  Poor  Char- 
lie's Almanac:  "We  have  three  baskets  for  in- 
vesting: yes,  no,  and  too  tough  to  under- 
stand." Donated  $40  million  to  Stanford, 
wife's  alma  mater,  for  a  new  dormitory.  Plans 
to  leave  fortune  to  his  8  children. 


Nobody  pushes  around  RON  PERELMAN,  not  even  Morgan  Stanley 


Gerald  J.  Ford 

$1.4  billion 

Banking.  Dallas. 

61.  Divorced,  remarried;  5  children 
Son  of  a  Texas  farmer  bought  first  bank  in 
1975  for  $1.2  million,  later  sold  for  $80  mil- 
lion. Biggest  score:  with  Ronald  Perelman 
(see),  sold  California's  Golden  State  Bancorp 
to  Citigroup  for  $6  billion  in  2002;  personal 
stake  now  worth  $1  billion.  Other  invest- 
ments include  auto-finance  companies 
AmeriCredit,  Triad;  oil  and  gas  outfit 
McMoRan  Exploration.  Still  searching  for 
another  windfall  in  banking.  Downtime  split 
between  140,000-acre  cattle  ranch  in  New 
Mexico,  home  to  15  families,  and  compound 
in  the  Hamptons. 
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Home  Depot  backer  KENNETH  LANGONE  is  riding  high  on  the  housing  boom. 


Merged  with  Citicorp  in  1998,  now  world's 
largest  financial  services  company. 


Sanford  Weill 

$1.4  billion 

Citigroup.  New  York  City. 
72.  Married,  2  children 
Hard-charging  billionaire  demanded  Citi- 
group board  waive  his  noncompete  agree- 
ment, let  him  keep  his  private  plane  and  other 
benefits  even  though  he  was  leaving  the  bank 
to  open  his  own  private  equity  fund.  The 
board  demurred,  a  rare  instance  when  Weill 
hasn't  gotten  his  own  way.  No  effect  on  Citi- 
group shares,  which  continue  to  sag  as  man- 
agement exodus  continues.  "Sandy"  landed 
on  Wall  Street  in  1956,  earned  $35  a  week  as 
runner  for  Bear  Stearns.  Became  president  of 
American  Express  in  1985.  Created  insurance 
giant  Travelers  Group  through  acquisitions. 


John  Anderson 

$1.4  billion 

Investments.  Bel  Air,  Calif. 
88.  Married,  4  children 
Early  taste  of  business  selling  popcorn  out- 
side father's  barbershop.  To  UCLA  on 
hockey  scholarship;  Harvard  M.B.A.;  law  de- 
gree from  Loyola.  After  learning  beverage 
distribution  business  from  clients,  formed 
Ace  Beverage  1956,  landed  exclusive  rights 
to  distribute  then-minor  beer  brand  Bud- 
weiser  in  Los  Angeles.  Now  owns  14  distrib- 
utorships from  Hawaii  to  the  Virgin  Islands. 
Also  car  dealerships  (Silver  Star  Automotive), 


insurance,  real  estate  (1.3  million  square  fee 
commercial  space  in  LA). 

Elizabeth  Wiskemann 

$1.4  billion 

Mutual  funds.  San  Rafael,  Calif. 
Widowed 

Widow  of  Swiss  billionaire  R.  Martin  Wiske 
mann,  who  managed  Franklin  Resources 
gold  and  precious  metals  fund.  Inherited  6°/c 
stake  upon  husband's  death  in  200 1 .  High]) 
private;  patron  of  Bay  Area  Red  Cross. 

Richard  Mellon  Scaife 

$1.2  billion 
Inheritance.  Pittsburgh. 
73.  Divorced,  remarried;  3  children 
Great-grandson  of  Richard  Beatty  Mellon 
founder  of  T.  Mellon  &  Sons,  predecessor  o: 
Mellon  Bank.  Read  newspapers  as  a  child 
now  owns  Pittsburgh  Tribune-Review,  radic 
stations  in  western  Pennsylvania.  Staunch 
conservative,  big  supporter  of  Heritage 
Foundation.  With  wife,  Ritchie,  donated  $1 
million  to  Baltimore-based  Catholic  Relie: 
Services  for  East  Asian  tsunami  rescue  anc 
relief  efforts. 

Kenneth  Langone 

$1.1  billion 

Investments.  Sands  Point,  N.Y. 
70.  Married,  3  children 
Investment  banker  provided  seed  money  foi 
Home  Depot;  owns  shares  worth  $677  mil- 
lion. Also  big  stake  in  Eli  Lilly.  Contentious 
Queens  native  being  sued  by  N.Y.  Attorney 
General  Eliot  Spitzer  over  pay  package 
awarded  to  former  New  York  Stock  Ex- 
change chairman  Richard  Grasso.  Intends  tc 
fight  case  in  court.  Also  irked  by  proposed 
NYSE/Archipelago  merger;  said  to  be 
mulling  takeover  bid  for  NYSE. 

Robert  Friedland 

$1.1  billion 

Mining.  Hong  Kong. 
55.  Married 

Chicago-born,  made  first  fortune  after  stum- 
bling onto  one  of  the  world's  biggest  nickel 
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deposits  while  searching  for  diamonds  in 
Voisey's  Bay,  Nfld.  Sold  Diamond  Fields  Re- 
sources in  1996  for  $3.1  billion.  "Toxic  Bob" 
now  touting  copper  and  gold  deposits  dis- 
covered in  Mongolia  by  his  NYSE-listed 
Ivanhoe  Mines. 

Herbert  M.  Sandler 

$1.1  billion 

Banking.  San  Francisco. 
73.  Married 

With  wife,  Marion,  and  brother-in-law 
Bernard  Osher  (see  both)  founded  thrift- 
holding  Golden  West  Financial  in  Oakland, 
Calif,  in  1963.  Banking  chain  concentrates 
on  savings  accounts,  low-risk  adjustable 
mortgages;  holds  loans  in  portfolio  rather 
than  selling  into  secondary  market.  With 
wife,  gives  to  medical,  educational  causes, 
progressive  Center  for  American  Progress. 
Funded  research  to  treat  common  maladies 
in  Africa,  including  Chagas'  disease  and 
sleeping  sickness. 


Arthur  Rock 

$1  billion 

Venture  capital.  San  Francisco. 
79.  Married 

New  York  investment  banker  moved  to  Cal- 
ifornia in  1961,  founded  investment  firm 
Davis  &  Rock.  Early  investment  in  Intel  1968 
made  him  a  billionaire.  Backed  many  other 
companies  since:  Scientific  Data  Systems 
(sold  to  Xerox  for  $980  million),  Teledyne, 
Airtouch.  Now  serves  as  angel  investor,  ad- 
viser to  tech  entrepreneurs.  "Today  it's  'Get  in 
and  get  out.'  My  interest  was  always  in  build- 
ing companies."  Helps  poor  kids  in  the  city 
get  scholarships.  Also  supports  higher  edu- 
cation: gave  $25  million  to  Harvard  Business 
School  to  kick-start  entrepreneur  program. 


Samuel  Wyly 

$1  billion 

Investments.  Dallas. 
70.  Twice  divorced,  remarried;  6  children 
Parents  ran  newspaper  in  Delhi,  La.  Sam 
cleaned  presses,  sold  ads.  Followed  brother 
to  Louisiana  Tech.  Worked  at  IBM,  Honey- 
well. Founded  supercomputer  operator  Uni- 


versity Computing  with  $1,000  in  1963;  $57 
million  (sales)  by  1968.  Added  investments 
in  insurance,  oil,  restaurants.  Bought  con- 
trolling interest  in  arts  and  crafts  chain 
Michaels  Stores  1982.  Sold  Sterling  Software 
to  Computer  Associates  in  2000  for  $4  bil- 
lion; launched  failed  proxy  battle  to  oust 
chairman,  4  board  members.  Still  suing  the 
company  for  $1  billion  over  excessive  pay. 
Former  refinery  investor  turning  green:  fam- 
ily owns  7  Toyota  Priuses;  insulated  Col- 
orado ranch  with  old  blue  jeans.  Also  direc- 
tor, largest  stockholder,  of  clean-energy 
producer  Green  Mountain  Energy. 

Jesse  Mack  Robinson 

$1  billion 

Banking,  insurance.  Atlanta. 
82.  Married,  2  children 
Paperboy  for  Atlanta  Journal  at  12.  Became 
used-car  salesman  after  WWII  service.  Ex- 
panded into  financing,  created  chain  of  107 
Southern  auto  loan  companies.  Backed  de- 


Former  Citigroup  chief 
SANDY  WEILL  left  the  bank 
but  kept  the  plane. 


signer  Yves  Saint  Laurent  in  1960s.  Then 
banking.  Sold  22  Georgia-based  banks  to 
First  National  Bank  of  Atlanta  (later  merged 
with  Wachovia).  Still  holds  $525  million  in 
Wachovia  stock.  Returned  to  media  roots  as 
owner  of  Gray  Television:  3 1  CBS  affiliates, 
5  newspapers.  Also  horses:  hasn't  missed  a 
Kentucky  Derby  in  50  years.  "There's  1 0  dis 
appointments  to  every  one  joy  in  the  horse 
business." 

David  Gottesman 

$1  billion 

Investments.  Rye,  N.  Y. 
79.  Married,  3  children 
Early  investor  in  Berkshire  Hathaway  lay  low 
until  joining  Warren  Buffett  on  board  in 
2003.  Harvard  M.B.A.  founded  investment 
advisory  firm  First  Manhattan  Co.  1964,  re- 
mains a  partner.  Also  sits  on  board  of  Amer- 
ican Museum  of  Natural  History  in  New 
York  City.  Donated  millions  to  help  create 
Gottesman  Hall  of  Planet  Earth  exhibit. 
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John  Doerr 

$1  billion 

Venture  capital.  Woodside,  Calif. 
54.  Married,  2  children 
Alpha  male  at  top-dog  venture  firm  Kleiner 
Perkins  has  logged  25  years  investing  in  Sili- 
con Valley.  Hits:  Intuit,  Netscape,  Amazon, 
Sun  Microsystems.  Misses:  AtHome,  Hand- 
spring and  Segue,  electric  scooter  touted  to 
change  modern  transportation.  Latest  score: 
Google.  KP's  original  $12.5  million  invest- 
ment now  worth  $6.5  billion.  On  deck  social 
networking  outfit  Friendster,  and  voice-recog- 
nition software  maker  Tellme.  Holds  an  elec- 
trical engineering  degree  from  Rice  U.  and  an 
M.B.A.  from  Harvard  (not  to  mention  plenty 
of  cell  phones  and  other  computerized  giz- 
mos). Perennial  contender  for  the  top  spot  on 
FOPJ3ES'  annual  Midas  List  of  venture  capi- 
talists; net  worth  estimate  probably  low. 


Bernard  Osher 

$900  million 

Banking,  investments.  San  Francisco. 
77.  Married 

With  sister  Marion  and  her  husband,  Her- 
bert Sandler  (see  both),  cofounded  Golden 
West  Financial  1963.  Took  over  auction 
I  house  Butterfield  &  Butterfield  1970.  Built 
l  company  into  one  of  nation's  largest  auction 

■  houses,  sold  to  Ebay  for  $200  million  in  stock 
I  1999.  Plans  to  give  away  entire  fortune:  "I 
i  hope  to  live  long  enough  to  do  it."  Avid  fly- 
I  fisherman  supports  arts,  Jewish  causes,  con- 

■  tinued  education  for  people  over  50  through 
i  Osher  Lifelong  Learning  Institutes. 


William  Bowes 

$900  million 

Venture  capital.  San  Francisco. 
79.  Married 

Publicity-shy  Bay  Area  venture  capitalist 
began  backing  entrepreneurs  in  the  1950s  as 
a  hobby.  Big  scores  with  Amgen,  Sun  Micro- 
systems. Founded  U.S.  Venture  Partners 
1981;  invested  $1.8  billion  in  more  than  370 
companies.  Last  year  donated  $1.3  million 
in  Amgen  stock  to  support  Prop  71,  a 
California  bill  backing  use  of  stem  cells  in 
cancer,  heart  disease,  diabetes  research. 


FSHE 


The  Island  Shangri-La,  Hong  Kong, 
now  more  impressive  than  ever 

The  sensation  will  be  unfamiliar  but  you'll  recognise 
the  splendour  you've  come  to  expect  from  the  finest  hotels 
around  the  world.  The  newly  renovated  Island  Shangri-La 
will  leave  you  delightfully  surprised.  Come  and 
experience  perfection  for  the  first  time  again. 
www.shangri-la.com 
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Abigail  P.  Johnson 

$12.5  billion 

Fidelity.  Marlborough,  Mass. 
43.  Married,  2  children 
With  family,  controls  Fidelity  Investments, 
America's  largest  mutual  fund  company.  As- 
sets under  management:  $1.1  trillion.  Firm 
founded  by  grandfather  1946.  Frugal  father, 
Edward  III  (see),  joined  company  as  an  analyst 
in  1957,  took  reins  of  flagship  Magellan  Fund 
4  years  later.  "Abby"  studied  art  history  at  Ho- 
bart  and  William  Smith  Colleges.  Spent  2 
years  at  Booz  Allen  Hamilton  after  graduating 
in  1984.  Interned  at  Fidelity  while  pursuing 
Harvard  M.B.A.  Returned  full-time  1988, 
tracked  industrial  equipment  stocks,  then  tele- 
com. Ran  her  first  diversified  fund  1993, 
became  president  of  company's  mutual  fund 
division  2001.  Avoided  taint  of  corruption 
during  2003  scandal;  kept  money  managers 
from  market  timing,  picked  up  $31  billion  in 


fund  assets  during  first  6  months  as  competi- 
tors Janus  Capital,  Strong  Capital  Manage- 
ment, Bank  One  withered.  This  May  took 
over  Employer  Services  division;  administers 
payroll,  employee  stock  plans.  Father  reduced 
ownership  in  1995;  Johnson  family  still  FMR's 
largest  shareholder  with  a  49%  stake. 

Martha  Ingram  &  family 

$2.6  billion 

Ingram  Industries.  Nashville. 
70.  Widowed,  4  children 
Husband,  Bronson  Ingram,  inherited  father's 
oil-and-barge  empire  in  1963  with  brother. 
Expanded  with  distribution  business:  books, 
computers,  videotapes.  Started  computer 
wholesale  distributor  Ingram  Micro.  Martha 
became  director  of  public  affairs  in  1979, 
chairman  of  holding  company  after  Branson's 
death  in  1995.  Today,  also  sits  on  board  of  tech 
product  distributor  Ingram  Micro.  Parceled 


out  divisions  to  children:  Ingram  Entertain- 
ment (nation's  largest  distributor  of  DVD 
hardware  and  software)  to  son  David;  Ingram 
Book  Group  (distributor  of  books,  audiotapes 
to  retailers  and  libraries)  to  son  John;  Orrin 
runs  Ingram  Marine  boat  division  (4,000 
barges,  hundreds  of  towboats  along  major 
rivers,  intercoastal  waterways).  Martha  also 
board  member  of  Weyerhaeuser  and  Am- 
South  Bancorp;  pillar  of  Nashville  society. 


Leona  Helmsley 

$2.2  bilbon 
Hotels.  New  York  City. 
85.  Divorced,  widowed;  1  child  (deceased) 
Feisty  hotel  operator  dubbed  "Queen  of 
Mean"  for  legal  spats,  offensive  quotes 
("Only  the  link  people  pay  taxes")  recendy 
showing  tender  side:  $5  million  donation  to 
Hurricane  Katrina  relief  efforts.  Former 
Chesterfield  cigarette  girl  graduated  to  selling 
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Her  prison  sentence  served,  domestic  doyenne  MARTHA  STEWART  is  happy  to  be  back  with  old  friends. 


co-ops;  met  Manhattan  property  baron 
Harry  Helmsley  at  real  estate  industry  ball. 
Married  in  1972.  Inherited  husband's  port- 
folio of  properties,  general  partnership  in- 
terests after  his  death  in  1997,  including  Park 
Lane  and  Carlton  hotels.  Served  18  months 
in  jail  for  tax  evasion;  paid  $8  million  fine. 


Margaret  Hardy 
Magerko 

$2  billion 

84  Lumber.  Eighty  Four,  Pa. 
39.  Married,  1  child 

Father,  Joseph  Hardy  Sr.,  founded  84  Lumber 
in  1956.  "Maggie"  learned  business  at  his 
knee;  took  over  1992.  Ceded  do-it-yourself 
market  to  Home  Depot,  Lowe's;  focused  on 
professional  contractors,  now  95%  of  busi- 
ness. Today  nation's  largest  privately  held 
building  materials  chain  operates  more  than 


500  stores  in  40  states.  Sales:  $3.5  billion.  Also 
runs  family-owned  Nemacolin  Woodlands, 
lavish  resort  in  Pennsylvania  highlands. 


Margaret  Whitman 

$1.5  billion 

Ebay.  Atlierton,  Calif. 
49.  Married,  2  children 
Career  manager  held  posts  at  Hasbro,  Keds, 
Disney,  Procter  8c  Gamble,  before  landing  at 
Ebay  in  1998.  Harvard  M.B.A.  led  company 
through  Internet  bust,  spectacular  rebound 
catering  to  loyal  trading  communities.  Since 
taking  the  reins,  stock  up  2,000%,  but  lately 
bumpy  ride.  Critics  decried  increased  ven- 
dor fees,  inadequate  handling  of  bogus  bids; 
stock  tanked  30%.  Jumped  20%  when  sec- 
ond-quarter sales  topped  expectations.  Still 
expanding:  gearing  up  to  buy  Web-phone 
outfit  Skype  for  $2.6  billion;  bought  com- 


parison pricing  site  Shopping.com.  Plans  to 
infuse  fledgling  China  operation,  Eachnet, 
with  $100  million  this  year.  Now  girding  for 
battle  against  Asian  auction  giant  Alibaba. 
"Meg"  once  rumored  to  be  on  shortlist  to 
succeed  Michael  Eisner  at  Disney;  now  board 
member  of  DreamWorks  Animation. 


Marilyn  Carlson  Nelson 
&  family 

$1.4  billion 

Carlson  Cos.  Minneapolis. 
66.  Married,  3  children 

Barbara  Carlson  Gage 
&  family 

$1.4  billion 

Carlson  Cos.  Minneapolis. 

63.  Married,  4  children 

Sisters.  Father,  Curtis,  borrowed  $55  ini 
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If  you're  still  not  using  FedEx,  you're  running  out  of  excuses. 

At  FedEx,  we  offer  dozens  of  ways  to  meet  the  needs  of  your  small  business. 
We  can  ship  almost  anything  from  documents  to  freight,  to  meet 
nearly  any  deadline  or  budget.  And  that's  just  the  beginning.  With  our 
File,  Print  FedEx  Kinko's™  service,  you  can  access  full-service  printing, 
binding  and  shipping  right  from  your  desktop.  Go  to  fedex.com  today, 
where  there's  something  for  everyone.  Even  the  reversible  pants  crowd. 

Relax,  it's  FedEx? 


GRAB  LIFE  BY  THE  HORNS 


OKE.  NO  MIRRORS. 


GER  UNLEASHED  >  425  horses  of  SRT  HEMI  :  V8  power  >  420  Ib-ft  of  torque  >  All-speed  traction  control  >  Electror 

with  three  position  switching  >  5-speed  AutoStick' transmission  >  Visit  us  at  'M.^'.ami  or  call  8Q0-4ADODrjE 


*  *  *  ★  ★      HIGHEST  GOVERNMENT 
Podge  and  HEM!  are  registered  trademarks  of  DaimlerChrysler  Corporation.      F  I  V  E  -  S  T  A  R       FRONTAL  CRASH  TEST  RATING 


WORKING  GIRLS       FORBES     40  0 


1938  to  produce  trading  stamps  for  gro- 
cery store  promotions.  Became  Gold  Bond 
Stamp  Co.  Diversified  into  hotels  1960s 
(Radisson  Hotels  &  Resorts)  and  restau- 
rants (T.G.I.  Friday's),  travel  agencies  in 
1970s.  Renamed  Carlson  Cos.  became 
travel-hospitality-marketing  conglomerate: 
Radisson,  Country  Inns,  Regent  Interna- 
tional Hotels,  Radisson  Seven  Seas  Cruises, 
Carlson  Wagonlit  travel  agencies.  Siblings 
inherited  business  after  father's  death  in 
1999.  Marilyn  now  the  globe-trotting 
chairman  of  $8.4  billion  (sales)  company. 
Overseeing  major  push  into  Asia:  deal  for 
14  new  properties  in  India,  expanding 
T.G.I.  Friday's  eateries  in  China,  Taiwan. 
Barbara  serves  on  the  Carlson  Cos.  board 
of  directors,  runs  family  foundation,  active 
with  children's  charities. 


Oprah  Winfrey 

$1.4  billion 

Television.  Chicago. 
51.  Single 

Queen  of  all  media  wrapping  up  her  second 
decade  ruling  the  airwaves.  Born  in  rural 
Mississippi.  Moved  to  Milwaukee,  then  Ten- 
nessee. Became  TV  newscaster  in  Nashville 
and  Baltimore;  emotional,  ad-lib  delivery 
prompted  shift  to  talk  format.  Joined 
Chicago  TV  station;  turned  third-rated 
morning  show  into  number  1.  Launched 
The  Oprah  Winfrey  Show  nationally  in  1986; 
now  aired  in  1 18  countries,  draws  some  49 
million  viewers  a  week  in  the  U.S.  Her  pro- 
duction company,  Harpo  ("Oprah"  spelled 
backward),  set  to  release  The  Oprah  Winfrey 
Show:  20th  Anniversary  DVD  Collection  in 
November.  Owns  property  in  Chicago, 
Hawaii,  Santa  Barbara.  Gives  to  needy 
women,  children  and  families  via  Oprah's 
Angel  Network  and  her  personal  charity,  the 
Oprah  Winfrey  Foundation. 

Phyllis  M.  Taylor 

$1.2  billion 

i   I ^4 W . W J  Taylor  Energy.  New  Orleans. 
nSlmeVi  64.  Widowed 
Abbeville,  La.  native  obtained  law  degree 
from  Tulane,  worked  as  clerk  at  Louisiana 
Supreme  Court.  Joined  husband's  Taylor 


Energy  1979:  deepwater  oil  exploration  in 
Gulf  of  Mexico  federal  waters.  Took  over 
last  year  after  husband's  death.  Today  Tay- 
lor Energy  taps  into  100  million  barrels  of 
proven  reserves.  Lost  drilling  platform  to 
Hurricane  Ivan  in  2004;  still  assessing  dam- 
age from  Katrina.  Recently  donated  $2  mil- 
lion to  the  Marine  Corps  Museum  in 
Quantico,  Va.  in  memory  of  her  husband. 


Marion  Sandler 

$1  billion 

Banking.  San  Francisco. 
74.  Married 

Wellesley  grad  worked  as  securities  ana- 
lyst, founded  Golden  West  Financial  in 
1963  with  husband,  Herbert,  and  brother, 
Bernard  Osher  (see  both).  Focused  on  sav- 
ings accounts,  residential  home  mort- 
gages. Now  one  of  the  top  savings  bank 
and  home-mortgage  lenders  in  the 
nation.  Husband-and-wife  team  anointed 
CEOs  of  the  year  by  Joseph  Mansueto's 
Morningstar.  Couple  also  score  well  with 
medical  research,  environmental  causes. 
Fund  research  to  cure  deadly  diseases 
in  Africa. 


Martha  Stewart 

$970  million 

Martha  Stewart  Living.  Bedford,  N.Y. 
64.  Divorced,  1  child 

Convicted  of  obstruction  charges,  the 
domestic  doyenne  served  5  months  in  a 
W.  Va.  prison,  concocting  microwave-ready 
recipes  and  foraging  for  dandelions.  Earned 
3  extra  weeks  on  her  subsequent  house  arrest 
for  reportedly  scampering  off  her  Bedford, 
N.Y.  estate  to  weekly  yoga  class.  Finally 
uncuffed  from  prison-issued  anklet  on 
Sept.  1,  ending  3 -year  battle  over  an 
improper  stock  sale  in  2001.  Guilt  never 
tasted  so  good — shares  of  her  Martha  Stew- 
art Living  Omnimedia  more  than  doubled 
during  her  stay  to  a  recent  $33  per  share.  Up 
next:  The  Apprentice:  Martha  Stewart  pre- 
miered in  September,  followed  by  Martha 
channel  on  Sirius  Satellite  Radio.  Though 
barred  from  executive  role  at  Martha  Stew- 
art Living,  her  name  still  used  to  peddle 
magazines,  DVDs,  home  goods  at  Kmart. 
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GRAB  A  CHANCE  TO  WIN  A 


NO  PURCHASE  NECESSARY.  A  PURCHASE  WILL  NOT  INCREASE  YOUR  CHANCES 
OF  WINNING.  OPEN  TO  LEGAL  RESIDENTS' OF  THE  50  UNITED  STATES,  18 
YEARS  AND  OLDER.  VOID  WHERE  PROHIBITED.  Sweepstakes' ends  10/18/05. 
,  For  Official  Rules,  prize  descriptions  and  odds  disclosure,  visit 
www.unleashyourfreak.com  Sponsor:  DaimlerChrysler,  1000  Chrysler  Dr.| 
Auburn  Hills,  Ml  48326  <P2005  DaimlerChrysler  Corporation.  All  rights  reserved. 
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PLENTY  OF  PEOPLE  COLLECT  WINE.  MANY  OF  THESE  WEALTHY 
BACCHANALIANS  COLLECT  THE  VINEYARDS  AND  THE  BARRELS,  TOO. 
OTHERS  PROVIDE  THE  SPIRITS  WHEN  WE  RAISE  A  GLASS  TO  CELEBRATE. 


Edgar  Bronfman  Sr. 

$3  billion 

Liquor.  New  York  City. 
76.  Tlmce  divorced,  remarried;  7  children 
Father,  Sam,  left  Russia  1899,  founded  Dis- 
tillers Corp.  in  Montreal  1924.  Acquired 
Joseph  E.  Seagram  &  Sons,  made  millions 
in  whiskey  along  the  U.S. -Canadian  bor- 
der during  Prohibition.  Sam  died  1971,  left 
Edgar  with  the  American  side  of  the  busi- 
ness (other  son,  Charles,  got  the  Canadian 
business).  Added  marquee  brands  (Chivas 
Regal,  Absolut),  entertainment  (80%  stake 
in  MCA).  Sold  all  to  Vivendi  for  $34  billion 
in  2000.  Son  Edgar  Jr.  oversees  big 
stake  in  Warner  Music.  Edgar  Sr.  active  in 
Jewish  causes. 


Gordon  Getty 

$2.2  billion 

Inheritance.  San  Francisco. 
72.  Married,  7  children 
Son  of  oil  baron  J.  Paul  Getty  Sr.  (d.  1976) 
sold  family's  Getty  Oil  to  Texaco  for  $  10  bil- 
lion in  1986.  Now  committed  composer: 
claims  music  helped  him  "dodge  the  curse" 


that  inherited  money  often  brings.  Business 
mostly  a  diversion.  More  fun  dabbling  in 
Napa  Valley,  where  he  owns  Squaw  Valley  re- 
sort and  cult  winery  Plumpjack.  Packages 
$170-a-bottle  wine  in  screw  caps,  citing  sci- 
entific evidence  they're  better  than  cork. 
High-profile  patron  of  the  arts  in  California. 
Passionate  baseball  fan  often  seen  at  San 
Francisco  Giants  games. 


Sidney  Frank 

$1.8  billion 

Liquor.  New  Rochelle,  N.  Y.; 
San  Diego. 

86.  Widowed,  remarried;  2  children 
Son  of  Connecticut  farmer  spent  child- 
hood milking  cows  and  churning  butter. 
Enrolled  at  Brown  University;  dropped  out 
after  1  year.  Dreamed  of  marrying  rich  girl; 
got  hitched  to  Skippy  Rosenstiel,  heiress  to 
Schenley  Industries  fortune,  late  1940s. 
Father-in-law  taught  him  booze  business. 
Started  Sidney  Frank  Importing  Co.  1972, 
lost  money  first  6  years.  Sold  beachfront 
property  on  Antigua  for  $500,000  to  meet 
payroll.  Fortune  turned  importing  Jager- 
meister  liqueur  from  Germany;  scantily 


clad  Jagerettes  made  "liquid  Valium"  a  hit 
among  college  set.  Created  superpremium 
vodka  Grey  Goose  at  age  77;  sold  to  Bac- 
ardi in  2004  for  $2.3  billion.  Now  focused 
on  wine,  tequila,  magazines:  newly 
launched  Frank  Media  to  publish  luxury- 
lifestyle  titles.  Donated  $125  million  to 
alma  mater  Brown. 


Jess  Jackson 

$1.8  billion 

Kendall-Jackson.  Healdshurg,  Calif. 
75.  Divorced,  remarried;  5  children 
Born  during  Depression,  found  work  as 
farmer,  policeman,  land-use  lawyer.  Planted 
vines  north  of  San  Francisco  in  the  mid- 
1970s,  released  first  Kendall-Jackson  wine 
in  1982.  Today  his  Jackson  Wine  Estates 
operates  24  wineries  and  vineyards  around 
the  world,  selling  an  estimated  5  million 
cases  of  wine  a  year.  Looked  to  retire  in 
2000,  put  K-J  up  for  sale  for  $1.7  billion, 
changed  his  mind.  Expanding  into  bou- 
tique wineries  (Lokoya,  Hartford  Court) 
with  his  wife,  Barbara  Banke.  Also  horses: 
recently  bought  2  Thoroughbred  farms  in 
Kentucky. 
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Pat  Stryker 

$1.7  billion 

Stryker  Corp.  Fort  Collins,  Colo. 
49.  Divorced,  3  children 
With  siblings  Ronda  and  Jon  (see  both)  con- 
trols Stryker  Corp.,  medical  supply  company 
founded  by  grandfather  Homer  (d.  1980). 
Low-profile  heiress  becoming  more  active  in 
civic  life:  donated  $3  million  to  defeat  2002 
ballot  initiative  that  would  have  gutted  bilin- 
gual education  in  Colorado.  Bought 
Sonoma's  Sommer  Vineyards  in  1999,  re- 
built, replanted,  changed  name  to  Stryker 
Sonoma:  32  acres  in  Alexander  Valley,  pro- 
ducer of  classic  vinifera  varietals,  chardon- 
nay  and  zinfandel. 

Harvey  Chaplin  & 
family 

$1.2  billion 

Liquor,  wine  distribution.  Miami. 
76.  Married,  3  children 
Raised  in  Brooklyn;  early  work  in  mailroom 
of  spirits  distiller  Schenley  Industries;  pro- 
moted to  assistant  director  of  marketing,  re- 
ported to  company  president  Sidney  Frank 
(see).  Ran  Schenley 's  wholesale  liquor  dis- 
tributor in  upstate  New  York,  moved  into 
sales.  Joined  Southern  Wine  &  Spirits  of 
America  in  1969,  became  chief  in  1994. 
Today  owns  70%  of  nation's  largest  distrib- 
utor of  wine  and  liquor.  Estimated  sales:  $5.8 
billion.  Controls  flow  of  big  brands  (Absolut, 
Johnny  Walker)  to  key  states,  including  Cal- 
ifornia, Florida,  Nevada.  Office  filled  with 
Charlie  Chaplin  statues,  photos,  other  mem- 
orabilia, but  no  relation  to  the  silent  star. 


Son  Joseph  runs  daily  affairs.  Ernest  Gallo 
Clinic  &  Research  Center  at  UC,  San  Fran- 
cisco studies  alcohol's  effects  on  the  brain. 

Julian  Robertson  Jr. 

$900  million 

Money  management,  wine. 

New  York  City. 
73.  Married,  3  children 
Legendary  macro  hedge  fund  manager  try- 
ing to  make  new  fortune  in  wine.  Started  R.R 
Imports  this  year  to  bring  5  selections  of  his 


New  Zealand  TeAwa  label  to  major  U.S.  mar 
kets.  North  Carolina  native  got  start  at  Kid 
der,  Peabody  age  25.  At  42  headed  Kidder' 
money  management  arm.  Raised  $8.8  bil 
lion  to  start  Tiger  Management  fund  (namec 
after  his  moniker  for  people  he  likes).  Be 
came  world's  biggest  hedge  fund  until  h( 
shuttered  in  2002  after  suffering  2  years  o 
losses.  Mentor  to  current  generation  o 
hedge  fund  stars.  Smitten  with  New  Zealand 
in  addition  to  vineyards  (including  cult  win 
ery  Dry  River)  built  golf  courses,  private  re 
sorts  there. 


Ernest  Gallo 

$1.2  billion 

Wine.  Modesto,  Calif. 
96,  Widower,  2  children  (l  deceased) 
Parents  grew  grapes  for  home  winemakers 
during  Prohibition.  Father  killed  mother, 
self,  in  1933.  Ernest  and  brother  Julio  (d. 
1993)  started  wine  production  soon  after. 
Original  business  built  on  jug  wine  and 
Night  Train,  but  recent  growth  from  high- 
end  and  midprice  juice.  Today  E&J  Gallo 
Winery  the  world's  second-largest  vintner. 


Though  he  thought  about  selling  it,  JESS  JACKSON  decided  to  hang  on  to  his  wine  business. 
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IMOKIA 

Connecting  People 


Do  you  believe  in  love  at  first  touch? 
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Catwa  I  kers 


MOST  OF  THESE  TRENDSETTERS  HAVE  SPUN  RAGS  INTO  RICHES.  HEMUNES 
MAY  RISE  AND  FALL,  BUT  FOR  THIS  CROWD  FASHION  IS  NEVER  OUT  OF  SEASON. 


Philip  Knight 

$6.9  billion 

Nike.  Beaverton,  Ore. 
67.  Married,  3  children  (1  deceased) 
Former  Oregon  track  star  began  selling  shoes 
from  car  trunk  1964.  With  college  coach, 
founded  Blue  Ribbon  Sports;  molded  rubber 
shoe  soles  from  iron  wafflemaker.  Changed 
name  to  Nike,  added  famous  swoosh  logo 
1972.  Superstar  endorsements  like  Michael 
Jordan,  Tiger  Woods  keep  company  on  fast 
track.  Now  sells  nearly  40%  of  nation's  ath- 
letic footwear.  Famous  swoosh  brand  popu- 
lar, but  sales  of  lesser  brands  (Converse,  Cole 
Haan,  Starter)  add  increasingly  bigger  prof- 
its. Handed  reins  to  former  S.C.  Johnson  & 
Son  executive  Bill  Perez;  now  lacing  up  for 
Hollywood  with  purchase  of  animation 
house  Laika  Entertainment  ("California 
Raisins"). 


Ralph  Lauren 

$3.3  billion 
Fashion.  New  York  City. 
65.  Married,  3  children 
Russian  immigrant  parents  found  refuge  in 
the  Bronx;  young  Ralph  worked  day  jobs  at 
department  stores.  Left  business  school  to 
design  ties  for  Beau  Brumniel.  Launched 
Polo  in  1967  with  $50,000  loan.  Built  repu- 
tation on  classic  preppy  styles.  Today  Polo 
designs  everything  from  socks  to  sofas.  Sales: 
$3.3  billion.  Recent  moves:  bought  back  li- 
censing rights  from  Reebok  to  sell  luxury 
footwear;  became  exclusive  apparel  sponsor 
for  the  U.S.  Open  through  2008.  Owns  ranch 
in  Colorado,  island  retreat  in  Jamaica.  Car 
and  motorcycle  enthusiast;  collection  of  Eu- 
ropean cars  was  on  display  at  Museum  of 
Fine  Arts  in  Boston:  Bugatti,  Bentley,  Alfa 
Romeo,  Ferrari,  Porsche,  Jaguar. 


Leonard  Lauder 

$3  billion 

Estee  Lauder.  New  York  City. 
72.  Married,  2  children 

Ronald  Lauder 

$2.7  billion 

Estee  Lauder.  New  York  City. 
61.  Married,  2  children 
Sons  of  beauty  queen  Estee  Lauder,  w  ho 
started  selling  face  creams  in  1 946  with  help 
of  chemist  uncle  and  kitchen  sink.  Now  Estee 
cosmetics  empire:  hair  and  skin  care  prod- 
ucts, fragrances,  makeup  sold  in  more  than 
130  countries.  Latest  product  line:  costlyi 
creams  using  ocean  ingredients.  Leonard: 
chairman  since  1995;  son  William  chief  ex- 
ecutive. Trustee  of  U.  of  Pennsylvania,  Whit- 
ney Museum,  Memorial  Sloan-Kettering 
Hospital.  Ronald:  international  investor,! 
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RALPH  LAUREN'S  Polo 
empire  encompasses 
everything  from 
corduroy  to. cars.  ./ 
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owns  big  stake  in  Central  European  Media, 
Israeli  TV.  Served  as  ambassador  to  Austria 
under  Reagan. 


Leslie  Wexner 

$2.6  billion 

Limited  Brands.  Columbus,  Ohio. 
68.  Married,  4  children 
Ohio  shopkeeper's  son  dropped  out  of  law 
school,  started  women's  sportswear  store  in 
1963  with  loan  from  aunt.  Expanded,  took 
"Leslie's"  public  1969.  Today  Limited 
Brands:  Victoria's  Secret,  Express,  Limited 
Too,  upscale  Henri  Bendel.  Also  Bath  &  Body 
Works,  CO.  Bigelow.  Major  art  collector. 
Supports  Jewish  studies  causes  via  Wexner 
Foundation. 

Jim  Davis  &  family 

$1.6  billion 

|fll|^ftWJ  New  Balance.  Newton,  Mass. 

IKWAI  62.  Married,  2  children 
New  Balance  Arch  Co.  started  in  1906  to  cor- 
rect orthopedic  foot  problems.  Saw  oppor- 
tunity with  rising  popularity  of  athletic 
shoes;  bought  company  on  day  of  Boston 
Marathon  1972.  Turned  blind  eye  to  fashion 
trends,  superstar  endorsements;  built  brand 
on  multiple  width  sizes,  support.  This  year 
launched  national  advertising  campaign 
("For  Love  or  Money?")  appealing  to  ama- 
teur athletes,  running  enthusiasts.  Serves  as 
New  Balance  CEO;  wife,  Anne,  executive  vice 
president.  Though  only  number  3  in  the  U.S. 
sneaker  landscape,  wealthier  than  crosstown 
rival  Paul  Fireman  (see)  of  Reebok. 


Richard  Hayne 

$1.5  billion 

IflHrtWJ  Urban  Outfitters.  Philadelphia. 
WWnI  58.  Married 
Erstwhile  hippie  opened  first  store  in  1970 
near  U.  of  Pennsylvania  with  $4,000;  sold 
trendy  clothes  to  cash-strapped  college  kids. 
Expanded.  Eschews  advertising:  lures  cus- 
tomers with  ever-changing  displays,  vivid 
color  schemes,  inviting  floor  plan.  Today 
Urban  Outfitters  operates  155  stores  under  3 
brand  lines  (including  Free  People,  Anthro- 
pologic). Sales:  $800  million.  Employees 


1 


m 


RONALD  LAUDER  has  dabbled  in  media  and  politics,  but  cosmetics  pays  the  bills. 


travel  around  the  world  to  spot  new  trends, 
buy  merchandise. 


William  Fisher 

$1.4  billion 

Gap.  San  Francisco. 
48.  Married,  3  children 

Robert  Fisher 

$1.4  billion 

Gap.  San  Francisco. 
52.  Married,  3  children 


John  Fisher 

$1.3  billion 
Gap.  San  Francisco. 
44.  'Married,  4  children 
Parents  sold  records  and  jeans  to  San  Fran 
cisco  teens  in  generation  "gap"  1969 
Opened  6  stores  within  first  year,  took  Gap 
public  1976.  Expanded  with  Banana  Re 
public  (1983),  Gap  Kids  (1986),  low-prici 
chain  Old  Navy  (1994).  Now  3,000  store 
worldwide.  Profits  slipped  late  1990s  wher 
clothing  became  too  trendy;  sales  rose  witi 
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Nike  cofounder  PHIL  KNIGHT  retired  from 
his  tour  of  duty  in  the  sneaker  wars.  Now 
he's  lacing  up  for  a  new  battle,  in  Hollywood. 


return  to  classic  cuts.  New  chain,  Forth  & 
Towne,  tailored  for  women  over  35;  first  5 
trial  stores  opened  this  fall.  Last  August 
parents,  Doris  and  Donald,  distributed 
control  of  company,  nearly  half  of  stock 
holdings,  to  children.  Eldest  son,  Robert: 
Gap  chairman.  William:  ran  company's  in- 
ternational stores,  resigned  1998.  Youngest 
son,  John:  co-owner  of  pro  baseball's  Oak- 
land A's,  donates  to  KIPP  schools  for 
underprivileged. 


Richard  Farmer 

$1.4  billion 

Cintas  Corp.  Cincinnati. 
70.  Married,  3  children 
Grandfather  ran  rag-cleaning  business  dur- 
ing Depression.  Richard  joined  in  1957 
after  college,  Marines  stint;  CEO  1 1  years 
later.  Expanded  into  uniform  cleaning, 
rental.  Took  Cintas  public  in  1983;  now  na- 
tion's largest  uniform  rental  outfit:  more 
than  5  million  people  wear  Cintas  garb. 
Still  branching  out:  first-aid  products,  doc- 
ument shredders,  cleaning  supplies.  Pend- 
ing lawsuit  by  drivers  claims  they  worked 
without  overtime  pay.  Retired  2003;  son 
Scott  runs  Cintas.  Richard  supports  veter- 
ans' causes,  education.  Gave  $30  million 
for  new  business  school  at  Miami  Univer- 
sity of  Ohio. 


William  Kellogg 

$1.1  billion 

Kohl's.  Menomonee  Falls,  Wis. 
62.  Married,  2  children 
With  partners  John  Herma  and  Jay  Baker, 
took  control  of  Kohl's  department  store 
chain  following  their  1986  management  buy- 
out. Expanded  family-operated  40-store 
chain  into  674-branch  empire.  Kellogg 
climbed  from  store  manager  to  chief  execu- 
tive. Retired  from  day-to-day  operations 
2001.  Surplus  inventories,  stiff  competition 
drained  stock  in  recent  years,  but  lately  ris- 
ing: up  15%  so  far  in  2005.  Also  investor  in 
used-car  chain  CarMax. 


Gary  Comer 

$1  billion 
Lands'  End.  Chicago. 
77.  Married,  2  children 
Chicago  native  quit  copywriting  job  to  sail 
full-time.  Sold  boating  equipment  through 
mail-order  catalog  to  fund  life  on  the  high 
seas.  Errant  apostrophe  in  Lands'  End 
moniker  became  permanent  typo  in  trade- 
mark (too  cosdy  to  reprint).  Relocated  to 
Wisconsin;  expanded  into  luggage,  clothes, 
outerwear.  Took  public  in  1986.  Sold  to 
Sears,  Roebuck  for  $1.9  billion  in  2002.  Phil- 
anthropy steered  toward  climate  change, 


children's  causes:  more  than  $40  million  tc 
new  University  of  Chicago  Comer  Children's 
Hospital. 


Paul  Fireman 

$1  billion 

Reebok.  Brookline,  Mass. 
61.  Married,  3  children 
It's  been  a  roller-coaster  ride,  but  after  26 
years  running  Reebok,  agreed  to  sell  the 
company  to  Germany's  Adidas  for  $3.8  bil- 
lion; should  take  home  close  to  $700  million 
cash  if  deal  is  approved.  Made  sweat  look 
fashionable  during  the  1980s  aerobics  craze, 
turned  Reebok  into  premier  athletic  com- 
pany until  knocked  out  by  Nike.  Dissident 
shareholders  asked  Fireman  to  step  down; 
he  refused.  Announced  2-year  deadline  in 
1996:  would  end  sales  slump  or  step  down. 
Did  just  that;  returned  1999,  restored  busi- 
ness. Stock  up  700%  since.  With  wife,  Phyl- 
lis, fights  homelessness  in  Massachusetts  via 
One  Family  and  the  Paul  &  Phyllis  Fireman 
Foundation. 

After  26  years  running  Reebok,  PAUL 
FIREMAN  is  finally  hanging  up  his  shoes.  In 
July  he  agreed  to  sell  the  footwearmaker  to 
Adidas  for  $3.8  billion. 
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I  he  best  service  anticipates  your  needs.  To  help  you  arrive  feeling  ready  for  business,  our  Arrivals  Lounge  at  Heathrow 
|s  the  services  of  a  spa.  You  can  step  off  the  plane  and  straight  into  a  shower,  a  robe,  even  a  Molton  Brown  facial  -  all  while 
bur  suit  is  being  pressed.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  whether 
lu're  enjoying  a  gourmet  meal,  or  our  infinitely  more  comfortable  flat  bed,  we  think  you'll  find  our  business  class  like  no  other. 


Visitba.com/clubworld  Business  class  is  different  on  BRITISH  AIRWAYS 


FORBES  400 


MANY  FORBES  400  MEMBERS  OWN  PROFESSIONAL  SPORTS  TEAMS.  IT'S  AN 
EXPENSIVE  HOBBY,  BUT  THE  THRILL  OF  VICTORY  MAKES  IT  ALL  WORTHWHILE. 


Micky  Arison 

$5.8  billion 

Carnival  Cruises.  Bal  Harbour,  Fla. 
56.  Married,  2  children 
The  Maritime  Midas  captains  Carnival  Corp., 
world's  largest  cruise  ship  operator,  last  year 
ferrying  6.3  million  passengers,  half  of  all  sea- 
faring vacationers.  Carnival  enjoyed  unprece- 
dented uptick  in  cruise-line  tourism — until 
Hurricane  Katrina.  The  company  lost  access 
to  the  Port  of  New  Orleans,  leaving  2  of  its 
ocean  liners  looking  for  new  ports.  Arison 
warned  investors  that  profits  might  slip  by  as 
much  as  $24  million  as  a  result  of  interrupted 
service.  At  a  recent  $50  per  share  Carnival 
stock  is  off  18%  from  its  January  high. 
Nonetheless,  this  year  proved  to  be  Arison's 
year  of  magnanimity.  Following  the  hurricane, 
he  chartered  3  Carnival  cruisers  to  the  federal 
government  to  provide  temporary  housing  for 
upwards  of  7,000  refugees  for  6  months.  Five 
months  earlier  Arison  donated  his  entire  $2.4 
million  bonus  to  tsunami  relief.  Owner  Miami 
Heat  basketball  franchise. 


William  Davidson 

$3.5  billion 

Glass.  Bloomfield  Hills,  Mich. 
82.  Divorced,  remarried;  2  children 
Lawyer  found  niche  saving  flailing  busi- 


nesses. Joined,  later  took  over,  uncle's 
interest  in  near-bankrupt  Guardian  Indus- 
tries 1957.  Erased  debt,  developed  archi- 
tectural flat  glass  business  before  taking 
public  1968.  Bought  back  1985  in  $500 
million  LBO.  Guardian  estimated  sales 
topped  $4.5  billion  last  year,  but  bigger  cel- 
ebration marking  championship  victories 
posted  by  his  3  professional  sports  teams: 
basketball's  Detroit  Pistons,  hockey's 
Tampa  Bay  Lightning,  women's  Detroit 
Shocks  basketball  team.  U.  of  Michigan 
grad  donated  $30  million  for  new  business 
school  and  Technion-Israel  Institute  of 
Technology. 


Carl  Pohlad 

$2.8  billion 
Banking.  Minneapolis. 
90.  Widowed,  3  children 
Owner  of  pro  baseball's  Minnesota  Twins 
happy  to  watch  team  win  on  his  90th  birth- 
day but  annoyed  not  to  be  watching  it  in 
new  stadium.  Still  continues  to  lobby  Min- 
nesota pols  for  new  venue.  Got  $1  billion 
selling  the  bank  he  bought  in  1955  to  Wells 
Fargo  in  2001.  Children  now  run  family 
businesses  day-to-day,  including  regional 
airline,  Pepsi  bottling  plant,  high-end  asset 
management.  Bought  Twins  in  1984, 
famous  for  overachieving  in  small  market. 


Ann  Walton  Kroenke 

$2.6  billion 

Wal-Mart.  Columbia,  Mo. 
55.  Married,  2  children 

E.  Stanley  Kroenke 

$1.8  billion 

Real  estate,  sports.  Columbia,  Mo. 
58.  Married,  2  children 
Husband  and  wife.  Ann  inherited  big  Wal 
Mart  stake  from  father,  James  (Bud)  Waltor 
(d.  1995),  who  cofounded  retail  chain  with 
brother  Sam.  Stan  made  money  as  a  rea 
estate  developer,  including  shopping  center: 
anchored  by  Wal-Mart  stores.  Also  own: 
more  than  1  million  acres  of  ranch  land 
Sports  fanatic  owns  stakes  in  pro  football': 
St.  Louis  Rams,  basketball's  Denver  Nuggets 
hockey's  Colorado  Avalanche. 


Melvin  Simon 

$2.5  billion 

Real  estate.  Indianapolis. 

78.  Divorced,  remarried;  4  children 

Herbert  Simon 

$1  billion 

Real  estate.  Indianapolis. 

71.  Divorced,  remarried;  6  children 

Mel  left  native  Brooklyn  for  Midwes 
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consumer-driven  suburbs.  En  route,  brief 
stint  in  the  Army,  sold  encyclopedias,  spent 
time  as  a  leasing  agent.  With  younger 
brother  Herb  made  fortune  covering  the 
U.S.  with  shopping  malls,  including  Min- 
nesota's infamous  Mall  of  America.  Cochair 
Simon  Property  Group,  nation's  largest 
publicly  traded  retail  REIT;  owns  or  oper- 
ates nearly  350  properties  in  North  America, 
Japan,  Europe.  Brothers  also  own  pro 
basketball's  Indiana  Pacers. 


Charles  Dolan 

$2.1  billion 

Cablevision  Systems.  Oyster  Bay,  N.Y. 
78.  Married,  6  children 
Cable  guy  had  humble  beginnings  but 
helped  start  what  became  Home  Box 
Office.  The  old  Time  Inc.  bought  out  his 
interest  by  handing  him  nascent  cable  sys- 
tems with  only  1,500  customers  in  1973. 
Thus  began  Cablevision,  which  today  is  na- 
tion's sixth-largest  cable  operator  with 
3  million  subscribers — and  with  largest  sin- 
gle contiguous  system  (and  prime  takeover 
bait).  "Chuck"  handed  chief  exec  title  to 
son  limmy  in  1995.  Father  and  son  clashed 
over  dad's  pet  project,  digital  satellite  TV 
venture  Voom,  after  it  racked  up  $500  mil- 
lion in  losses.  Rift  may  be  eased  by  pending 
$7.9  billion  deal  to  take  company  private.  A 
championship  by  the  company's  sports 
franchises,  pro  basketball's  New  York 
Knicks  and  hockey's  New  York  Rangers 
would  also  ease  the  pain. 


Glen  Taylor 

$2.1  billion 
Printing.  Mankato,  Minn. 
64.  Divorced,  5  children 
Minnesota  farm  boy  worked  way  through 
college  at  print  shop.  Persuaded  retiring 
owner  to  sell  for  $2  million  over  10  years. 
Paid  off  early,  built  Taylor  Corp.  into  $1.8 
billion  (sales)  printing  giant:  invitations,  sta- 
tionery, magazines.  Retired  as  CEO,  still 
chairman.  Former  Republican  state  senator, 
owner  pro  basketball's  Minnesota  Timber- 
wolves.  Also  agribusiness:  chickens,  liquefied 
eggs;  owns  9,000  acres  of  "good  farmland"  in 
Iowa,  Minnesota. 


Mark  Cuban 

$1.8  billion 

Broadcast.com.  Dallas. 
47.  Married,  1  child 

Former  bartender  started  Internet  broad- 
caster Broadcast.com  with  Indiana  Univer- 
sity acquaintance  Todd  Wagner  (see)  in 
1995.  Sold  to  Yahoo  5  years  later  for  $5.7 
billion  in  stock;  shrewdly  collared  shares 
before  Internet  bust.  Used  riches  to  buy 
Dallas  mansion,  Gulfstream  jet,  pro  basket- 
ball's Dallas  Mavericks.  With  Wagner, 
expanded  media  assets:  Rysher  Entertain- 
ment (owns  Kingpin,  Dear  God,  Nash 
Bridges),  film  distributor  Magnolia  Pic- 
tures, plus  big  investment  in  high- 


definition  television  network  HDNe 
Famous  for  wild  courtside  antics,  but  maj< 
NBA  fines  becoming  less  frequent:  "M 
new  passion  is  my  daughter." 


William  France  Jr. 

$1.6  billion 

Auto  racing.  Daytona  Beach,  Fla. 
73.  Married,  2  children 

James  France 

$1.6  billion 

Auto  racing.  Daytona  Beach,  Fla. 
61.  Married,  3  children 
Sons  of  William  H.G.  France  (d.  1992),  wh 
built  legendary  Daytona  Speedway,  founde 


Dalias  Mavericks  owner  MARK  CU8AN  hopes  to  score  in  high-definition  television. 
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JETWORK 

he  largest  and  fastest 
ational  wireless  data  network, 
he  largest  U.S.  provider  on 
ie  global  standard. 


EXPERTISE 

Our  people  and  partners 
make  wireless  work  for 
more  businesses  than  any 
other  wireless  carrier. 


APPLICATIONS 

The  broadest  and  deepest 
portfolio  of  wireless 
business  solutions. 


SERVICE 

24/7  enterprise-grade 
support.  And  a  service 
staff  dedicated  solely 
to  business  people. 


rea  time 


gets  Corporate 


Express  there  in  no  time. 

With  its  24/7  dedicated  business 
service  team,  Cingular  gave 
Corporate  Express  the  support, 
training,  and  technology  needed 
to  migrate  from  a  paper-based 
delivery  system  to  a  real-time 
wireless  solution.  From  system 
installation  and  operation  to 
employee  training,  the  Cingular 
service  team  ensured  a  seamless 
transition  to  the  ALLOVER™  network,  the  largest  digital  voice  and 
data  network  in  America.  For  the  leader  in  office  supplies,  Cingular 
increased  driver  productivity  while  reducing  administrative  costs. 


INGULAR     MAKES     BUSINESS     RUN  BETTER 


X  cingular 

raising  the  bar>.iill 

Find  out  how  Cingular  can  make  your  business  run  better: 
CALL  your  account  representative   -or-   CLICK  cingular.com/businessleader 


Cingular's  ALLOVER  data  network  covers  over  250  million  people  and  is  growing. 

Coverage  is  not  available  in  all  areas.  Global  coverage  based  on  coverage  in  174  countries,  fastest  claim  compares  Cingular's  measured  speed  of  its  EDGE 
network  to  other  carriers'  speed  claims  for  their  national  data  networks.  All  marks  property  of  their  respective  owners  ©2005  Cingular  Wireless.  All  rights  reserved. 
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Manchester  United  owner  MALCOLM  GLAZER 
loves  his  new  soccer  team.  The  team's  fans  are 
less  sanguine  about  its  new  owner. 


1 

... 


Nascar  racing  circuit.  Through  publicly 
traded  International  Speedway,  brothers  own 
11  racetracks,  host  more  than  100  racing 
events  a  year.  Bill  Jr.  took  over  as  CEO  in 
1972,  passed  reins  to  son,  Brian,  in  2003. 
Nascar  now  the  top  spectator  sport  in  the 
country,  generating  more  than  $2  billion  in 
licensed  goods  every  year.  Now  Nascar  scout- 
ing cities  in  the  Southeast  for  its  official  Hall 
of  Fame. 


ter  tracks,  additional  seating.  Set  to  enter 
drag  race  market  with  recent  offer  to  pur- 
chase National  Hot  Rod  Association.  Owns 
stakes  in  car  dealerships,  supports  child-re- 
lated causes  via  Speedway  Children's  Char- 
ities. Pledged  $50  million  for  monorail  pro- 
ject near  original  Charlotte  speedway. 


0.  Bruton  Smith 

$1.5  billion 

Speedway  Motorsports.  Charlotte,  N.C. 
78.  Divorced,  4  children 
Stock  car  racing  front  man  watched  first  auto 
race  as  an  8-year-old.  Began  promoting 
events  on  a  dirt  track  in  Midland,  N.C.  as  a 
teenager.  Launched  Charlotte  Motor  Speed- 
way in  1960,  went  bankrupt  just  2  years  later. 
I  Rebounded  with  Speedway  Motorsports:  6 
tracks  that  host  1 1  Nascar  Cup  series.  Took 
public  1995;  expanding  ever  since  with  bet- 


Robert  McNair 

$1.4  billion 

Energy,  sports.  Houston. 
68.  Married,  4  children 
Cogen  Technologies  founder  opted  for 
mostly  cash  when  he  sold  the  nation's 
largest  privately  held  power  company  to 
Enron  for  $1.5  billion  in  1999.  Became 
hometown  hero  bringing  Texans  pro  foot- 
ball expansion  team  to  Houston.  Avid 
horseman  controls  Stonerside  Stables,  win- 
ner of  59  Craded  Stake  horse  races.  Civic- 
minded:  taking  leading  role  in  project  to 
revitalize  downtown  Houston  with  pedes- 
trian-friendly streets  and  gardens. 


Arthur  Blank 

$1.3  billion 
Home  Depot.  Atlanta. 
63.  Divorced,  remarried;  6  children 
Fired  from  now-defunct  Handy  Dan  In 
provement  Center,  founded  Home  Depc 
with  Bernard  Marcus  (see)  in  1978,pioneere 
big-box  do-it-yourself  stores.  Hardware  giar 
now  1,800  locations;  youngest  retailer  to  sui 
pass  $70  billion  sales  milestone.  Owner 
NFL's  Atlanta  Falcons  made  quarterbac 
Michael  Vick  pro  football's  highest-pai 
player  with  10-year,  $130  million  contract  i 
December.  Also  owns  Georgia  Force  aren 
football  team. 


Malcolm  Glazer 

$1.3  billion 

Investments.  Palm  Beach,  Fla. 
77.  Married,  6  children 
Low-key  billionaire  thrust  into  the  limeligl 
with  $1.5  billion  purchase  of  pro  soccer 
Manchester  United.  Raised  the  ire  of  team 
rabid  fans,  raised  hundreds  of  millions  c 
dollars  in  preferred  stock  to  help  with  the  f 
nancing.  Also  owns  Tampa  Bay  Buccaneer 
pro  football  franchise  worth  $877  millioi 
Real  source  of  wealth  less  glitzy:  holdin 
company  Zapata,  its  best-known  big  inves- 
ment  in  fish-oil  outfit  Omega. 


Norma  Lerner 

$1.3  billion 

Inheritance.  Cleveland. 
69.  Widowed,  2  children 

Nancy  Lerner 

$1.3  billion 

Inheritance.  Cleveland. 
45.  Married,  5  children 

Randolph  Lerner 

$1.3  billion 

Inheritance.  Cleveland. 

43.  Married,  4  children 

Widow  and  children  of  Al  Lerner  (d.  2002 

founder  of  credit  card  giant  MBNA  and  sa\ 

ior  of  Cleveland  Browns  pro  football  frar 

chise.  Family  sold  40%  of  stake  in  MBNA  t 

pay  taxman;  will  convert  the  rest  to  share 
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OPEN:  The  Small  Business  Network  from  American  Express  and  Hertz  have  joined  together 
to  save  your  company  money.  Now  it's  easy  to  save  even  more  at  Hertz.  Just  pay  with  an  American 
Express®  Business  Card  and  save  an  extra  5%  off  your  total  rental  charges,  including  surcharges  and 
taxes.  The  extra  5%  savings  will  automatically  appear  on  your  American  Express  statement  and  is 
combinable  with  any  Hertz  GDP. 

The  savings  continue  to  add  up  when  you  use  Hertz  CDP#306613  for  up  to  20%  off  Hertz  Business  Travel 
Rates.  Plus,  as  an  American  Express  Business  Cardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1 
Club  Gold®  membership,  our  fastest  way  to  rent  a  car.  For  details,  go  to  http://www.hertz.com/open. 

To  make  a  reservation,  go  to  hertz.com,  call  1-800-654-3131  or  contact  your  travel  professional. 
To  learn  more  or  apply  for  an  American  Express  Business  Card,  call  1-888-473-5816  or  visit 
open  .americanexpress. com/hertz . 

Rent  Wisely. ™ 

L  Keyword:  hertz 

rtz  rents  Fords  and  other  fine  cars.  <s  Reg.  i  s.  Pat. Off.  ©  2005  llcriz  System,  [no. 

)K  VOI  R  INFORMATION:  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express®  Business  Card.  Savings 
ailable  only  at  participating  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice.  Hertz  terms  and  conditions 
ply  For  more  information  please  visit  open.americanexpress.com/savings. 
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and  cash  pending  $35  billion  sale  to  Bank  of 
America;  merger  will  create  country's  largest 
credit  card  lender.  Struggling  Browns  still  a 
keeper.  Randy  shook  up  management  after 
recent  losing  seasons,  hired  new  coach 
Romeo  Crennel.  Norma  and  former  prose- 
cuting attorney  Nancy  keep  low  profile,  but 
known  for  Cleveland-area  philanthropy, 
especially  medical  causes. 


Robert  Drayton 
McLane  Jr. 

$1.2  billion 

Wal-Mart,  logistics.  Temple,  Tex. 
69.  Married,  2  children 
Grandfather  created  wholesale  grocery  busi- 
ness in  1920s.  McLane  joined  1959,  worked 
night  shift  loading  trucks  after  earning 
M.B.A.  from  Michigan  State.  Rose  to  presi- 
dent 1965.  Sold  family  business  to  tennis 
partner  Sam  Walton  for  cash  and  Wal-Mart 
shares  in  1990.  Invested  windfall  in  pro  base- 
ball's Houston  Astros.  Also  chairman  of  pri- 
vately held  McLane  Group;  logistics  ventures 
focus  on  exporting  U.S.  goods,  revamping 
transportation  for  military.  Sits  on  board  of 
Boy  Scouts  of  America. 


William  Clay  Ford  Sr. 

$1.2  billion 
Ford  Motor  Co. 

Grosse  Pointe  Shores,  Mich. 
80.  Married,  4  children 
Ford  Motor — once  synonymous  with  Amer- 
ican industrial  might — now  struggling. 
Blame  intense  foreign  competition,  lack  of 
creativity  for  declining  market  share.  When 
grandfather  Henry  Ford  began  business  in 
1903,  there  were  scores  of  car  manufacturers 
in  the  U.S.  His  vision:  produce  affordable 
cars  for  the  masses.  A  century  later  only  Ford 
and  General  Motors  remain  independent, 
and  both  are  ailing.  Henry's  grandson  "Bill 
Sr."  remains  largest  shareholder;  stock  down 
40%  in  past  year.  Son  and  chief  exec,  Bill  Jr., 
forgoing  salary  until  company  recovers.  It 
could  be  a  while:  Bill  Jr.  shook  up  manage- 
ment— again — in  September  because  of 
flagging  profits.  Spends  retirement  watching 
his  Detroit  Lions  pro  football  team  compete 
in  $350  million  Ford  Field,  home  of  die  2006 
Super  Bowl. 


worth  $1  billion.  Building  new  $770  million 
stadium,  most  expensive  sports  venue  in  his- 
tory. "We're  going  to  have  the  highest  rev- 
enue in  the  NFL." 


Alex  Spanos 

$1.1  billion 

Real  estate.  Stockton,  Calif. 
82.  Married,  4  children 
Left  family's  bakery  to  break  into  construc- 
tion, property  management.  Has  built  more 
than  80,000  units  in  18  states.  Just  finished 
fancy  6-story  office  building  in  California's 
San  Joaquin  County.  Son  Dean  heads  most 
valuable  asset:  pro  football's  San  Diego 
Chargers.  Pledged  $200  million  for  new  sta- 
dium, but  no  dice  yet.  Insists  he's  not  push- 
ing to  move  team  to  LA. 


Jerral  Jones 

$1.1  billion 

Dallas  Cowboys,  oil  and  gas.  Dallas. 
62.  Married,  3  children 
Captain  of  the  1964  Cotton  Bowl-winning 
U.  of  Arkansas  Razorbacks  football  team. 
Joined  father's  insurance  business  after  earn- 
ing M.B.A.  Wildcatter  hit  gas  with  first  13 
wells  drilled  in  early  1970s.  Struck  gold  again 
with  purchase  of  Dallas  Cowboys  football 
team  in  1989.  Original  $140  million  now 


Robert  Kraft 

$1.1  billion 
New  England  Patriots. 
MlglMl  Brookline,  Mass. 
iKWIei  63.  Married,  4  children 
Observant  Jewish  father  was  dressmaker  in 
Boston's  Chinatown  district,  wanted 
Robert  to  be  a  rabbi.  Went  to  Harvard  Busi- 
ness School  instead.  Married  Myra  Hiatt, 
whose  father  ran  packaging  company 
Rand-Whitney.  Joined,  eventually  bought 
company  in  1972.  Same  year  started  Inter- 
national Forest  Products:  owns  mills, 
manufactures  and  distributes  paper  and 
packaging  products  in  80  countries.  Ful- 
filled lifelong  desire  to  own  pro  football's 
New  England  Patriots  in  1994,  paying  then- 
record  $172  million.  Sports  franchise  now 
a  $1  billion  dynasty:  Super  Bowl  champs 
2001,  2003,  2004.  Likes  team  players:  "Ifi 
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The  printing  business  made  GLEN  TAYLOR 
rich.  His  Timberwolves  make  him  popular 
in  the  Twin  Cities. 
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you  keep  the  turkeys  out  of  your  life,  then 
good  things  can  happen." 


Arturo  Moreno 

$1  billion 

Billboards.  Phoenix. 
59.  Married,  3  children 
Vietnam  vet  joined  advertising  guru  William 
Levine,  who  started  Outdoor  Systems  in 
1980  with  billboards,  ads  in  bus  stations. 
Duo  took  company  public  1996,  later  sold 
to  Infinity  Broadcasting  1999  for  $8.7  billion 
in  stock  (now  Viacom  shares).  Phoenix  na- 
tive also  big  real  estate  investor:  bought  1,800 
acres  near  Mesa,  Ariz,  for  commercial  devel- 
opment. Bought  Anaheim  Angels  (now  of 
Los  Angeles)  in  2003  for  $184  million;  base- 
ball franchise  now  worth  $260  million. 
Donates  to  youth  education  and  athletics 
projects  through  Moreno  Family  Founda- 
tion in  Arizona,  Angels  Foundation  in  south- 
ern California.  Also  provides  scholarships  to 
athletes  at  alma  mater  U.  of  Arizona. 


Jeremy  Jacobs 

$1  billion 

Delaware  North.  East  Aurora,  N.Y. 
65.  Married,  6  children 
Father  opened  popcorn  stand  in  1915, 
grew  into  major  sports  concessions 
business.  Jeremy  took  over  company  after 
father's  death,  transformed  Delaware 
North  into  global  player  in  food  and  hos- 
pitality. Operates  concessions  at  major 
ballparks,  airports,  visitor  centers  at 
national  parks.  Owns  Tenaya  Lodge,  desti- 
nation resort  near  Yosemite  National  Park; 
Harrison  Hot  Springs  &  Spa  in  British 
Columbia.  Also  Boston's  Fleet  Center,  pro 
hockey's  Boston  Bruins.  Avid  horseman 
created  equestrian  sanctuary  on  400  acres 
near  Wellington,  Fla. 


Stephen  Bisciotti 

$960  million 
Outsourcing,  football. 

Severna  Park,  Md. 

45.  Married,  2  children 

Founded  Aerotek  at  age  23  with  $3,500  to 

provide  engineers  to  aerospace  industry. 


Now  owns  majority  stake  in  job  outsourcer 
Allegis  Croup.  Nation's  third-largest.staffing 
firm  places  accounting,  medical,  construc- 
tion, call-center  workers.  Estimated  sales: 
$3.6  billion!  Last  year  completed  $600  mil- 
lion purchase  of  pro  football's  Baltimore 
Ravens  from  Art  Modell;  now  holds  99% 
after  serving  4  years  as  minority  owner. 


"Shots"  spent  summers  in  high  school 
building  piers  in  waterways  outside  of 
Charm  City.  Cigar  enthusiast's  mansion 
divided  into  smoking  and  nonsmoking 
sections.  Still  owns  first  car,  1969  white 
convertible  MGB,  but  now  shuttles  friends 
to  U.  of  Maryland  basketball  games  viai 
private  jet. 
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Morning  commuter  or  innovative  original?  It's  all  a  matter  of  perspective.  At  The 
Standard,  we  do  more  than  offer  group  disability,  life  and  dental  insurance  and 

retirement  plans.  We  listen  to  our  1 

EMPLOYEE  BENEFITS 

customers  and  then  deliver  products 
and  services  featuring  the  benefits  they  value  most.  Take  a  fresh  look  at  your  ; 
employee  benefits  plan.  You  may  see  some  unexpected  possibilities. 

LIFE     DISABILITY     DENTAL    RETIREMENT       STANDARD.COM    I   STANDARD-NY.COM  I 


Standard  Insurance  Company,  headquartered  in  Portland,  Oregon,  is  licensed  in  all  states  except  New  York.  The  company  offers  life,  disability  and 
dental  insurance  products  and  retirement  plans.  Product  provisions  and  features  may  vary  by  state.  The  Standard  Life  Insurance  Company  of  New  York, 
headquartered  in  White  Plains,  New  York,  is  licensed  in  the  state  of  New  York  and  offers  group  life,  disability  and  dental  insurance  products. 


FORBES  400 


At  Your 

Service 

! 


T'S  A  SERVICE  ECONOMY.  THESE  FORBES  400  MEMBERS  MAKE  THEIR 
MONEY  BEING  AT  YOUR  BECK  AND  CALL.  THEY  GET  RICHER  WITH 
EVERY  CAR  LEASED,  EVERY  ROOM  RENTED  AND  EVERY  LOAN  GRANTED. 


Jack  Taylor 

$6  billion 

Enterprise  Rent-A-Car.  St.  Louis. 
83.  Married,  2  children 
Left  Washington  University  and  landed  in 
Navy,  became  fighter  pilot  on  U.S.S.  Enter- 
prise during  World  War  II.  Sold  cars  after 
war,  became  regional  Cadillac  distributor. 
Took  50%  pay  cut  to  start  own  car-leasing 
business  with  boss;  offered  rentals  as  tem- 
porary replacements  for  stolen,  wrecked  cars. 
Business  boomed  in  1970s  after  courts  made 
insurance  companies  pay  for  replacement 
rentals.  Emphasizes  training,  motivation  of 
employees.  Son  Andrew  began  working  for 
father  "as  soon  as  I  could  drive";  now  chair- 
man and  chief  executive  of  car  rental  giant. 
Also  owns  Centric  Group:  supplies  food,  toi- 
letries to  prison  commissaries;  manufactures 
branded  backpacks  and  Mylar  balloons. 
Given  recent  value  placed  on  smaller  rival 
Hertz,  net  worth  could  be  considerably 
higher. 


John  Menard  Jr. 

$5  billion 

Home  improvement  stores. 

Eau  Claire,  Wis. 
65.  Twice  divorced,  6  children 
Do-it-yourself  retailer  lately  spitting  nails. 
Paid  $216  million  in  taxes  in  2002,  IRS  wants 
$13.3  million  more.  Converted  from  C  cor- 
poration (salary  deducted  from  pretax  in- 
come, then  profit  taxed  twice)  into  nation's 
second-largest  S  corp  (profits  taxed  once  at 
same  rate  as  salary).  Founded  home  im- 
provement store  Menard  1972,  expanded. 
Today  Menard  operates  200-plus  locations 
(mostly  in  Midwest),  27,000  employees. 
Sales:  $6  billion. 


Charles  Schwab 

$3.8  billion 

Discount  stock  brokerage.  Athertort,  Calif. 

68.  Married,  5  children 

Stanford  grad  started  eponymous  discount 


stock  brokerage  in  1971.  Accounts  skyrock- 
eted during  the  Internet  boom  only  to  nose- 
dive in  tech  crash.  Relinquished  CEO  posi- 
tion in  2003;  took  back  a  year  later  amid 
sagging  profits.  Plans  to  remain  chairman 
through  January  2007,  but  so  far  no  specific 
plans  for  succession.  Dyslexic,  started  the 
Charles  &  Helen  Schwab  Foundation  for  chil- 
dren with  learning  disabilities  and  AD/HD. 

Richard  Schulze 

$3.7  billion 
Best  Buy.  Edina,  Minn. 
64.  Widowed,  remarried;  10  children 
Electronics  salesman  for  Dad's  distribution 
company,  skipped  college  to  open  car  stereo 
shop  1966.  Later  lured  older  customers  with 
VCRs,  small  appliances.  Early  proponent  of 
big-box-store  concept:  piled  inventory  on  sales 
floor,  let  customers  fondle  merchandise.  Took 
public  as  Best  Buy  in  1985.  Today  S27  billion  in 
sales,  more  than  800  locations.  Stepped  down 
as  CEO  in  2002.  Quiet  philanthropist  gives  to 
children,  families  and  education. 
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Richard  DeVos 

$3.4  billion 
Alticor.  Ada,  Mich. 
79.  Married,  4  children 
Cofounder,  along  with  high  school  friend 
Jay  Van  Andel  (d.  2004),  of  Amway,  giant 
direct-seller  of  cosmetics,  nutritional  sup- 
plements. Pair  started  pushing  all-purpose 
cleaner  to  friends  in  1959;  now  more  than  3 
million  salespeople  generating  $6  billion  a 
year  under  Alticor  name.  Biggest  market  is 
Asia:  China  sales  doubled  in  2004.  DeVos 
now  retired,  serves  on  board;  second  gen- 
eration of  both  families  in  charge.  Family 
also  owns  NBA's  Orlando  Magic. 


B.  Wayne  Hughes  . 

$3.2  billion 

Public  Storage.  Malibu,  Calif. 
72.  Divorced,  3  children  (1  deceased) 
Got  start  in  storage  business  in  1972  after 
stopping  at  warehouse  on  road  trip  and 
learning  it  was  full.  Lost  potential  customers 
with  confusing  signs:  people  thought  "Pri- 
vate Storage"  meant  closed  to  the  general 
public.  New  name  brought  them  in  droves. 
Today  Public  Storage  the  nation's  largest 
self-storage  company,  with  over  1 ,400  stor- 
age facilities  in  37  states.  Also  real  estate:  10 
million  square  feet  of  commercial  space 
through  affiliate  PS  Business  Parks.  Supports 


cancer  causes,  particularly  children's 
leukemia.  Last  year  donated  $200  million  to 
Parker  Hughes  Cancer  Center  in  St.  Paul, 
Minn.,  named  for  his  late  son. 


Roland  Arnall 

$3  billion 

Mortgage  banking.  Holmby  Hills,  Calif. 
66.  Divorced,  remarried 
Private  founder  of  mortgage  lender 
Ameriquest  built  fortune  selling  mortgages 
to  homeowners  unable  to  get  traditional 
bank  loans.  Firm  recendy  accused  of  being 
too  aggressive;  lawsuits  pending  over  lending 
practices.  Born  in  Paris,  moved  after  WWII 
to  Canada,  relocated  to  California  late  1950s. 
Peddled  flowers  on  streets  of  LA,  began  buy- 
ing and  selling  commercial  buildings. 
Started  Long  Beach  Savings  1979;  first  to  use 
computers  to  search  for  prospective  borrow- 
ers, speed  up  loan  process.  Generated  $83 
billion  in  loans  last  year.  Contributed  to  both 
political  parties  equally.  With  wife  raised 
more  than  $12  million  for  President  Bush 
since  2002;  nominated  in  July  to  be  U.S. 
ambassador  to  the  Netherlands.  Other 
investments  include  oil  and  gas,  real  estate. 

J.  Joseph  Ricketts  & 
family 

$2.5  billion 
Ameritrade.  Omaha. 
64.  Married,  4  children 
Nebraska-born  (and  bred),  ran  anonymous 
discount  brokerage.  Took  business  online 
1994,  transformed  into  Internet  powerhouse. 
Public  1997.  Today  Ameritrade  manages  3.7 
million  accounts,  executes  146,000  transac- 
tions a  day.  Prefers  role  of  predator  to  prey: 
rejected  recent  $6  billion  bid  by  archrival  E- 
Trade;  announced  planned  acquisition  of  TD 
Waterhouse  for  $2.9  billion  this  summer.  If 
merger  completed,  firm  will  become  world's 
largest  online  retail  broker  in  daily  volume. 

Stephen  Bechtel  Jr. 

$2.4  billion 

Engineering,  construction. 

San  Francisco. 

80.  Married,  5  children 
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(ury,  as  they  say,  is  in  the  details.  It  is  so  often  the  little  details  that  make  all  the  Always  included:  Dining  at  all  specialty  restaurants.  All  non-alcoholic  beverages 

lerence.  And  when  you  cruise  with  the  World's  Best,  the  difference  is  Crystal  dear.  throughout  the  ship.  Specialty  coffees  and  pastries  in  The  Bistro.  Menu  of  pillow 

Lively  on  Crystal:  "World's  Best  Service"  from  award-winning  officers,  staff  and  *°klB  *  ^  Qom?M^ town  ^  transportation  service, 

w.  Concierges  who  are  members  of  "Les  Clefs  d'Or."  Complimentary  Penthouse  To  experience  the  Crystal  difference  on  any  of  our  distinctive  worldwide  voyages, 

enities  including  butler  service  with  personal  bar,  pressing  and  packing  services.  contact  your  travel  agent,  visit  www.crystalcruises.com  or  call  1  866  569  6200. 


CRYSTAL  CRUISES 
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Hyatt  heir  TOM  PRITZKER  is  struggling  to  carve  up  the  family's  $18.6  billion  fortune. 


Riley  Bechtel 

$2.4  billion 

Engineering,  construction. 

San  Francisco. 
53.  Married,  3  children 
Father  and  son,  third-  and  fourth-genera- 
tion heads  of  worldwide  engineering  giant 
that  built  Hoover  Dam  and  Channel  Tun- 
nel. Now  active  from  Iceland  to  Australia: 
prominent  projects  include  Iraqi  infrastruc- 
ture, China's  largest  petrochemical  plant, 
Boston's  Big  Dig,  Washington  State's 
Tacoma  Narrows  Bridge.  Stephen  president 
1960-90.  Riley  now  chairman,  CEO. 


Bernard  Marcus 

$2.2  billion 

Home  Depot.  Atlanta. 

76.  Divorced,  remarried;  3  children 

With  partner  Arthur  Blank  (see)  founded 

home  improvement  chain  Home  Depot 

1978  after  getting  fired  from  Handy  Dan  Im- 


provement  Center.  Revolutionized  hardware 
stores  by  catering  to  do-it-yourselfers,  pro- 
fessional contractors;  stacked  inventory  to 
the  ceilings.  GOP  backer  donated  $200  mil- 
lion to  build  public  aquarium  in  hometown 
Atlanta. 


Nancy  Laurie 

$2.2  billion 
Wal-Mart.  Columbia,  Mo. 
54.  Married,  1  child 

Father,  James  (Bud)  Walton,  and  his  brother, 
Sam  Walton,  ran  a  handful  of  small  five-and- 
dime  stores  in  Arkansas  and  Missouri;  with 
Sam,  Bud  built  the  first  Wal-Mart  in  Rogers, 
Ark.  in  1962.  Nancy  inherited  large  Wal- 
Mart  stake  after  Bud's  death  in  1995.  Estab- 
lished and  serves  as  president  of  New  York 
City's  Cedar  Lake  Ensemble,  also  Missouri's 
Columbia  Performing  Arts  Center:  dance  in- 
struction school  enrolls  nearly  600  students 
per  year.  With  husband,  Bill,  owns  pro 
hockey's  St.  Louis  Blues.  Big  givers  to  Mis- 


souri-area hospitals,  young  women's  causes 
Donated  $25  million  to  U.  of  Missouri  fo 
new  basketball  arena  named  after  daughter 
Paige. 


Steven  Udvar-Hazy 

$2.1  billion 

International  Lease  Finance. 

Beverly  Hills,  Calif. 
59.  Married,  4  children 
Budapest-born  immigrant  escaped  Sovie 
occupation  with  family  to  Sweden,  then  tc 
New  York  1958.  Moved  to  LA,  studied  eco- 
nomics at  UCLA.  Plane  enthusiast  ran  owr 
aircraft  brokering,  consulting  business  in  col- 
lege. With  $150,000  savings,  $1.7  millior 
bank  loan,  started  International  Lease  Fi- 
nance with  fellow  Hungarians  Louis  anc 
Leslie  Gonda  (see  both).  Business  took  off  a: 
airlines  lined  up  for  cheap,  low- risk  leases 
became  one  of  world's  largest  aircraft  lessors 
Sold  to  AIG  in  1990.  Recently  gave  $66  mil- 
lion to  the  Steven  Udvar-Hazy  Center  of  the 
National  Air  &  Space  Museum  at  the  Smith- 
sonian Institute. 


David  Green 

$2  billion 

Hobby  Lobby.  Oklahoma  City. 
63.  Married,  3  children 
Started  chain  of  arts-and-crafts  stores  with 
$600  loan  in  1972.  Prefers  retrofitting  old 
stores  to  new  construction;  eschews  bar  codes, 
as  middlemen  eat  profits.  Today  Hobby  Lobby 
operates  360  stores,  most  west  of  the  Missis- 
sippi. Sales:  $1.5  billion.  Devout  Christian  put 
up  $30  million  to  finance  faith-based  movies 
produced  by  son,  Mart.  Lives  to  spread  the 
Word.  "We  feel  like  we  have  an  answer  for 
'Why?'  To  change  lives  for  eternity." 


Roger  Penske 

$2  billion 

Cars.  Birmingham,  Mich. 

68.  Married,  5  children 

Star  racecar  driver  retired  from  racing  in  1965 

at  age  28.  Worked  for  Alcoa;  left,  bought 

Chevy  dealership.  Started  Penske  Corp.  1969: 

truck  leasing,  truck  parts  manufacturer,  diesel 

engine  maker,  auto  dealerships.  In  addition! 
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controls  more  than  250  dealerships  in  the  U.S. 
and  Europe  as  chairman  of  United  Auto 
Group,  nation's  second-largest  auto  dealer. 
Owns  2  Indy  car  teams,  3  Nascar  teams;  part- 
owner  of  Deer  Valley  ski  resort  in  Utah.  Busy 
planning  big  party  for  Detroit  as  chairman  of 
host  committee  for  2006  Super  Bowl. 

Thomas  Pritzker 

$1.9  billion 

Hotels,  investments.  Chicago. 
55.  Married,  3  children 

Penny  Pritzker 

.  $1.8  billion 

Hotels,  investments.  Chicago. 
:  46.  Married,  2  children 

I  James  Pritzker 

$1.7  billion 

i  Hotels,  investments.  Chicago. 
J  54.  Divorced,  3  children 

I  John  A.  Pritzker 

$1.7  billion 

!  Hotels,  investments.  San  Francisco. 
'■  52.  Married,  3  children 

I  Karen  Pritzker 

$1.7  billion 

Hotels,  investments.  New  Haven,  Conn. 
47.  Married,  4  children 


Daniel  Pritzker 

$1.7  billion 

Hotels,  investments.  Marin  County,  Calif. 
46.  Married,  5  children 

Anthony  Pritzker 

$1.7  billion 

Hotels,  investments.  Los  Angeles. 
44.  Married,  4  children 

Jean  (Gigi)  Pritzker 

$1.7  billion 

Hotels,  investments.  Chicago. 
43.  Married,  3  children 

Jay  Robert  Pritzker 

$1.7  billion 

Hotels,  investments.  Evanston,  III. 
40.  Married,  2  children 


CHARTER  •  BROKERAGE  •  MANAGEMENT  •  NEW  BUILD  •  TECHNICAL  SERVICES 


TEL  +1  212  223  0410 
NEWYORK@NIGELBURGESS.COM 

TEL  +44  20  7766  4300 
LONDON@NIGELBURGESS.COM 

WWW.NIGELBURGESS.COM 


Nigel 
Burgess 


You  know  that  question 
that  goes  through  your  mind 
when  you  take  your 

generic  drug? 

Here's  the  answer. 


FDA  ensures  that  your  generic  drug  is  safe  and  effective.  All  generic  drugs 
are  put  through  a  rigorous,  multi-step  approval  process.  From  quality  and 
performance  to  manufacturing  and  labeling,  everything  must  meet  FDA's 
high  standards.  We  make  it  tough  to  become  a  generic  drug  in  America  so 
it's  easy  for  you  to  rest  assured.  Call  1-888-INFO-FDA 
or  visit  our  website  at  www.fda.gov/cder/  to  learn  more. 

Generic  Drugs:  Safe.  Effective.  FDA  Approved.    U.S.  Food  and  Drug  Administration 


U  S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
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Linda  Pritzker 

$1.5  billion 

Hotels,  investments.  St.  Ignatius,  Mont. 
51.  Divorced,  3  children 

Nicholas  Pritzker 

$1.3  billion 

Hotels,  investments.  Chicago. 
61.  Married,  4  children 
Grandchildren  and  nephew  of  A.N.  Pritzker 
(d.  1986),  who,  with  sons  Jay  (d.  1999)  and 
Robert,  created  industrial  conglomerate 
Marmon  (2004  sales:  $6.4  billion)  and  hotel 
chain  Hyatt  (21 1  hotels  worldwide).  Plan  to 
pass  control  of  empire  to  Jay's  son  Tom, 
cousin  Nick  and  niece  Penny  collapsed  in 
2001;  family  agreed  to  carve  up  empire  11 
ways.  Family  drama  sparked  by  Robert's  2 
youngest  children,  Matthew  and  Liesel,  who 
filed  suit  in  Chicago  and  the  Bahamas,  where 
family  maintains  offshore  trusts;  each  settled 
for  $500  million  last  year.  But  dynastic  carve- 
up,  including  sales  or  initial  public  offerings 
of  Marmon  and  Hyatt  to  be  completed  be- 
fore 201 1,  in  perplexing  standstill  mode  now. 
Tom:  chief  executive  of  Pritzker  Organiza- 
tion. Penny:  chief  of  Hyatt's  senior  housing 


Marriott  hotel  maven  J.W.  MARRIOTT  (right)  will  have  to  clean  up  his  New  Orleans  properties. 


division.  James:  retired  U.S.  Army  colonel, 
founder  of  Pritzker  Military  Museum.  John: 
runs  private  equity  fund,  invests  in  retailing, 
hospitality,  entertainment,  resorts.  Linda: 
psychoanalyst,  political  activist.  Tony:  with 
brother,  J.B.,  runs  venture  capital  fund,  in- 
vests in  technology,  manufacturing.  Karen: 
runs  nonprofit  educational  Web  site  My- 
hero.com.  Daniel:  guitarist,  songwriter.  Gigi: 
filmmaker.  Nicholas  runs  Hyatt 
Development. 


Frederick  Smith 

$1.7  billion 

FedEx.  Memphis. 

61.  Divorced,  remarried;  10  children 
Yale  undergrad  wrote  senior  thesis  outlin- 
ing overnight  delivery  service.  After  stint 
in  Vietnam  worked  as  crop-dusting  pilot, 
bought  small  stake  in  Arkansas  aviation 
firm.  With  venture  capital,  small  inheri- 
tance, launched  Federal  Express  in  1973. 
FedEx  now  the  world's  biggest  overnight 
freight  service,  delivering  more  than  6  mil- 
lion shipments  a  day.  New  cargo  hub  in 
Guangzhou,  China  under  way.  History 
buff,  minority  owner  of  pro  football's 
Washington  Redskins. 


Louis  Gonda 

$1.7  billion 

International  Lease  Finance. 

Beverly  Hills.  Calif. 
57.  Married,  5  children 

Leslie  Gonda 

$1.2  billion 

International  Lease  Finance. 

Beverly  Hills,  Calif. 
85.  Married,  3  children 
Father  and  son.  Leslie  survived  Holocaust 
with  wife,  Susan;  fled  Hungary  for  Venezuela 
1947.  Moved  to  California  1963,  in  time  for 
construction  boom.  With  son,  Louis,  and 
friend  Steven  Udvar-Hazy  (see),  bought, 
leased  airplanes  to  major  carriers  in  the  U.S. 
Took  International  Lease  Finance  public 
1983;  became  one  of  the  world's  largest  air- 
craft lessors.  Sold  to  American  Insurance 
Group  1990  for  stock.  Louis  retired  as  AIG 
executive  vice  president  in  1995,  tends  to 
commercial  real  estate,  venture  capital  in- 
vestments via  Lexington  Commercial  Hold- 
ings. Trustee  of  Scripps  Research  Institute 
for  biomedical  science.  Leslie  generous  to 
UCLA  Hospital,  Mayo  Clinic  and  Israel's 
Bar-Ilan  University. 
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An  investment  portfolio  isn't  the  only  thing  that  should  be  well-balanced.  A  balanced  life  is  pretty  important 
too  —  and  Northern  Trust  can  help  you  with  both.  We'll  give  you  the  personal  attention  of  a  dedicated  advisor. 
Supported  by  an  entire  team  of  wealth  experts,  who  will  analyze  your  investment  options,  and  develop  a  plan  that 
is  right  for  you.  Because  where  you  want  to  go  in  life  is  up  to  you.  It's  our  job  to  help  you  get  there.  If  you'd  like 
to  know  more,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 


Northern  Trust 


Private  Banking  |  Asset  Management  |  Financial  Planning  |  Trust  Services  |  Estate  Planning  Services  |  Business  Banking 


Mexico  City      Toronto      Houston      Sydney      Los  Angeles      Vancouver      Miami      Hampshire      Buenos  AlH 


AT  YOUR  SERVICE 


Michael  Krasny 

$1.6  billion 

CDW  Corp.  Highland  Park,  III. 
52.  Married,  1  child 

Son  of  a  used-car  salesman  quit  job  with 
Dad  to  sell  used  computers  after  placing  $3 
dollar  ad  in  Chicago  Tribune  to  sell  old  PC. 
Saw  potential  in  discount  computer  sales, 
started  Computer  Discount  Warehouse 
1984.  Today  CDW  sells  $6  billion  in  com- 
puter gear,  mosdy  to  businesses,  government. 
Stepped  down  as  chief  executive  in  2001, 
spends  time  managing  personal  portfolio; 
invests  in  low-risk  stocks  and  bonds. 

J.  Willard  Marriott  Jr. 

$1.5  billion 

i  Hotels.  Potomac,  Md. 
I  73.  Married,  4  children 

Richard  Marriott 

$1.4  billion 

!  Hotels.  Potomac,  Md. 

!  66.  Married,  4  children 
Sons  of  J.W.  Marriott  Sr.  (d.  1985),  who 

I  started  service  empire  with  root  beer  stand 

|  Hot  Shoppe  in  1927;  became  regional  chain. 

.Added  first  hotel,  Twin  Bridges,  1957. 

!  Willard  Jr.  named  president  1964.  Built  ho- 

:  tels  and  restaurants,  exited  latter  in  1989. 
Since  1993  brothers  split  company  amid 
bondholder  protest:  Richard  heads  hotel 
owner  Host  Marriott;  Willard  Jr.  controls 
manager  and  franchiser  Marriott  Interna- 
tional. Active  Mormons  fund  education,  help 
disabled  people  find  jobs. 


James  Moran 

$1.4  billion 

Auto  distributorships.  Deerfield  Beach,  Fla. 
87.  Widowed,  remarried;  3  children 
Started  pumping  gas  at  age  14.  Opened  Hud- 
son dealership  in  1946,  then  Courtesy  Ford 
1955;  became  world's  largest  Ford  dealership 
within  30  days  and  Chicago  icon,  thanks  to 
"The  Courtesy  Man"  television  commercials. 
Retired  to  Florida  1966,  battled  cancer,  won. 
Acquired  regional  Toyota  distributorship 
1968;  today  Southeast  Toyota  Distributors 
the  world's  largest  privately  held  Toyota  dis- 
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tributor.  Sales:  $8.2  billion.  Founded  the 
Youth  Automotive  Training  Center  in  1984, 
provides  automotive  training,  education  to 
south  Florida's  youth.  Other  goodwill  done 
via  the  Jim  Moran  Foundation. 

Joseph  Jamail  Jr. 

$1.4  billion 

Lawsuits.  Houston. 
79.  Married,  3  children 
Salty-tongued  tort  lawyer  still  going  strong. 
This  year  represented  victims  of  BP  refinery 
explosions  near  Houston.  Company  got 
scared,  settled  with  his  12  clients  for  "very 
substantial"  amounts.  Started  in  DA's  office, 
formed  own  firm  1955.  Built  business  on 
personal  injury  cases.  Big  score  handling 
Texaco-Pennzoil  merger  1987:  received  esti- 
mated $345  million  in  fees.  Big  donor  to 
alma  mater  U.  of  Texas.  Enjoys  the  finer 
things:  shrimp  and  beer. 


Victor  Fung 

$1.4  billion 
Distribution.  Hong  Kong. 
60.  Married,  3  children 
With  brother  William  runs  family's  $6  bil- 
lion Hong  Kong  import-export  firm  Li  & 
Fung.  Sources,  exports  for  clients  like 
Disney,  Coca-Cola,  Kohl's.  Recently  signed 
licensing  deal  to  design,  manufacture  and 
distribute  clothing  under  Levi  Strauss  label. 


Albert  Ueltschi 

$1.3  billion 

FlightSafety  International. 

Flushing,  N.Y. 
88.  Widowed,  4  children 
Radio  reports  of  Charles  Lindbergh's 
transatlantic  flight  inspired  this  Kentucky 
farm  boy  to  open  hamburger  stand  near 
his  school  to  pay  for  flying  lessons. 
Dropped  out  of  U.  of  Kentucky  to  pursue 
flying;  spent  10  years  flying  with  PanAm. 
Launched  pilot  training  school  FlightSafety 
International  in  1951.  Went  public  1968. 
Sold  to  Warren  Buffett  1996;  received 
16,000  shares  of  Berkshire  Hathaway  stock. 
Main  diversion:  Orbis  International,  non- 
profit dedicated  to  reducing  blindness  in 
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Four  Seasons 

At  Four  Seasons,  we  believe 
our  success  is  best  measured 
by  your  success.  Which  is  why 
we've  created  a  world  of  hotels 

dedicated  to  keeping  you 
at  your  best.  wlth  surroundings 
that  comfort  and  inspire,  and 

flawless  service  that  is 
always  at  the  ready.  in  short, 

all  you  need  to  accomplish 
everything  you  set  out  to  do. 


Contact  your  travel  consultant, 
visit  www.fourseasons.com  or  in 
the  U.S.  call  1-866-823-2539. 


Jakarta      Silicon  Valley 
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Third  World  countries  using  airplanes  as 
mobile  ophthalmological  labs. 

B.  Thomas  Golisano 

$1.2  billion 

Paychex.  Victor,  N.  Y. 

63.  Twice  divorced,  remarried;  2  children, 

2  stepchildren 

Payroll  rep  saw  niche  providing  small  busi- 
nesses with  payroll  services.  Launched  Pay- 
chex in  1971  with  $3,000  and  a  credit  card; 
expanded  through  franchise  agreements, 
joint  ventures.  Took  public  in  1983.  Today 
more  than  100  offices  nationwide.  Stepped 
down  in  2004  after  33  years  at  the  helm;  re- 
mains chairman.  Cofounder  of  the  New  York 
State  Independence  Party,  spent  $90  million 
of  his  own  money  on  three  failed  guberna- 
torial campaigns.  Contemplating  run  on  the 
GOP  ticket  for  2006.  Charitable  spending 
geared  to  education,  hospitals.  Donated  $9 
million  to  Rochester  General.  Owner  of  pro 
hockey's  Buffalo  Sabres. 


Dean  White 

$1.2  billion 

Billboards,  hotels.  Crown  Point,  Ind. 
82.  Married,  4  children 
Father  started  sign  company  in  1935;  Dean 
sold  signs  as  13-year-old.  Dropped  out  of  U. 
of  Nebraska  to  attend  U.S.  Merchant  Marine 
Academy.  Took  over  business  1946,  renamed 
Whiteco  Industries;  millionaire  by  age  40. 
Sold  to  Chancellor  Media  for  $960  million  in 
1998.  "At  that  price,  I  mean,  what  the  heck?" 
Cheerful  workaholic  still  thrives  on  billboards, 
real  estate.  Whiteco  Qingyu  the  biggest  bill- 
board company  in  Shanghai,  branching  out 
into  odier  Chinese  cities.  With  wife,  Barbara, 
gives  to  local  universities,  hospitals  via  Dean  8c 
Barbara  White  Foundation. 

Donald  Schneider 

$1.2  billion 

Trucking.  Green  Bay,  Wis. 
69.  Married,  5  children 
Father,  Al,  started  business  in  1935  after  sell- 
ing family  car  to  buy  a  truck.  Wharton  grad 
Donald  joined  father's  trucking  outfit  1961. 
Steered  acquisition  spree:  Schneider  National 


now  North  America's  largest  private  truck 
carrier.  Current  fleet:  48,000  trailers,  15,500 
drivers.  Sales:  $3.2  billion.  Member  of  Green 
Bay  Packers  executive  committee  still  serves 
as  company  chairman. 

William  E.  Connor  II 

$1.2  billion 

Exports.  Hong  Kong. 
55.  Married,  3  children 
Father,  William  (d.  2002),  recognized  Asian 
market  potential  after  serving  in  WWII, 
founded  sourcing  and  logistics  company  in 
Tokyo  1949.  "Chip"  started  working  for  Dad  at 
age  12,  took  control  of  William  E.  Connor  & 
Assoc.  early  1980s,  moved  company  to  Hong 
Kong.  Focused  on  apparel,  home  products. 
Today  35  offices  in  20  countries  around  world. 
Estimated  sales:  $1.6  billion.  Client  list  includes 
top  retailers  like  Nordstrom,  Dillard's,  Saks 
Fifth  Avenue,  Neiman  Marcus. 


life  insurance,  working  construction  jobs 
Founded  Excel  Communications  1988i 
multilevel  marketer  sold  telecommunication 
products.  Sales  reached  $1  billion  after  ? 
years.  Sold  to  Teleglobe  for  $3.5  billion  ir 
1998  (later  sold  to  VarTec,  which  went  bank- 
rupt last  year  and  was  auctioned).  Co-ownj 
WinStar  Farm  in  Kentucky,  home  to  200 
Kentucky  Derby  and  Preakness  winnei 
Funny  Cide.  Devout  Christian  attends  Bible 
studies  weekly;  also  coaches  children's  bas 
ketball  team  in  Dallas. 


Kenny  Troutt 

$1.1  billion 

Excel  Communications.  Dallas. 
57.  Divorced,  remarried;  3  children 
Son  of  a  bartender,  raised  in  Illinois  projects. 
Paid  way  dirough  Southern  Illinois  U.  selling 


Daniel  Gilbert 

$900  million 

[MiaWjWl  Quicken  Loans.  Livonia,  Mich. 

WWni  43.  Married,  4  children 
Started  small  mortgage  company  in  1985 
with  $5,000  made  from  delivering  pizzas  in 
college.  Sold  to  Intuit  for  $532  million  in 
1 999;  bought  it  back  3  years  later  for  $64  mil- 
lion. Early  Internet  embracer  turned  Quicken 
Loans  into  nation's  largest  online  mortgage 
company.  Closed  $12  billion  in  loans  in  2004. 
Sports  fanatic:  purchased  NBA's  Cleveland 
Cavaliers  for  $375  million;  plays  pickup  bas- 
ketball, attempting  to  break  Michigan's 
steroid-free  bench-pressweightlifting  record. 
On  board  of  Children's  Tumor  Foundation. 


Nobody  delivers  more  overnight  packages  than  FRED  SMITH'S  FedEx. 
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Voice  Over  IP 


For  most  large  businesses,  the 
decision  to  adopt  voice  over 
Internet  protocol,  or  VoIP,  is 
no  longer  a  question  of  if, 
but  when.  The  technology  to 
carry  voice  conversations 
over  IP  communications  networks 
has  recently  matured  to  the 
point  where  it  can  be  offered 
as  a  complete  alternative  to 
conventional  telecom  products 
and  services.  The  cost  savings 
are  real,  and  the  potential 
productivity  gains  can't  be 
ignored  by  any  company 
interested  in  remaining 
competitive  in  an  increasingly 
interconnected  marketplace. 

(Continued  on  page  4) 


For  business  networks, 
it's  no  longer  a  question  of  if,  but  when. 

Written  by  David  F.  Hold    Produced  by  Bob  Grossman 


ADVERTISEMENT 


Global  Crossing  Helps  Serta  Rest  Easy 
With  a  New,  Robust  Network 


When  Serta  International,  a  worldwide  manufacturer  of 
bedding  products,  needed  to  upgrade  its  network  linking 
22  manufacturing  sites  throughout  the  U.S.  and  Canada, 
managers  carefully  evaluated  four  leading  service 
providers  before  selecting  Global  Crossing  to  provide  a 
state-of-the-art  Converged  IP  solution  over  its  MPLS 
(multi-protocol  label-switching)-based  IP  network.  The 
new  network  was  able  to  support  business  applications, 
such  as  the  company's  VoIP  (voice  over  Internet  protocol) 
system,  with  superior  quality  and 
lower  cost  than  the  old  frame  relay 
service  it  replaced. 

"We  found  that  Global  Crossing's 
MPLS  service  could  deliver  much 
better  quality  of  service  and  save  us 
about  50%  off  the  existing  network 
costs,"  explains  Donna  Zett,  vice 
president  of  MIS  for  Serta 
International.  "It  was  not  really  much 
of  a  decision  at  that  point." 

But  price  was  not  the  only  factor  in 
the  decision.  The  technology  basis  of 
Global  Crossing's  network  and  its 
customer  service  were  even  more 
important  considerations  because  of 
the  important  role  of  the  wide  area 
network  to  Serta's  manufacturing 
operations.  The  company  has  cen- 
tralized all  of  its  information  technolo- 
gy resources,  including  the  IP  tele- 
phone system,  at  the  corporate 
headquarters  in  Hoffman  Estates,  III.  The  company  manu- 
factures about  18,000  pieces  of  bedding  a  day,  and  with- 
out a  properly  functioning  network,  any  of  the  manufactur- 
ing sites  could  be  cut  off.  Even  though  backup  measures 
have  been  implemented,  it  was  critical  that  the  service 
provider  be  able  to  provide  global  around-the-clock  opera- 
tions with  no  exceptions. 

Fortunately,  the  transition  to  the  new  network  has  been 
a  very  positive  experience.  According  to  Ms.  Zett:  "When 


"We  found  that 
Global  Crossing's 
MPLS  service  coulc 
deliver  much  bett 
quality  of  service  and 
save  us  about  50%  o 
the  existing  network 
costs.  It  was  not  really 
much  of  a  decision 
at  that  point." 
Donna  Zett, 
Vice  President,  MIS, 
Serta  International 


we  first  started  with  VoIP,  we  were  on  another  carrier's 
frame  relay  network  and  it  took  three  months  of  tweaking 
to  get  our  quality  of  service  to  an  acceptable  level.  When 
we  converted  to  Global  Crossing's  Converged  IP  service, 
we  handed  quality  of  service  over  to  them.  It  was  amaz- 
ing. The  transition  was  seamless.  I  expected  all  kinds  of 
issues,  but  everything  just  continued  —  nobody  knew 
anything  had  changed." 
Serta  also  found  the  customer  support  level  at  Global 
Crossing  to  be  top-notch,  because 
the  company  works  in  partnership 
with  Serta  to  solve  any  problems 
that  may  crop  up.  In  addition,  Serta 
is  able  to  maintain  control  of  its  net- 
work through  the  highly  automated 
online  portal  uCommand®,  which 
makes  network  management  a 
breeze. 

"The  customer  service  has  been 
wonderful.  I  never  have  to  ask  them 
for  anything,"  Zett  observes.  "Our 
network  engineer  loves  the  fact  that 
all  the  information  is  online  whenever 
he  needs  to  evaluate  network 
statistics." 

The  experience  with  VoIP  has  also 
lived  up  to  expectations.  Because 
60%  of  the  company's  long-distance 
voice  traffic  was  internal  calling,  the 
cost  savings  were  quite  significant. 
Managers  are  also  finding  that  in  a 
distributed  organization,  other  features,  such  as  unified 
messaging  and  four-digit  dialing  between  offices,  help  the 
organization  to  function  more  effectively. 

"We  feel  like  one  company  instead  of  a  group  of  sepa- 
rate divisions,"  adds  Zett.  "It  really  pulls  us  together  as  a 
team,  which  helps  improve  service  for  our  customers. 
That's  what  drives  us  to  make  these  kinds  of  changes. 
Not  just  because  it  is  new  technology  —  but  because  it 
actually  provides  a  benefit  to  our  customers."  ■ 


THE  NEW 
GLOBAL  VILLAGE. 

COURTESY: THE  WORLD'S  LARGEST  WHOLLY-OWNED,  CONVERGED,  GLOBAL  IP  NETWORK. 


Reserve  your  place  at  the  absolute  center  of  a  new,  instantly  accessible  world  of  frictionless  commerce.  A  world 
we  pioneered.  Over  a  single  IP  connection,  all  your  business  applications  can  be  seamlessly  converged  and  totally 
secured  over  Global  Crossing  IP  VPN,  VoIP,  iVideoconferencing™  services.  Over  a  single  IP  connection,  you  are  moments 
away  from  your  offices,  your  sales  staff,  your  partners  and  anywhere  in  the  world  managed  by  engineers  and  support  staff  who 
understand  what  customers  need.  And  you  can  have  this  new,  accessible  world  without  changing  a  thing  in  the  infrastructure 
you  have  in  place  now.  Sound  too  perfect  to  be  true?  Ask  the  40%  of  the  FORTUNE  500®  companies  we're  doing  business  with 
today.  The  new  global  village.  It's  time  you  moved  in.  For  more  detailed  information,  point  your  browser  to  globalcrossing.com. 


Global  Crossing" 


One  planet.  One  network.™  Infinite  possibilities. 
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inues  Apa 


VoIP  Growth  Continues  Apace 

As  VoIP  technology  enters  mainstream  deployment  by  corpo- 
rations, governments  ajtp'  individual  users,  the  market  for  this 
disruptive  new  technology  will  begin  a  period  of  rapid  expan- 
sion at  the  expense  of  traditional  business  telephone,  systems 
and  services. 

Ronald  Gruia,  program  leader  for  enterprise  services  at 
market  research  firm  Frost  &  Sullivan  (Toronto,  Canada), 
says  that  the  $30  billion  market  for  traditional  "PBX"  or 
business  telephone  systems  will  be  steadily  eroded  by  VoIP  over 
the  remainder  of  this  decade  and  beyond.  Frost  &  Sullivan  pro- 
jects that  worldwide  enterprise  IP  telephony  equipment  sales 
will  reach  $10  billion  by  2007,  up  from 
$2.5  billion  in  2003  and  representing  a 
42%  annual  growth  rate. 

For  many  companies,  outsourced,  or 
"hosted,"  IP  services  offer  an  alternative 
to  the  capital  investment  required  to 
purchase,  install  and  maintain  in-house 
VoIP  equipment.  According  to  Frost  & 
Sullivan,  the  use  of  VoIP  services  to 
replace  traditional  business  access 
phone  lines  will  increase  from  around 
half  a  million  lines  in  2004  to  more  than 
5  million  by  2008,  while  VoIP  service 
revenues  will  grow  from  $200  million 
to  more  than  $2.5  billion  during  the 
same  period. 

Gruia  also  points  out  that  the  Y2K 
phenomena  produced  a  surge  of 
investment  in  network  equipment  prior 
to  2000,  which  means  that  a  compara- 
ble replacement  cycle  is  expected  to 
begin  after  2005,  due  to  the  aging  of 
the  installed  base.  At  that  point,  he 
says,  replacement  of  traditional  tele- 
phone systems  with  IP  telephony  will 
begin  in  earnest. 

Return  on  investment  is  still  the 
primary  consideration  for  the  VoIP 

business  case.  For  example,  companies  such  as  Serta 
International  have  achieved  about  50%  network  cost  savings  by 
bringing  interoffice  calls  "on-net,"  thus  eliminating  long- 
distance charges. 

Advancing  Communication  by  Leaps  and  Bounds 

There  is  more  to  VoIP  than  simple  cost  cutting,  however. 
Analysts  at  the  industry  consulting  firm  Current  Analysis 
(Sterling,  Va.)  emphasize  that  "soft"  or  productivity- 
enhancing  benefits  will  become  even  more  important  over  the 


"We  approach  the  needs 
of  our  customers  from  a 
business  requirements 
perspective  and  then  match 
those  needs  with  the  best 
technology  solution/' 

David  King, 
Vice  President,  Marketing, 
NEC 


long  run.  These  include  the  ability  to  extend  the  servil 
and  features  enjoyed  at  headquarters  to  branch  offices 
remote  wbrkers,  and  convenience  factors  such  as  four-dl 
dialing  between  offices,  not  to  mention  free  intraoffice  calli) 
and  find-me-follow-me  call  forwarding.  For  enterprise  netw> 
managers,  the  productivity  improvements  are  vast.  Instead 
using  in-house  staff  to  move,  add  or  change  telephone  exti 
sions,  they  can  do  it  themselves  in  a  few  seconds  with  a  f 
mouse  clicks  on  a  Web  portal.  Other  advantages  include  unif 
messaging  that  combine  all  voice,  e-mail  and  fax  messages  i: 
a  single  in-box,  or  bringing  a  widely  dispersed  company  ont 
unified  voice  system  to  facilitate  communication. 

No  matter  what  the  reason,  ma 
stream  adoption  of  VoIP  is  happen 
now.  The  options  are  growing, 
thousands  of  CIOs  will  have  to  dec 
whether  or  not  to  adopt  the  technok 
over  the  next  few  years. 


NEC:  A  Total  Solutions  Approacl 
To  VoIP 

With  over  100  years  of  experience 
the  communications  industry,  N 
has  differentiated  itself  as  a  tc 
solutions  provider,  which  alio 
customers  to  work  with  a  sinj 
partner  experienced  in  the  comple 
ties  of  today's  converged  networks 
plan,  design,  implement  and  supp 
their  voice,  data  and  video  commu 
cations  network.  NEC's  custom 
benefit  from  a  total  solutk 
approach  rather  than  simply  a  V« 
technology  deployment. 

"VoIP  is  more  than  the  deployment 
technology,"  says  David  King,  V 
president  of  marketing.  "At  NEC,  o 
value  is  that  we  approach  the  nee 
of  our  customers  from  a  busina 


requirements  perspective  and  th 
match  those  needs  with  the  best  technology  solution.  The  res 
is  a  solution  that  performs  as  anticipated  and  achieves  t 
results  that  our  customers  expect." 

At  the  core  of  NEC's  VoIP  solution  is  the  UNTVERGE  architects 
a  comprehensive  portfolio  of  platforms,  applications  a 
services  that  offers  customers  the  flexibility  to  select  a  hybrid 
server-based  IP  platform  as  their  foundation,  while  leveragi 
their  existing  infrastructure  and  technology  investments.  Soi 
companies  may  elect  to  adopt  both  platforms  based  on  t 
unique  requirements  of  their  business.  One  of  the  characterise 
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lat  makes  the  IP  solution  unique  is  that  both  platforms  can  be 
lanaged  by  a  single,  seamless  Web-based  management  and 
dministration  application. 

al  Solutions  Meet  Exacting  Requirements 
That  total  solutions  strategy  appears  to  be  paying  off,  as  global 
Drporations  are  turning  to  NEC  to  provide  complete  voice  and 
ata  solutions.  One  example  is  Toyota  Australia,  which  recently 
pened  a  new,  state-of-the-art  corporate  headquarters  in 
ictoria,  Australia.  The  building  is  the  first  Toyota  facility  in  the 
'orld  to  implement  NEC's  server-based,  or  "pure,"  IP  solution. 
Toyota  Australia's  requirements  were  based  around  the  need 
>r  flexibility,  high  availability,  cost  effectiveness,  greater  employ- 
2  productivity  and  future  savings  in  car- 
er costs.  The  new  network  incorporated 
le  UNTVERGE  SV7000  —  a  fully  con- 
rged  IP  telephony  solution  —  as  well  as 
wireless  LAN  infrastructure,  unified 
lessaging  (voice,  fax,  e-mail)  with 
Directory  with  Click2Dial,  and  a  special 
jyer  kiosk  designed  to  assist  visitors  to 
ae  building.  The  new  VoIP  system  is 
itegrated  with  the  legacy  telephone  sys- 
:ms  at  other  Toyota  Australia  facilities. 
According  to  Peter  Holland,  Toyota 
ustralia's  divisional  general  manager 
i  f  knowledge  and  information  systems, 
EC  was  selected  because  "we  needed 
long-term  partner  offering  leading- 
jge  IP  technology  that  would  remain 
t  the  forefront  of  telephony  develop- 
lent  for  years  to  come." 


lobal  Crossing:  Connecting 
usinesses  Worldwide  With  VoIP 

(As  the  world  moves  quickly  toward 
jnverged  solutions  and  the  resulting 
"oductivity  improvements  and  cost 
livings  that  accompany  them,  Global 
rossing  is  focused  on  offering  VoIP 

id  managed  virtual  private  network  (VPN)  services  to 
ational  and  multinational  corporations  and  government 
jencies  worldwide,  no  longer  just  an  international  provider  of 
2twork  services  to  other  telecommunications  carriers.  By  uti- 
ting  the  latest  multi-protocol  switching  technology  called 
[PLS,  Global  Crossing  is  able  to  combine  numerous  applica- 
pns,  including  voice,  videoconferencing  and  data,  on  a  single 
mverged  IP  network.  This  results  in  lower  total  operating  costs 
>r  the  enterprise,  which  improves  the  competitive  advantage 
'the  network. 


"We  are  the  providers 
of  tomorrow's  IP 
communications 
services,  connecting 
the  commercial  centers 
of  the  planet  today." 

Anthony  Christie, 


Chief  Marketing  Officer, 
Global  Crossing 


The  Voice  of  Experience 

Global  Crossing  also  has  the  edge  when  it  comes  to  experience. 
While  most  service  providers  are  building  their  background  in 
running  voice  traffic  over  IP  networks,  this  is  not  the  case  with 
Global  Crossing,  which  first  implemented  VoIP  on  its  networks 
nearly  five  years  ago.  Today  Global  Crossing  provides  VoIP 
services  in  over  500  cities  in  50  countries  on  five  continents,  and 
transports  more  than  2  billion  minutes  of  VoIP  traffic  per  month, 
more  than  half  of  its  total  voice  traffic.  Seeking  this  hands-on 
experience  in  such  mission-critical  business  infrastructure  tran- 
sitions, companies  such  as  Serta  International  have  recently  cut 
over  entire  corporate-wide  voice  networks  to  Global  Crossing's 
VoIP  service  in  a  process  that  was 
smooth  and  uneventful. 

On  the  Fast-Track  to  Success 

Flexibility  around  customer  segment 
needs  defines  today's  Global  Crossing. 
While  convergence  is  the  company's 
focus,  when  other  telecom  carriers  want 
to  quickly  expand  their  reach  beyond 
their  geographic  footprint,  they  turn  to 
Global  Crossing,  which  has  not  forgot- 
ten its  roots  as  a  "carrier's  carrier."  To 
date,  more  than  two  dozen  service 
providers,  in  locations  ranging  from 
Canada  and  India  to  Brazil  and  Europe, 
have  selected  Global  Crossing's  Fast- 
Track  Service™  portfolio  of  Converged 
IP  Services.  Fast-Track  allows  Global 
Crossing's  carrier  customers  to  quickly 
deploy  these  white-labeled  services 
under  their  own  brands,  extend  their 
geographic  reach  and  reduce  their  time 
to  market,  while  minimizing  their  up- 
front capital  investment.  One  competi- 
tive local  exchange  carrier  based  in 
New  York  was  able  to  expand  its  nation- 
al presence  to  151  locations  in  a  matter 
of  months,  and  when  Allstream,  a  major 
Canadian  carrier,  needed  international  connectivity  for  its  multi- 
national enterprise  customers,  Global  Crossing  was  able  to  make 
it  happen  in  record  time.  Businesses  of  all  sizes  will  eventually 
move  to  IP  convergence  and  benefit  from  its  inherent  ubiquity 
and  productivity.  Selecting  the  right  service  provider  will  ease 
the  pain  of  migration.  ■ 

Web  Directory 

Global  Crossing:  www.globalcrossing.com 
NEC:  www.necunified.com 
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A  PARTNER  FOR  IP 
!  COMMUNICATION^ 


Any  organization  that  plans  to 
merge  voice  communications  with 
its  data  network  had  better  make 
sure  that  it  has  thoroughly  evaluated 
the  need  for  upgrading  the  existing 
infrastructure  to  support  the  high 
"quality  of  service"  that  voice  over  IP 
requires.  Considering  the  stakes,  the 
VoIP  system  provider  must  be  a 
partner  in  the  truest  sense  of  the 
word  —  not  just  a  supplier  of  equip- 
ment —  but  a  full-service  provider 
that  will  be  involved  from  the  earliest 
planning  stages  through  implemen- 
tation and  beyond.  NEC  can  provide 
not  just  a  world-class  product  line, 
but  also  a  full  range  of  integration 
services,  from  initial  project  consult- 
ing, through  system  planning  and 
design,  to  implementation,  followed 
by  post-sales  service  and  support. 
As  a  Cisco-certified  "Gold"  partner, 
NEC  can  provide  the  highest  level  of 
network  expertise  and  can  also 
monitor  the  customer's  network  to 
ensure  smooth  operations. 

Following  are  examples  of  NEC 
customers  that  have  successfully 
transitioned  to  a  unified  IP  communi- 
cations system. 

Municipality 

A  midsize  city  experiencing  rapid 
growth  required  a  new  communica- 
tions system  that  could  grow  to 


meet  future  needs  while  reducing 
overall  expenses.  NEC  implemented 
a  phased  replacement  of  the  existing 
private  branch  exchange  (PBX)  voice 
switches  with  an  integrated  IP  net- 
work that  connected  all  city  service 
departments.  The  converged  system 
enabled  the  city  government  to  cut 
its  internal  rewiring  needs  by  50%, 
increase  network  capacity  and 
enhance  customer  service,  while 
reducing  annual  communication 
spending  by  25%. 

Financial  Services 

A  large  financial  services  firm  with 
23  branch  locations  wanted  to 
reduce  its  total  cost  of  ownership 
while  improving  customer  service. 
NEC  implemented  an  end-to-end 
converged  IP  network  for  voice,  data 
and  video,  including  features  such 
as  "Virtual  Agent"  and  Unified 
Messaging.  The  resulting  system 
improved  the  customer  experience 
by  adding  multiple  call-center  to 
contact-center  access  points,  while 
cutting  monthly  costs  to  achieve  ROI 
in  17.5  months.  In  addition,  the  new 
system  supported  an  XML  applica- 
tion that  displayed  current  interest 
rates  on  the  IP-telephone  set. 

Food  Services 

A  national  restaurant  chain  wanted 


to  use  communications  to  dri 
additional  revenue  by  improvii 
its  takeout  business  and  enhancn 
differentiation  at  its  600-plus  prope 
ties.  NEC  created  an  IP  communic 
tions  infrastructure  designed  to  me 
specific  client  needs.  The  new  I 
based  system  featured  a  voic 
response  unit  that  was  integrated  w 
the  point-of-sale  database  to  deliv 
personalized  customer  service.  Wl 
the  new  system,  the  restaurant  chs 
was  able  to  improve  the  custorr 
experience  by  making  order  plac 
ment  easier,  faster  and  more  accural 
and  by  providing  a  call-ahead  reserv 
tion  system,  resulting  in  increase 
revenue  generation. 

The  conclusion  is  that  while  voic 
over  IP  confers  many  advantage 
complex  implementation  issui 
require  an  experienced  partn 
with  the  expertise  to  successfu 
converge  voice  and  data  networl 
with  the  value-added  applicator 
that  turn  the  promise  of  VoIP  into  re 
and  measurable  results.  With  1C 
years  in  the  communications  indu 
try,  NEC  is  that  company. 

For  more  VoIP  insights  and  su\ 
cess  stories,  visit  the  Resourc 
Center  brought  to  you  by  NEC 
http://infosite.  promosis.  com/nec . 


Empowered  by  Innovation 


NEC  IP. 

A  multidimensional  solution  for  a  changing  world. 

To  maximize  the  benefits  of  IP  communications,  your  business  needs  more  than  technology. 
It  needs  a  partner  with  the  experience  to  deliver  a  multi-dimensional  solution  based  on  your 
unique  requirements.  At  NEC,  we  combine  the  resources  of  a  $45  billion  global  technology 
leader  with  over  a  century  of  communications  expertise.  The  result  is  a  comprehensive  open- 
platform  IP  solution  for  your  business  that  enables  a  swift  and  rewarding  transition  today,  and 
unlimited  growth  potential  tomorrow.  Advancing  businesses  communications:  just  another 
way  NEC  empowers  people  through  innovation.  1-800-338-9549 

—  www.necus.com/necip 
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WHAT  GOOD  IS  WEALTH  IF  YOU  DON'T  HAVE  GOOD  HEALTH  TO  ENJOY  IT? 
THESE  ENTREPRENEURS  MAKE  THE  DEVICES  THAT  HELP  US  HEAL  AND 
PROVIDE  THE  INSURANCE  TO  COVER  US  WHEN  THE  STAKES  ARE  HIGH. 


James  Sorenson 

$3.9  billion 

Medical  devices,  real  estate. 

Salt  Lake  City. 
84.  Married,  8  children 
Mormon  missionary  in  New  England,  then 
Upjohn  salesman  1946.  Tinkered  with  med- 
ical devices,  picked  up  42  patents.  Sold 
Sorenson  Research  to  Abbott  Labs  1980; 
stake  now  worth  $2.4  billion.  Also  real  es- 
tate: 520,000  acres,  including  cattle  ranch  in 
central  Utah  that  doubles  as  wind  farm.  Now 
looking  for  new  fortune  in  genomics.  "I've 
always  had  the  courage  to  take  advantage  of 
opportunities  when  they  come  my  way." 


John  E.  Abele 

$3.3  billion 

Boston  Scientific.  Boston. 

68.  Married,  3  children 

Peter  Nicholas 

$2.8  billion 

Boston  Scientific.  Boston. 

64.  Married,  3  children 

Malfunctioning  stents  giving  Boston  Sci- 


entific major  headache.  FDA  recall,  flak  for 
slow  response  sent  shares  skidding  40% 
this  year,  shaving  $2  billion  off  partners' 
combined  fortune.  Pair  met  at  kids'  soccer 
game;  cofounded  medical  device  maker 
Boston  Scientific  1979.  Expanded  into 
catheters,  balloons,  stents.  Founders 
stepped  down  from  daily  management  this 
year.  Nicholas  remains  chairman;  Abele 
serves  as  director. 


Barbara  Piasecka 
Johnson 

$2.8  billion 
Inheritance.  Monaco. 
68.  Widowed 

No  fairy  godmother  for  this  former  cham- 
bermaid. Created  own  Cinderella  story  mar- 
rying her  boss,  Johnson  &  Johnson  heir  John 
Seward  Johnson  (d.  1983).  Polish  immigrant 
inherited  private  golf  club,  36  million  J&J 
shares.  Art  collector  recently  sold  world's 
most  expensive  piece  of  furniture:  Bad- 
minton Cabinet.  "Basia"  purchased  piece  for 
$15.1  million  in  1990;  sold  to  Prince 
Hans-Adam  II  of  Liechtenstein  for  $36.7 
million  in  December. 


Maurice  Greenberg 

$2.8  billion 

American  International  Group. 

New  York  City. 
80.  Married,  4  children 
Tough  year  for  Hank.  Target  of  investigation 
by  New  York  Attorney  General  Eliot  Spitzer, 
numerous  civil  lawsuits  charging  him  with 
malfeasance.  Humbled  when  his  handpicked 
board  asked  for  his  resignation  as  AIG  chief 
in  March.  Though  hugely  rich,  ascendance 
to  wealth  and  power  has  all  the  trappings  of 
Greek  tragedy  as  some  browbeaten  under- 
lings admit  to  falsely  inflating  company's 
worth  by  more  than  $2  billion. 


Ronda  Stryker 

$2.2  billion 

Stryker  Corp.  Kalamazoo,  Mich. 
51.  Married,  3  children 

Jon  Stryker 

$2  billion 

Stryker  Corp.  Kalamazoo,  Mich. 
47.  Single,  2  children 

Grandchildren  of  Homer  Stryker  (d.  1980), 
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orthopedic  surgeon  who  invented  the  mo- 
bile hospital  bed.  WWII  Army  vet  turned  to 
civilian  market  postwar;  founded  medical 
supply  company  Stryker  Corp.:  surgical  in- 
struments, bone  implants,  replacement 
joints.  When  son,  Lee,  died  in  plane  crash 
1976,  hired  John  Brown  (see)  year  later,  who 
deployed  new  sales  force,  cost-cutting 
agenda.  Public  1979.  With  sister  Pat  Stryker 
(see)  heirs  control  30%  of  the  company. 
Ronda:  only  family  member  to  sit  on  board. 
Architect  Jon:  founder  of  Arcus  Foundation; 
focuses  on  gay  and  lesbian  rights,  great-ape 
sanctuaries,  conservation. 


Patrick  Soon-Shiong 

$2.2  billion 

Generic  drugs.  Los  Angeles. 
53.  Married,  2  children 
Founder  of  American  Pharmaceutical  Part- 
ners, whose  stock  catapulted  this  year  thanks 
to  FDA  approval  of  cancer  drug  Abraxane; 
uses  particles  of  human  protein  albumin  to 
deliver  taxane  directly  to  tumors.  Owns  70% 
of  American  Pharmaceutical  Partners,  which 
markets  Abraxane,  other  generic  injectables. 
Also  owns  drug  developer  American  Bio- 
science; development  pipeline  filled  with 
other  cancer-fighting  drugs  using  biological 
interactive  pathway  to  the  tumor.  South 
Africa  native  moved  to  U.S.  for  faculty  posi- 
tion at  UCLA's  medical  school.  Role  at  first 
company,  VivoRx,  collapsed  after  tangling 
with  investors. 


Alfred  Mann 

$2.1  billion 

Inventor,  entrepreneur.  Los  Angeles. 
79.  Divorced,  remarried;  6  children 
Biotech  entrepreneur  has  had  a  hand  in  the 
world's  greatest  medical  advances:  pace- 
makers (Pacesetter),  insulin  pumps  (Mini- 
med),  cochlear  implants,  neurostimulators 
(Advanced  Bionics),  prosthetic  retinas  (Sec- 
ond Sight).  Latest  vehicle,  Mannkind,  devel- 
oping inhaled  insulin  that  mimics  the  body's. 
"It  will  be  one  of  the  most  valuable  products 
of  all  time."  Works  90-hour  weeks  hatching 
medical  startups  from  industrial  park  out- 
side L.A.  Says  he'll  donate  his  entire  fortune 
to  charity,  medical  research. 


Peter  Lewis 

$1.9  billion 

Progressive  Corp.  Coconut  Grove,  Fla. 
71.  Divorced,  3  children 
Princeton  grad  joined  father's  auto  insurance 
firm  1955;  targeted  high-risk  drivers.  Took 
Progressive  public  1971.  Became  country's 
third-largest  auto  insurer.  Now  caters  to  all  dri- 
vers: uses  tech  device  to  monitor  customers' 
driving  habits,  sets  rates  accordingly.  Art  en- 
thusiast, more  than  6,000  works  of  original 
contemporary  art  in  offices  nationwide. 
Stepped  down  from  board  of  Guggenheim 
Museum  this  year;  supports  Case  Western  Re- 
serve business  school,  Princeton  University. 
Democrat  spent  millions  against  Bush. 


Inventor  PHILLIP  FROST 


Thomas  F.  Frist  Jr. 

$1.7  billion 

HCA  Healthcare.  Nashville. 
67.  Married,  3  children 
Fervent  flyer  got  start  as  Air  Force  fligh 
surgeon.  With  father  founded  Hospit 
Corp.  of  America  1968.  Took  public  1969 
Merged  with  Richard  Rainwater's  Colum 
bia  Hospital  Corp.  1994;  now  nation 
largest  hospital  operator.  Came  out  of  re 
tirement  to  help  revive  company  during 
lengthy  Medicare-fraud  investigation.  ATP 
certified  pilot,  favors  amphibian  C-plan 
and  Citation  jet.  Original  founding  mem 
ber  Alexis  de  Tocqueville  Society,  whi< 
donates  to  United  Way. 
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I     Changing  the  course  of  a  life  starts  with 
Bifc_.,v  one  step  in  the  right  direction. 


c-time  Olympic  medal-winner  Jackie  Joyner-Kersee  took  a  dream  and  made  her  mark  in  the  world.  Now,  thanks 
the  Jackie  Joyner-Kersee  Foundation,  a  new  generation  of  children  is  able  to  realize  its  own  potential  through 
jcation,  athletics,  and  character  building.  Jackie  Joyner-Kersee's  signature  "Winning  in  Life"  program  motivates 
ung  people  and  empowers  them  to  take  control  of  their  future.  Honda  is  honored  to  have  been  a  supporter  of 
:kie  Joyner-Kersee  for  more  than  15  years,  and  we  continue  to  salute  her  dedication  and  commitment.  We  also 
lcome  and  encourage  others  to  get  to  know  the  important  work  her  Foundation  is  doing  to  change  the  lives 
children,  one  step  at  a  time.  ^  IC^IXT  *  *ZV 

The  Power  of  Dreams 

information  about  the  Jackie  Joyner-Kersee  Foundation  visit  www.jackiejoyner-kerseefoundation.org  or  honda.com.  ©2005  American  Honda  Motor  Co.  Inc. 
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Ernest  Stempel 

$1.6  billion 

American  International  Group. 

Hamilton,  Bermuda. 
89.  Widowed,  remarried;  3  children 
Began  working  for  financial  services  giant 
American  International  Group  in  1938. 
Took  furlough  to  serve  in  Navy  WWII, 
returned  to  company  1953.  AIG  founder 
Cornelius  Vander  Starr  took  notice, 
recruited  him  to  run  subsidiary's  general 
insurance  operations.  Became  AIG  presi- 
dent 1963,  chairman  1979.  Retired  to 
Bermuda  with  wife,  Brendalyn. 


Michael  Jaharis 

$1.5  billion 
Pharmaceuticals. 
|fll|^f.fi  New  York  City. 

77,  Married,  2  children 
Korean  War  vet  became  sales  rep  for  Miles 
Laboratories;  law  degree  at  night  school  from 


DePaul  U.  Partnered  with  Phillip  Frost  (see) 
early  1970s,  acquired  Key  Pharmaceuticals. 
Turned  company  around  with  revamped 
asthma  drug;  sold  to  Schering-Plough  for 
$836  million  in  1986.  Launched  Kos  Phar- 
maceuticals 1988.  Introduced  cholesterol- 
control  drug  Niaspan  1997.  Went  public  same 
year;  stock  up  340%  since.  Carroll  College 
grad  holds  more  than  50%  stake,  chairman 
emeritus  position.  Donates  to  New  York's 
Metropolitan  Museum  of  Art,  son's  alma 
mater  Tufts  University's  medical  school. 


Ivax  year  later,  now  one  of  largest  generi< 
drug  companies.  Miami's  Frost  Art  Museun 
currently  under  construction. 


Stewart  Rahr 

$1.5  billion 

WHIM  K"11'3}'-  New  York  City. 
UBHMM  59.  Married,  2  children 
Father,  Joseph,  ran  pharmacy  in  Brooklyn. 
Stewart  took  over  after  dropping  out  of  law 
school,  turned  into  pharmaceuticals  distrib- 
utor Kinray.  Highly  automated  fulfillment, 
fat  operating  margins.  Estimated  sales:  $3.5 
billion.  Recendy  bought  East  Hampton,  N.Y. 
estate  for  record  $45  million,  but  drives  to 
work  in  10-year-old  Jeep  Cherokee.  "I'm  just 
a  regular  guy." 


Arthur  Williams 

$1.5  billion 

Insurance.  Palm  Beach,  Fla. 
63.  Married,  2  children 
Former  high  school  football  coach  supple- 
mented income  by  selling  insurance,  scored 
big  with  simple  philosophy:  "Buy  term  and 
invest  the  difference."  Opened  insurer  A.L. 
Williams  &  Associates  1977.  Convinced 
prospects  to  switch  from  whole-life  insur- 
ance to  term  policies  using  swarms  of  part- 
time  agents.  Sold  to  Primerica  1989. 


Phillip  Frost 

$1.2  billion 

Ivax.  Miami. 
68.  Married 

French  literature  major  at  U.  of  Pennsylva- 
nia, premed  at  Albert  Einstein  College  of 
Medicine.  Invented  disposable  biopsy  device 
1971.  Took  over  Key  Pharmaceuticals,  de- 
veloped new  delivery  systems  for  old  drugs. 
Sold  to  Schering-Plough  in  1986.  Founded 


George  Joseph 

$1.2  billion 

Insurance.  Los  Angeles. 
84.  Divorced,  remarried;  5  children 
Numbers  guru  earned  Harvard  math  anc 
physics  degrees  in  3  years.  Began  as  actuaria 
trainee  at  Occidental  Life  for  $225  a  month 
quit  after  realizing  salesmen  made  more 
Created  own  property  and  casualty  insur- 
ance company.  Then  Mercury  General  1962 
targeted  customers  having  trouble  getting 
auto  insurance;  aggressively  investigated  sus- 
picious claims.  Took  public  1985. 


John  Brown 

$1.1  billion 

Stryker  Corp.  Kalamazoo,  Mich. 
71.  Married,  2  children 
Hired  hand  from  small  Tennessee  town  tool; 
over  hospital  bed  manufacturer  founded  ir 
1941  by  Homer  Stryker.  Expanded  Strykei 
Corp.  into  other  medical  products  like  casl 
cutters,  specialty  stretchers.  Last  year  entered 
artificial  disk  market  with  acquisition  ol 
SpineCore.  Ceded  chief  executive  title  in  Jan- 
uary, after  nearly  3  decades  at  the  helm.  Still 
serves  as  Stryker  chairman. 


Coverage  king  HANK  GREENBERG  lost  his 
job  in  March,  but  it's  unlikely  the  former  AIG 
chief  signed  up  for  unemployment  insurance. 
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Claremont  Rug  Company 

The  Financial  Times  called  us — 

"One  of  the  world's  best  sources  of  antique  carpets" 


Extraordinary  150-year  old  Serapi,  13ft.  7in.  x  17ft.,  with  masterful  color  palette  and  chiseled  drawing. 


We  are  a  niche  company  that  takes 
particular  pride  in  offering  a  stellar 
collection  of  art-level  carpets  and 
service  equaling  the  finest  hotels. 


We  invite  you  to  relax  and  enjoy 
the  adventure  of  discovering 
the  ideal  rugs  for  your  home. 

-Jan  David  Winitz,  Founder  &  President 


Visit  our  award-winning  website  —  www.claremontrug.com 
'lor  catalog  $12  •  6087  Claremont  Avenue,  Oakland,  CA  USA  94618  •  800-441-1332  •  sales@claremontrug.com 


FORBES  400 


THE  FORBES  400  WAS  ONCE  DOMINATED  BY  MANUFACTURING 
FORTUNES.  THEY  ACCOUNT  FOR  ONLY  5%  OF  THE  LIST  TODAY,  BUT 
THEY  STILL  GET  RICH  MAKING  EVERYTHING  FROM  TOYS  TO  TOILETS. 


Ty  Warner 

$4.4  billion 

Beanie  Babies.  Chicago. 
61.  Single 

Plush-toy  salesman's  son  dropped  out  of 
Kalamazoo  College,  started  own  line  of  toy 
animals  1986.  Beanie  Babies  ruled  the  lunch- 
box  set  for  years  with  understuffed,  afford- 
able toys.  Created  buying  mania  by  limiting 
production  runs,  assigning  names  and  birth 
dates.  Sales  (est.  S500  million)  down  sharply 
as  Beanie  Babies'  popularity  wanes,  but  in- 
vestments in  real  estate  appreciating  nicely. 
Owns  Four  Seasons  Hotel  in  New  York, 
Montecito  Country  Club  in  Santa  Barbara, 
Calif.  Also  less  glamorous  office  parks  in 
Chicago.  Recently  completed  construction 
on  the  $8.1  million  Ty  Warner  Sea  Center, 
also  in  Santa  Barbara. 


Herbert  Kohler  &  family 

$2.1  billion 

Plumbing  fixtures.  Kohler,  Wis. 
66.  Divorced,  remarried;  3  children 
Booming  housing  market  keeps  Kohler's 
coffers  overflowing.  Grandfather  started 
company  in  1873  as  maker  of  hitching 


posts,  cemetery  ornaments  for  midwestern 
farmers.  Kohler  today  a  leading  manufac- 
turer of  kitchen  and  bath  fixtures,  furni- 
ture, electricity  generators.  With  sister 
Ruth,  controls  $3  billion  (sales)  firm  after 
buying  out  300  shareholders  in  1998.  Yale 
graduate  owns  Whistling  Straits  course  on 
Lake  Michigan,  site  of  last  year's  PGA 
championship,  possible  home  to  2020 
Ryder  Cup.  Also  owns  Scotland's  Old 
Course  Hotel,  Golf  Resort  &  Spa. 


Mitchell  Rales 

$2.1  billion 

DanaherCorp.  Washington,  D.C. 
49.  Divorced 

Steven  Rales 

$2.0  billion 

DanaherCorp.  Washington,  D.C. 
54.  Divorced 

Brothers  passed  up  father's  real  estate  busi- 
ness to  start  Equity  Group  Holdings  1979; 
bought  small  manufacturing  companies 
(Chicago  Pneumatic  Tool,  Western  Pacific 
Industries,  Ammco  Tools).  Acquired  25% 
stake  in  near-bankrupt  real  estate  invest- 
ment trust,  combined  with  manufacturing 


units  to  create  Danaher  1982  (namec 
after  favorite  Montana  trout  stream). 


Donald  Hall 

$1.8  billion 

Hallmark.  Mission  Hills,  Kans. 
77.  Married,  3  children 
Youngest  of  three  children  of  Joyce  Hal 
(d.  1982),  preacher's  son  who  turned  fuzzi 
feelings  into  cold  cash  after  founding  post- 
card manufacturer  Hallmark  in  1910.  Nov 
world's  largest  greeting-card  company.  With 
siblings,  owns  two-thirds  of  $4.4  billior 
(sales)  company. 


Jon  Huntsman 

$1.6  billion 

Chemicals.  Salt  Lake  City. 
68.  Married,  9  children 
Wharton  grad,  worked  for  plastic  egg  cartor 
maker  in  1960s.  Left  1970,  bought  styrent 
plant.  Went  on  huge  acquisition  spree  using 
lots  of  leverage.  Turned  Huntsman  Chemica 
into  nation's  largest  privately  held  chemica 
concern.  Rising  oil  prices  put  big  squeeze  or 
profits;  gave  up  49%  of  firm  settling  debt 
w  ith  creditors.  Turned  around,  took  public 
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last  year;  stake  now  worth  $1.3  billion.  Fig- 
ures to  be  final  year  on  The  Forbes  400;  says 
most  of  the  proceeds  will  go  to  his  cancer 
foundation.  "I'll  keep  just  enough  shares  to 
live  on."  Will  also  keep  enough  to  finance 
real  estate  project  in  Driggs,  Idaho. 

Imogene  Powers 
Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis. 
75.  Widowed,  4  children 

S.  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis. 
50.  Married 

Helen  Johnson-Leipold 

S.C.  Johnson  &  Son.  Racine,  Wis. 
48.  Married 


H.  Fisk  Johnson 

S.C.  JoJuison  &  Son.  Racine,  Wis. 
47.  Married 

Winnie  Johnson- 
Marquart 

S.C.  Johnson  &  Son.  Virginia  Beach,  Va. 
46.  Married 

$7.5  billion  family  fortune 
Widow  and  children  of  Samuel  Curtis 
Johnson  (d.  2004),  great-grandson  of  par- 
quet-flooring salesman  who  founded  wax 
company  1886.  Sam  joined  1954,  chairman 
1967.  Expanded  with  household  cleaning 
staples  (Glade,  Pledge,  Windex),  bug  repel- 
lents (Off,  Raid).  Today  S.C.  Johnson  em- 
ploys 12,000  people  worldwide,  sells  prod- 
ucts in  more  than  110  countries.  Though 
private  about  profitability,  took  sideline 
outdoor  equipment  company  Johnson  Out- 
doors public  1987.  Also  majority  interest  in 
bank  holding  company  Johnson  Financial 
Group.  Sam  handed  companies  over  to  fifth 
generation;  remained  public  face  through 
series  of  folksy  ads.  All  kids  sent  to  alma 
mater  Cornell  University  before  entering 
family  business.  Fisk:  chairman  and  CEO 
of  SC  Johnson.  Curtis:  chairman  of 
JohnsonDiversey,  developer  of  business-to- 
business  cleaning  and  hygiene  products. 
Helen:  heads  up  Johnson  Outdoors,  finan- 
cial services  firm  Johnson  Financial  Group. 


Home  products  scion  HERB  KOHLER  reinvested  some  of  his  faucet  profits  in  a  PGA  golf  site. 


Winnie:  president  of  Johnson  Family  Foun- 
dation. Family  commissioned  Frank  Lloyd 
Wright  to  design  corporate  headquarters  in 
Racine.  Big  backers  of  Cornell,  Smithsonian 
Institution,  Nature  Conservancy,  Racine  Art 
Museum,  Mayo  Clinic. 

Kenneth  Hendricks 

$1.5  billion 

Building  supplies,  real  estate.  Beloit,  Wis. 
63.  Married,  7  children 
High  school  dropout,  onetime  roofer  bought 
first  construction  supply  business  in  1982; 
kept  right  on  buying.  Today  ABC  Supply  the 
largest  supplier  of  roofing  and  siding  mate- 
rials to  professional  contractors  in  the  U.S. 
Sales:  $2  billion.  Frustrated  architect  helped 
design  corporate  headquarters  in  once- 
blighted  Beloit;  pouring  money  into  revital- 


izing town's  downtown  factory  area  witl 
commercial  buildings,  public  space.  Popu 
larizing  line  of  eco-friendly  "green  roofs 
made  of  plants  to  absorb  rainwater  runof 
and  heat. 


Amar  Bose 

$1.2  billion 

Bose.  Framingham,  Mass. 
76.  Married,  2  children 
Fulbright  scholar  earned  Ph.D.  in  electrica 
engineering  from  MIT,  founded  Bose  Corp 
1964.  First  contracts  with  NASA,  U.S.  mili 
tary,  improving  audio  communications,  bu 
brand  built  on  groundbreaking  loudspeake 
design.  Introduced  first  factory-installed  ca 
stereo  system  1982;  today  a  major  supplier  fo 
high-end  automobiles  (Porsche,  Mercedes) 
Sales:  SI. 7  billion.  Expanding  product  line 
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It's  time  for 


street  corner 

offices. 


ow  both  business  and  IT  people  can  get  what  they  want  in  a  mobile  solution. Th 
none,  Internet,  and  real-time  wireless  access  to  Microsoft  Outlook  email,*  con 
/er-the-air  deployment,  enterprise-class  security,  and  device  management,  everybody's  job  will  be  easier.  Get  it  all  from  Cingular 
i  the  nation's  largest  digital  wireless  voice  and  data  network.  www.Cingular.com/GoodlinkTreoPromo  It's  time  for  TreO. 


X  cingular 

raising  the  barr.iill  ' 


From  9/1  through  10/31,  get  a  FREE  GoodLink  Server 
&  Support  Starter  Pak  and  FREETreo  650  business 
accessory  kits.  A  minimum  $2800  value/ 

To  test  drive  risk  free  for  30  days*  call  your  Cingular 
Business  Representative  or  1-800-363-1351. 


service  plan  requited  Email  and  web  require  wireless  data  services  and  additional  charges  apply.  Coverage  not  available  everywhere  'Offer  good  with  the  purchase  of  10  or  more  Treq  650 
lones  from  Cingular  Whilo  supplies  last  'Trial  includes  up  to  5  Tree  G50  smartphones.  the  GoodLink  server,  the  client  software  and  the  service  plan.  Prepayment  required  for  Treo  650  smartphones 
trial  -Offoi  not  available  in  Cingular  Wireless  stores  or  independent  agent  stores.  Other  conditions  and  restrictions  apply.  Screen  image  simulated.  ©Z005  Palm  Inn  All  rights  reserved  Palm 
>  aie  among  the  trademarks  or  registered  trademarks  owned  by  or  licensed  to  Palm,  Inc.  Cingular,  the  "Graphic  Icon"  desiqn.  and  "raising  the  bar"  are  either  trademarks  01  registered  trademarks 
mod.  Good  rechnofegy,  the  Good  logo,  and  GoodLink  aie  trademarks  or  registered  trademarks  of  Good  Technology,  Inc.  All  other  marks  are  property  of  their  respertive  owneis ' 
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high-end  headphones,  wireless  home  enter- 
tainment centers,  car-suspension  systems. 


Jerry  Zucker 

$1  billion 

liWI^fiW  Industrialist.  Charleston,  S.C. 
IKi^WI  55.  Married,  3  children 
Israeli  native  graduated  with  triple  major  from 
U.  of  Florida;  bought  first  textile  plant  1982. 
Now  chairman  of  InterTech:  $3  billion  (sales) 
holding  company  of  textile,  chemical,  manu- 
facturing firms.  Nonwoven  division  world's 
third  largest;  produces  diapers,  wipe  cloths, 
surgical  gowns.  Procter  &  Gamble,  Paragon, 
Johnson  &  Johnson  biggest  clients.  Also  part- 


ner of  Mid- Atlantic  Investors.  Formed  with 
[erry  Shearer  1 990,  buys  and  sells  thrifts,  in  S&L 
arena.  Owns  25%  of  minor  league  hockey's 
S.C.  Stingrays;  holds  280  patents. 


John  Edson 

$1  billion 

Leisure  craft.  Seattle. 
73.  Divorced,  remarried;  2  children 
Marine  lover  built  boats  in  garage  before 
founding  Bayliner  Marine  Corp.  1955.  Dou- 
bled revenue  every  3  years;  sold  to  Brunswick 
for  $425  million  in  1986.  Invested  proceeds 
in  stocks,  bonds,  Arizona  real  estate.  Also 
partner  in  Westport  Shipyard;  set  to  unveil 


first  164- foot  motor  yacht  later  this  year.  Do- 
nated $5.4  million  to  Arizona  State  Univer- 
sity for  Edson  Student  Entrepreneurial  ini- 
tiative; funds  Fred  Hutchinson  Cancer 
Research  and  the  Mayo  Clinic. 

Richard  Manoogian 

$1  billion 

Masco.  Grosse  Pointe  Park,  Mich. 
69.  Married,  3  children 
Armenian  immigrant  father,  Alex,  founded 
Detroit  auto  parts  business  Masco  in  1929. 
Later  perfected  and  prospered  from  Delta 
faucet,  one-handle  control  of  temperature 
and  water  flow.  Yale-educated  Richard  joined 
company  1958,  became  president  a  decade 
later.  Led  company  through  years  of  expan- 
sion, diversification;  acquired  several  low- 
tech,  high-margin  businesses  in  building  and 
home- improvement  products.  Masco  chief 
also  on  boards  of  JPMorgan  Chase,  Ford. 
Says  19th-century  American  art  collection  is 
only  diversion. 

Edward  G.  Watkins  III 

$950  million 

Security  systems.  Concord,  Mass. 
69.  Divorced,  remarried;  2  children 
Hermetic  grandson  of  E.G.  Watkins,  who  in- 
vented the  punch  time  clock,  founded  Sim- 
plex Time  Recorder.  Father  joined  Simplex 
1928;  Edward  took  reins  1967.  Introduced  se- 
curity systems,  sold  to  Tyco  in  2001  for  $1.2 
billion  cash.  Big  donor  to  Republican  Party, 
local  hospitals,  schools,  libraries.  Planning  af- 
terlife: reportedly  built  extravagant  burial  plot 
overlooking  Crystal  Lake  in  Gardner,  Mass. 


Toymaker  TY  WARNER  turned  his  Beanie  Babies  fortune  into  a  luxury  real  estate  portfolio. 


Leandro  Rizzuto 

$925  million 

Conair.  Sheridan,  Wyo. 
67.  Divorced,  4  children 
Founded  Conair  with  parents,  using  $100  in- 
vestment and  hot-air  hair  rollers  invention. 
Massive  growth  after  perfecting  pistol- 
shaped  hair  dryer.  Took  company  public 
1972;  private  1985.  Acquired  kitchen  appli- 
ance manufacturer  Cuisinart  1989.  This  year 
added  hair  accessory  manufacturer  L&N, 
maker  of  Scunci  styling  products. 
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OME  PEOPLE  THINK 

'  ALL  INSURANCE  IS  THE  SAME 


They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  real  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.SM 

<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


k: 

CHUBB 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb..  Box  1615,  Warren.  NJ  07061-1615.  ©  2005  Chubb  &  Son,  a  division  of  Federal  Insurance  Company.  ■ 


FORBES  400 


EAT,  DRINK-AND  GET  RICH.  WHETHER  IT'S  CHOCOLATE 
OR  CHICKEN,  FOOD  AND  BEVERAGES  REMAIN  A  MAJOR 
SOURCE  OF  WEALTH  AMONG  THE  FORBES  400. 


Forrest  Mars  Jr. 

$10  billion 

Candy.  McLean,  Va. 
74.  Married,  4  children 

John  F.  Mars 

$10  billion 

Candy.  Arlington,  Va. 
69.  Married,  2  children 

Jacqueline  Mars 

$10  billion 

Candy.  Bedminster,  N.J. 
66.  Twice  divorced,  3  children 
Grandfather  Frank  Mars  started  making 
chocolates  from  his  kitchen  in  Tacoma, 
Wash,  in  1919.  Father,  Forrest  Sr.,  took  over, 
introduced  malt-flavor  nougat,  which 
became  cornerstone  of  Mars  candy  bar  line: 
Milky  Way,  Snickers,  3  Musketeers.  Also 
M&Ms,  Twix,  Skittles.  Added  pet  food 
(Whiskas,  Pedigree),  Uncle  Ben's  Rice. 
Today  Mars  the  nation's  largest  confec- 
tioner. Sales:  $18  billion.  This  year  launched 
Ethel's  Chocolate  Lounges:  Chicago  bou- 
tiques allow  customers  to  sample  new  Ethel 
chocolate  line. 


William  Wrigley  Jr. 

$3.4  billion 

Chewing  gum.  Lake  Forest,  III. 
41.  Divorced,  3  children 


Great-grandfather  hawked  baking  soda,  soap; 
threw  in  bonus  stick  of  gum  with  purchase. 
Premium  became  more  popular;  introduced 
spearmint  gum  1893.  Fourth-generation  gum 
maker  chewing  up  competition;  purchased 
Kraft  Food  candy  business  (Life  Savers,  Al- 
toids)  for  $1.5  billion  last  November;  floated 
$1  billion  in  bonds  to  finance  deal.  Eyeing 
China  market,  though  per  capita  gum  con- 
sumption just  10  sticks  a  year  (in  the  U.S.:  160 
sticks).  U.S.'  largest  gum  producer  sells  16 
types  of  gum  in  67  flavors.  Stock  up  15%  this 
year,  but  personal  life  not  as  sweet:  messy  di  - 
vorce with  wife,  Kandis,  now  final. 


John  R.  Simplot  & 
family 

$2.5  billion 

Potatoes,  microchips.  Boise,  Idaho. 
96.  Divorced,  remarried;  4  children 
(1  deceased) 

Supplier  of  more  than  half  of  McDonald's 
french  fries  gets  richer  as  we  get  rounder. 
Eighth-grade  dropout  left  home  after  quar- 
rel with  dad.  Worked  on  farm  with  spuds 
and  hogs;  branched  into  processing  pota- 
toes, other  vegetables.  Today  produces  more 
than  2  billion  pounds  of  french  fries  a  year. 
Reinvested  potato  proceeds  into  equities: 
owns  big  stakes  in  Micron  Technology,  Rem- 
ington Oil.  With  97th  birthday  approaching, 
planning  elaborate  mausoleum  in  home- 
town for  final  resting  place. 


Charles  Butt 

$2.2  billion 

Supermarkets.  San  Antonio,  Tex. 
67.  Single 

Third-generation  grocer  giving  gourmand 
reason  to  salivate.  H.E.  Butt  supermarke 
chain  offering  free  meals  all  year  long  as  par 
of  centennial  anniversary  celebration.  Orig 
inally  founded  in  1905  by  grandmother  t« 
support  sick  husband,  3  children  in  Kerrvilk 
Tex.  Today  more  than  $10  billion  in  sales 
320  stores,  including  19  Mexico  locations 
Large-scale  Central  Market  stores  cater  t< 
gourmet  tastes.  Shuns  Coca-Cola,  stock 
wine,  cheese,  kosher  cuisine  instead.  Whar 
ton  grad  started  bagging  for  family  busines. 
at  age  8.  Became  HEB  president  1971;  child 
less:  family  legacy  ends  with  him. 


Clayton  Lee  Mathile 

$1.9  billion 

lams.  Dayton,  Ohio. 
64.  Married,  5  children 
Campbell  Soup  accountant  joined  pet  fooc 
nutritionist  Paul  lams  in  1970  to  sell  pre 
mium  puppy  chow  to  high-end  breeders  anc 
vets.  Bought  out  partner  1982;  expandec 
with  upscale  pet  products  like  cat  food  fo: 
sensitive  stomachs,  hairball  relief,  weight-los: 
formulas.  Sold  to  Procter  8c  Gamble  in  199' 
for  $2.3  billion.  Now  stays  busy  feeding 
Mathile  Family  Foundation;  new  project  tc 
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build  campus  for  needy  single  mothers  and 
their  children.  Also  bought  114  acres  in 
Dayton  as  a  permanent  home  for  Center  for 
Entrepreneurial  Education. 


Margaret  Anne  Cargill 

$1.8  billion 

Inheritance.  La  Jolla,  Calif. 
85.  Single 

James  Cargill 

$1.8  billion 
Inheritance.  Minneapolis. 
81.  Married,  3  children 

Cargill  MacMillan  Jr. 

$1.2  billion 

Inheritance.  Wayzata,  Minn. 

78.  Divorced,  remarried;  4  children 

John  MacMillan  III 

$1.2  billion 

Inheritance.  Hillsboro  Beach,  Fla. 

77.  Twice  divorced,  remarried;  9  children 

Whitney  MacMillan 

$1.2  billion 
Inheritance.  Minneapolis. 
76.  Married,  2  children 

W.  Duncan  MacMillan 

$1.2  billion 

Inheritance.  Wayzata,  Minn. 
75.  Married,  4  children 

Marion  MacMillan 
Pictet 

$1.2  billion 

Inheritance.  Hamilton  Beach,  Bermuda. 
73.  Divorced,  1  child 

Pauline  MacMillan 
Keinath 

$1.2  billion 
Inheritance.  St.  Louis. 
73.  Married,  4  children 
Descendants  of  William  W.  Cargill,  who 
started  with  one  grain  elevator  in  post-Civil 
War  Iowa.  Son-in-law  lohn  MacMillan  res- 
cued company  from  debt  crisis  after 
founder's  death.  Agribusiness  and  trading 
giant  now  largest  private  company  in  Amer- 


ica, with  annual  sales  exceeding  $60  billion. 
Family  owns  about  90%,  employees  the 
rest.  Whitney  last  family  CEO,  but  several 
family  members  remain  on  board.  All  keep 
relatively  low  profile. 

S.  Daniel  Abraham 

$1.8  billion 

Slim-Fast.  Palm  Beach,  Fla. 

81.  Married,  6  children 

Slim- Fast  tycoon  raised  in  Long  Beach,  N.Y., 


then  called  America's  healthiest  city.  At  18 
joined  the  Army:  infantryman  in  Italy, 
France  and  Germany.  Lesson:  "Stay  the  hell 
out  of  war!"  Started  selling  skin  ointments 
for  uncle's  medical  supplies  company.  Stayed 
with  firm,  eventually  brought  out  Slim-Fas! 
nutritional  supplements  1976.  Sold  to 
Unilever  for  $2.3  billion  in  2000;  gave  all  em- 
ployees year's  salary  as  parting  gift.  Donates 
to  Mayo  Clinic,  funds  Center  for  Middle  Fast 
Peace  &  Economic  Cooperation.  Octoge- 
narian recently  became  a  new  father. 


Who  needs  Berkshire  Hathaway  stock?  OTIS  BOOTH  wants  oranges  to  be  his  lasting  legacy. 
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EUESS  WHAT  A  BIG  4  ACCOUNTING 
1RM  DID  AFTER  I  BEAT  THEM 

N  A  $185  MILLION  CORPORATE 
CONFLICTS  CASE. 

HEY  HIRED  ME,  OF  COURSE. 


Litigator  for  Hire 


pphen  L.  Snyder  has  won  four  cases  worth  well  over  $100 
fllion  each.  Two  of  the  four  he  beat  -  a  Big  4  accounting  firm 
|d  the  CEO  of  a  cable  company  -  recognized  Snyder's  unique 
ent  and  turned  around  and  hired  him  for  other  cases.  Those 
tms  put  aside  their  pride  and  made  a  smart  business  decision. 
ien  the  federal  government  has  recognized  his  abilities  and 
red  him,  resulting  in  a  recovery  well  in  excess  of  $100  million. 

iyder  is  a  master  at  uncomplicatmg  the  complicated  and  getting 
e  largest  result  in  the  shortest  amount  of  time.  He  has  a  chess 
andmaster's  ability  to  think  several  moves  ahead;  a  gambler's 


willingness  to  sink  huge  money  into  case  preparation;  and, 
above  all,  an  actor's  instinct  for  his  audiences.  Juries  simply 
love  his  flair  for  the  dramatic.  For  those  victimized  by  fraud 
or  corporate  conflicts-of-interest,  nobody's  better. 

Snyder  only  works  on  contingency  and  has  the  resources 
to  handle  even  the  largest  case.  If  you  have  a  billion  dollar  set 
of  facts,  call  the  man  The  National  Law  Journal  has  recognized 
as  one  of  the  nation's  top  litigators. 

Call  1-877-SNYDER-LAW.  Or  go  to  SnyderWins.com. 


Each  case  is  different.  Past  record  is  no  assurance  that  the  lawyer  will  be  successful  in  reaching  a  favorable  result  in  any  future  case. 
Mr.  Snyder  is  licensed  in  Maryland.  For  cases  outside  of  Maryland,  Mr.  Snyder  can  be  specially  admitted. 
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Mary  Alice  Malone 

$1.7  billion 

Inheritance.  Coatesville,  Pa. 

55.  Divorced,  2  children 

Bennett  Dorrance 

$1.7  billion 

Inheritance.  Paradise  Valley,  Ariz. 

56.  Married,  2  children 

Charlotte  Weber 

$1.1  billion 
Inheritance.  Ocala,  Fla. 
62.  Divorced,  3  children 

Hope  Hill  Van  Beuren 

$1  billion 

Inheritance.  Middletown,  R.I. 
71.  Married,  3  children 

Dorrance  Hill  Hamilton 

$1  billion 

Inheritance.  Wayne,  Pa. 
77.  Widowed,  3  children 
Cousins.  Grandchildren  of  John  T.  Dorrance, 
inventor  of  condensed  soup  process.  Passed 
Campbell  Soup  business  on  to  son,  3  daugh- 
ters. Third  generation  now  owns  about  hall 
the  company;  4  grandchildren  (Dorrance, 
Malone,  Weber  and  George  Strawbridge)  sit 
on  board  but  not  involved  in  day-to-day  op- 
erations. Grandkids'  interests  include  horses, 
art  (Weber),  real  estate  and  aviation  (Dor- 
rance), gardening  (Hamilton)  and  philan- 
thropy, notably  "Dodo"  Hamilton's  recent 
$25  million  donation  to  Thomas  Jefferson  U. 

Franklin  Otis  Booth  Jr. 

$1.7  billion 

Berkshire  Hathaway.  Los  Angeles. 
82.  Divorced,  remarried;  6  children 
Great-grandson  of  Times  Mirror  founder 
Harrison  Gray  Otis  entered  Caltech  at  age 
16,  left  with  engineering  degree;  later,  Stan- 
ford M.B.A.  Worked  briefly  for  Los  Angeles 
Mirror  before  joining  Charles  Munger  (see) 
in  small  real  estate  deal;  met  Warren  Buffett 
(see)  in  1963.  Original  $1  million  investment 
in  Berkshire  Hathaway  now  worth  $1.4  bil- 
lion. Avid  outdoorsman  likes  to  hunt,  fish. 
Latest  passion:  oranges.  Wants  his  5,000-acre 
Otis  Orchards  to  be  his  legacy. 


Peter  Buck 

$1.5  billion 

Subway.  Danbury,  Conn. 
74.  Widowed,  1  child 

Fred  DeLuca 

$1.5  billion 

Subway.  Fort  Lauderdale,  Fla. 
57.  Married,  1  child 

Family  friend  Buck  fronted  DeLuca  $  1 ,000  to 
open  sandwich  shop  to  help  pay  for  college. 
Shop  floundered,  but  DeLuca  opened  sec- 
ond outlet  to  create  aura  of  success.  Since 
then  the  partners  have  opened  18,864  Sub- 
way shops  in  the  U.S.,  giving  Subway  more 
domestic  storefronts  than  McDonald's. 

Christopher  Goldsbury 

$1.4  billion 

Salsa.  San  Antonio,  Tex. 
62.  Divorced,  1  child 

Hot-sauce  owner  married  Linda  Marie  Pace, 


daughter  of  Pace  salsa  founder  David  Paccl 
Began  cutting  vegetables  in  production  linel 
became  president  1977.  With  wife,  boughl 
company  from  family;  then  bought  her  hall 
for  $95  million  during  1991  divorce.  Sol<l 
whole  enchilada  4  years  later  to  Campbell 
Soup  for  $  1 . 1  billion.  Now  back  in  salsa  busi 
ness  through  private  equity  firm  Silver  Ven 
tures.  Big  stake  in  tomato  company  Deserl 
Glory,  salsa  manufacturer  San  Antonkl 
Farms.  "Kit"  cooking  up  something  new 
plans  to  retrofit  San  Antonio  Pearl  Brewer; 
as  a  culinary  school. 

James  Leprino  & 
family 

$1.3  billion 

rawaian  Cheese.  Denver. 

68.  Married,  2  children 
Father  made  ricotta  and  mozzarella  for  local 
customers  in  the  1950s.  Jim  joined  compam 
at  18,  turned  Leprino  Foods  into  world' 
largest  producer  of  mozzarella.  Biggest  cus 
tomers:  Pizza  Hut,  Domino's,  Papa  John's 
Estimated  sales:  $1.7  billion.  Nine  manufac 
turing  plants  process  1  million  to  6  millior 
pounds  of  milk  per  day — 5%  of  U.S.  mill 
supply.  Loves  the  leftovers:  excess  whey  sole 
as  protein  concentrate  and  lactose  for  bab] 
formula,  baked  goods,  animal  feeds.  Bi j 
GOP  contributor.  Expanding  into  Europe 
joint  venture  with  Glanbia,  Continent': 
largest  maker  of  pizza  cheese. 


Marvin  Herb 

$1.1  billion 

Soft-drink  bottling,  real  estate.  Chicago. 
68.  Married,  2  children 
U.  of  Toledo  M.B.A.  took  job  as  Bronx  plan 
manager  for  PepsiCo;  eventually  becam< 
president  of  Pepsi-Cola  Bottling  of  Indi 
anapolis  1972.  Crossed  over,  bought  Coca- 
Cola  bottling  plants  in  Indianapolis 
Chicago.  Added  plants  in  Rochester,  N.Y. 
Milwaukee.  Sold  out  to  Coca-Cola  Enter 
prises  2001  for  $1.4  billion  cash-and-stocl- 
deal.  Holds  nearly  25  million  shares  worth 
$550  million,  up  7%  this  year.  Used  windfal 
to  finance  real  estate  acquisitions:  majorit) 
of  wealth  now  tied  up  in  3  million  square 
feet  of  Chicago-area  commercial  real  estate 
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ST.    REGIS    RESIDENCES   •  ANGUILLA'S    MOST    EXCLUSIVE  HOMES 


St.  Regis 

RESIDENCES 

TEMENOS  ANCUILLA 

OFFERING  MAGNIFICENT  ESTATES,  VILLAS  AND  OCEANFRONT  RESIDENCES  -  AMONG  THE  MOST  BREATHTAKING  IN  THE  CARIBBEAN, 
WITH  A  FULL  ARRAY  OF  ST.  REGIS  SERVICES,  SPA  AND  GREG  NORMAN  DESIGNED  GOLF  COURSE.  $1.4-$11.5m.  TO  LEARN  MORE 
ABOUT  THE  PLEASURES  OF  OWNERSHIP,  PLEASE  CONTACT!  264-498-7000  OR  VISIT  OUR  WEBSITE  STREGISRESIDENCES.COM/ANGUILLA 


This  is  not  an  offer  not  s  an  oiler  made  where  prohibited  by  law  A  prospective  purchaser  should  seek  competent  legal  advice  m  connection  with  any  purchase  Home  depiction  is  a  Temenos  Estate  model  home  Some  photos  are  beaches  substantially  simitar  lothe  project's 
beaches  Hotel  services  would  be  available  at  an  additional  lee  not  included  in  the  purchase  price  Construction  of  the  Estates,  villas,  and  Oceanfront  Residences  is  scheduled  to  begin  in  the  tall  ot  20O4  They  will  not  be  owned,  developed,  01  sold  by  Starwood  Hotels 
&  Resorts  Wortdwide.  Inc  The  use  ot  the  St  Regis  trademark  is  pursuant  to  a  license  from  Starwood  Hotels  &  Resorts  Worldwide  Inc.  to  an  affiliate  ol  Flag  Luxury  Properties.  LLC,  which  license  may  be  terminated  or  revoked  pursuant  to  the  terms  thereof 
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Joyce  Raley  Tecl 

$1.1  billion 

Supermarkets.  Sacramento,  Calif. 
74.  Married,  5  children 
Father,  Tom,  worked  as  Safeway  manager 
before  opening  first  Raley's  grocery  in 
Placerville,  Calif,  in  1935.  First  to  offer  pre- 
cut,  prepackaged  meat  stations,  in-store 
pharmacies.  Joyce  worked  at  Raley's  as 
teenager;  left  to  raise  family.  Returned  1 985 
as  cochairman  with  husband;  became  sole 
owner  after  father's  death  1991.  Expanded 
company  through  purchase  of  Bel  Air,  Nob 
Hill  Foods  chains.  Today  Raley's  operates 
138  stores  in  California,  Nevada,  New  Mex- 
ico. Estimated  sales:  S3.2  billion.  Appointed 
first  nonfamily  member  to  run  day-to-day 
business  in  2002;  still  serves  as  cochair. 


Grocer  CHARLES  BUTT  started  as  a  bag  boy.  Today  he  oversees  a  $10  billion  food  operation. 


Donald  Tyson 

$1  billion 

Chicken.  Springdale,  Ark. 
75.  Married,  4  children 
Surviving  son  of  John  Tyson,  who  started 
Tyson  Feed  and  Hatchery  in  1930s.  Don 
dropped  out  of  U.  of  Arkansas  to  join  com- 
pany 1952;  helped  dad  fend  off  takeover  bid 
by  Swanson  Co.  Took  chicken  business  pub- 
lic 1963,  changed  name  to  Tyson  Foods.  Don 
took  over  1967  after  car-train  wreck  killed 
father,  stepmother.  Expanded  mainly 
through  acquisition:  bought  meatpacker  IBP 
in  2001,  making  Tyson  world's  largest  poul- 
try and  red  meat  provider.  Passed  reins  to 
son  John  in  2000,  but  still  enjoyed  company 
perks.  Paid  more  than  $2  million  in  SEC 
fines  for  misleading  disclosure  of  personal 
benefits.  Chicken  feed  for  Don,  who  gives 
millions  to  charity — especially  his  alma 
mater — each  year  through  Tyson  Family 
Foundation. 

Lynne  Pasculano  & 
family 

$950  million 

Auto  parts,  candy.  New  York  City. 

Greenwich,  Conn. 

64.  Married,  2  children 

Only  child  of  Harry  Lebensfeld  (d.  1994), 

high  school  dropout  who  launched  UIS  1945 


with  purchase  of  small  desk-manufacturer. 
Acquired  more  than  20  small  companies, 
eventually  sold  most  of  them,  including  auto 
parts  division,  to  Carlyle  Group  for  S800 
million  2  years  ago.  Still  controls  New  Eng- 
land Confectionery,  maker  of  Necco  Wafers, 
"Be  Mine"  Valentine  Hearts,  Mary  Janes. 
Lynne  not  involved  in  company,  stays  busy  in 
tri-state  charity  circuit.  Through  Lebensfeld 
Foundation,  longtime  supporter  of  New 
York  Public  Library,  Metropolitan  Museum 
of  Art,  Lincoln  Center. 


S.  Truett  Cathy 

$900  million 

Chick-fil-A.  Atlanta. 
84.  Married,  3  children 
Restaurateur  credited  with  creating  the  orig- 
inal chicken  sandwich  fired  up  first  grill  in 


NEW 


1946.  With  brother,  Ben,  serv  ed  Ford  factory, 
airport  workers  round  the  clock,  6  days  a 
week.  Poultry  executives  approached  Cathy 
offering  discounts  on  leftover  chicken  breasts 
too  big  for  airplane  trays.  Oversize  chicken 
sandwich  became  trademark.  Food-court 
pioneer  opened  first  Chick-fil-A  1967  in 
Greenbriar  Mall.  Scarred  by  Depression, 
keeps  company  debt  to  minimum.  "Let  the 
customers  dictate  how  fast  we  can  grow.' 
Simple  marketing  strategy:  2  cows  with  "Eat 
Mor  Chikin"  slogan  encourage  diners  at 
1,215  locations.  Sales:  SI. 7  billion.  Devout 
Baptist  keeps  restaurants  closed  on  Sundays; 
donates  to  WinShape  Centre  Foundation 
supporting  foster  families.  Active  octogenar- 
ian rides  Harley,  takes  foster  children  on 
back-to-school  shopping  trips,  appears  at 
almost  even'  restaurant  opening.  Never  going 
public:  "I  plan  on  being  here  forever." 
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S  THE  WORLD'S  HELP  DESK 


PROBLEM: 


h\kf'\Z<k  \r\  *pA.m. 

e -ma.il  security  \*>  ik  Spam, 
illicit-  e -ma.il,  viruses  ail  over  tVte  place. 

SOLUTION: 

can  dean  tVus  up  pronto,  inexpensive. 
Manageable.  Modular  30 -day  trial*. 
"This  can'r  WA.it. 


CALL  866-275-5920 

or  go  to  ibm.com/businesscenter/security30 


SECURITY  FROM  $1.80  PER  E-MAIL  ADDRESS 
PER  MONTH.  NO  SET  UP  COSTS. 


)05  IBM  Corporation.  All  rights  reserved.  IBM,  the  IBM  logo,  and  Express  are  registered  trademarks  or  trademarks  of  International  Business  Machines  Corporation  in  the  United  Stales  and/or  other  countries  Other  company  product 
|;ervice  names  may  be  trademarks  or  service  marks  of  others.  "Five  days'  prior  written  notice  to  IBM  is  reguired  in  order  to  cancel  the  Services  during  the  30-day  risk  tree  period 


MAY  WE 


OUR  DIFFERENCES? 


Comparatively  speaking,  our  customers 
enjoy  an  upper  hand.  They  fly  on  the 
industry's  youngest  fleet.  Their  aircraft 
has  the  highest  residual  value.  And  with 
innovative  products,  they  have  a  first  hand 
look  at  the  future  of  private  aviation. 
Contact  CitationShares.  That's  the  one 
you  want. 


C£  CitationShares 


800.340.7767  x  121 


CitationShares.com 


iTHE  ENLIGHTENED 
USINESS  TRAVELER 

REA1G1 IG  THE  TIME  BAKRIEIi 

Written  and  produced 
by  Mark  Patiky 


"■^^  usiness  has  never  had  so  many  communication  options. 

Cell  phones.  E-mail.  Teleconferencing.  Text  messaging.  The 
m^J  ubiquitous  Blackberry.  Yet,  a  more  traditional  technology  is  on 
he  leading  edge  of  the  communications  revolution:  the  business  air- 
raft.  Indeed,  with  the  pace  of  business  accelerating  and  its  scale 
xpanding,  business  aircraft  are  more  critical  to  success  than  ever. 
)espite  the  array  of  new  ways  to  stay  in  touch  electronically,  there's 
o  substitute  for  being  somewhere  physically,  be  it  inspecting  a 
acility,  walking  around  a  property,  shaking  the  hand  of  a  prospect  or 
leeting  a  client  face-to-face.  And  increasingly,  business  aircraft  are 
he  way  successful  enterprises  choose  to  be  there. 


Advertisement  2 


The  Enlightened  Business  Traveler 


The  ways  business  aircraft  have 
evolved  are  manifold,  and  the  ways  to 
take  advantage  of  those  benefits  have 
soared.  Innovative  product  offerings 
are  emerging  to  meet  the  rapidly 
expanding  needs  of  the  marketplace. 
Options  in  outright  ownership  are 
attracting  more  customers.  But  amaz- 
ingly, with  fractional  share  plans, 
charter  and  the  hot  new  jet  card  pro- 
grams, you  don't  need  to  own  an  air- 
craft to  gain  the  full  advantages  and 
then  some.  Access  to  these  advantages 
has  never  been  easier,  and  business 
aircraft  benefits  have  become  more 
affordable  to  a  vastly  broader  audi- 
ence who,  once  they  try  them,  quickly 
find  them  indispensable. 


business  aircraft  provide  in  today's 
competitive  environment. 

"A  business  aircraft  enables  execu- 
tives to  reach  multiple  locations  in  a 
day  and  call  on  more  customers.  It  pro- 
vides a  safe,  secure  environment  that 
turns  travel  time  into  productive  time. 
A  business  aircraft  puts  companies 
back  in  charge  of  their  own  schedules 
and  eliminates  the  grinding  wear  and 
wasted  time  of  flying  commercially.  It 
allows  companies  to  locate  in  areas 
that  may  offer  lower  operating  costs  or 
a  more  livable  environment,  because 
their  aircraft  bring  them  wherever  they 
need  to  be.  And  it  helps  businesses 
attract  and  retain  key  employees,  who 
understand  business  aircraft  can  max- 


More  change  is  just  ahead.  A  new 
class  of  small  jets  is  poised  to  enter 
the  marketplace,  potentially  heralding 
an  era  of  affordable  air  taxi  service 
and  enabling  growing  numbers  of 
businesspeople  to  fly  themselves 
where  they  need  to  go.  In  addition,  a 
number  of  supersonic  business  jets, 
which  will  slash  transatlantic  flight 
times  to  under  three  hours,  are  in  con- 
ceptual stages. 

IMMEASURABLE  VALUE 

The  bottom  line  that  drives  the 
tremendous  attraction  to  business  air- 
craft isn't  the  advances  of  the  latest 
model,  or  the  addition  of  a  new  com- 
munications technology  in  the  cabin. 
It's  the  tremendous  advantages  that 


imize  both  their  work  time  and  the 
time  they  have  with  their  families," 
says  Edward  Bolen,  president  and  chief 
executive  officer  of  the  National  Busi- 
ness Aviation  Association  (NBAA). 

The  Enlightened  Business  Traveler 
is  your  guide  to  this  new  world  of 
business  efficiency.  It  explains  the  air- 
craft, the  access  options  and  how 
businesses  are  using  aviation  as  key 
components  in  their  success  stories.  It 
profiles  the  major  fractional  compa- 
nies, the  jet  card  programs  and  lead- 
ing charter  providers.  It  explores  the 
key  benefits  of  business  aviation  and 
the  ways  organizations  of  all  sizes  are 
using  air  power  to  achieve  success. 
And  it  explains  the  key  issues  anyone 
who  wants  to  be  part  of  this  travel 


revolution  needs  to  understand.  Ha 
you  or  your  company  investigated  th 
priceless  opportunity?  If  not,  read  c 
and  start  thinking  about  ways 
make  it  work  for  you. 


FLIGHT  LOG 

BODY  BY  JAKE 


Innovator,  motivator,  street-sma 
entrepreneur  and  world-recognized  f 
ness  icon  Jake  Steinfeld  is  attribute 
with  creating  the  personal  fitne 
industry.  He  made  his  reputation 
the  first  nationally  recognized  perso 
al  trainer,  buffing  the  bodies  of  HolL 
wood  notables  like  Steven  Spielber 
Harrison  Ford,  Priscilla  Presley  ar 
others.  Since  then  the  "Body  By  Jak< 
fitness  expert  has  expanded  his  empi 
to  include  exercise  equipmer 
infomercials,  publishing  and  two  fi 
ness/lifestyle  TV  networks.  And,  if  th 
was  not  enough,  Steinfeld  founde 
Major  League  Lacrosse  and  author* 
several  books,  the  latest  on  making 
success  in  life  and  business  out  th 
fall,  I've  Seen  A  Lot  Of  People  Nakt 
And  They've  Got  Nothing  On  You! 

So  where  does  the  man  w'v 
boundless  energy  find  the  timi 
Because  his  hectic  schedule  frequent 
required  him  to  travel  from  coast 
coast  for  meetings  with  sponsor 
television  executives  and  busine 
associates,  air  travel  was  extractit 
an  enormous  toll.  Then  Steinfeld  di 
covered  that  a  business  jet  cou 
create  time  and  amplify  his  produ 
tivity  exponentially. 

PRESERVING  QUALITY  OF  LIFE 

Enter  the  Marquis  Jet  Card.  Stei 
feld  was  one  of  the  first  aboard  fi1 
years  ago  when  Marquis  Jet  launch* 
a  new  era  in  jet  travel.  The  Jet  Cai 
provided  everything  he  neede 
including  access  to  the  consistenc 
quality,  safety  and  service  of  the  Ne 
Jets  fractional  ownership  prograr 
but  in  bite-sized,  affordable  chunk 
"The  most  important  thing  in  my  li 
is  my  family.  Now  I'm  able  to  do 
whole  lot  of  things  in  a  very  shot 


Hawker  400XP 


Look  Familiar?  Take  a  Closer  Look. 

Two  Aircraft  for  the  Purchase  Price  of  One. 


Hawker  800XP 


Flight  Options  is  revolutionizing  the  way  you  travel  -  On  your  terms.  Our  75/25  Program  combines  two  types 
of  aircraft,  with  a  quarter  of  your  time  spent  in  a  larger  jet  for  your  longer  missions.  Access  to  two  aircraft  for  the 
purchase  price  of  one.  When  you  need  the  flexibility  and  options  to  maximize  every  day,  call  Flight  Options. 


Call  today  for  details  on  other  aircraft  combinations. 


877.703.2348  I  www.flightoptions.com 


Flight  Options,  LLC  is  an  affiliate  of  Raytheon  Company. 
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sultant  or  one  of  the  leading  aircraft  and  aviation  staffing.  Its  aircraft  m 

management  firms  can  lead  to  the  agement  and  charter  divisions  join 

best  solutions,"  Wyndam  say's.  operate  more  than  160  aircraft,  anc 

Although  a  prospective  owner  may  2004  it  exceeded  60,000  hours 

have  the  financial  resources  to  buy  an  global  flight  operations, 
aircraft,  he  or  she  may  lack  the  desire        In  addition  to  its  major  aircr 

or  human  resources  to  manage  a  completion  centers  in  the  U.S.  a 

flight  operation  in-house,  Wyndam  Europe,  Jet  Aviation  operates  facto 


amount  of  time  and  still  get  home  at 
night  to  be  with  them,"  he  says.  "I  just 
know  that  wherever  I  am,  whenever  I 
need  a  plane,  it's  there.  The  Marquis 
Jet  Card  makes  travel  a  pleasure." 

Steinfeld  recalls  a  recent  trip  during 
which  he  began  in  New  York,  then 
moved  on  to  Boston  for  the  lacrosse 
league's  first  televised  event,  and  fol- 
lowed it  up  with  a  dinner  meeting  in 
St.  Louis  with  sponsors.  "I  was  still 
able  to  get  home  to  Los  Angeles  that 
night  and  wake  up  to  make  breakfast 
for  my  kids."  The  Marquis  Jet  Card, 
which  gives  him  the  flexibility  to  use 
larger  or  smaller  aircraft  to  fit  any  mis- 
sion, made  that  possible. 

Steinfeld  still  travels  commercially 
when  the  schedule  makes  sense,  but 
what  commercial  travel  cannot  do  is 
provide  an  atmosphere  conducive  to 
business.  He  often  finds  the  time  aloft 
in  his  jet  perfect  for  closing  deals. 
"This  is  the  best  way  to  do  business  in 
the  world,"  he  says.  "It's  a  very  cap- 
tive audience." 

Tommy  Hilfiger  refers  to  Steinfeld 
—  the  start-from-scratch,  do-it-yourself 
motivator  who  recognizes  that  the 
best  rewards  in  life  are  a  product  of 
hard  work  —  as  the  "quintessential 
American  success  story."  For  Steinfeld, 
the  American  Dream  "is  creating  and 
living  your  own  dream."  There  is  little 
question  about  how  a  business  jet  is 
helping  him  to  do  that.  ^* 


THE  ULTIMATE 
PRODUCTIVITY  TOOL 

David  Wyndam,  partner  in  Con- 
klin  &  de  Decker  Associates,  a  Boston- 
based  aircraft  consultancy,  points  out 
that  there  are  many  ways  to  gain  busi- 
ness aircraft  benefits  —  outright  own- 
ership, fractional  shares,  charter  or  the 
hot  new  jet  card  programs  —  and 
travel  frequency,  distance,  location, 
airline  options  and  budget  may  dic- 
tate some  of  the  answers.  However, 
"once  a  company  decides  to  acquire  a 
business  aircraft,  there  are  many  more 
decisions  to  be  made,  and  often  pro- 
fessional advice  from  an  aircraft  con- 


points  out.  All  of  those  necessary 
functions,  however,  such  as  crew 
hiring,  maintenance  requirements, 
flight  operations,  regulatory  and  tax 
issues,  can  be  outsourced  to  a  profes- 
sional management  firm  that  will 
handle  all  the  ownership  and  opera- 
tional responsibilities  for  you.  And,  if 
utilization  is  less  than  optimal,  he 
says,  the  larger  management  firms  can 
charter  your  aircraft,  which  can  pro- 
duce revenue  that  offsets  some  of  the 
fixed  ownership  costs. 

"Aircraft  operation  is  a  specialized 
discipline,  and  although  aircraft 
owners  may  have  some  knowledge, 
they  don't  always  have  the  compre- 
hensive range  of  necessary  skills  and 
experience,"  says  John  Thomas, 
national  vice  president,  key  accounts 
for  Jet  Aviation  Business  Jets  based  in 
Teterboro,  New  Jersey. 

Jet  Aviation  is  a  40-year-old  global 
business  aviation  services  company  with 
60  locations  in  North  and  South  Amer- 
ica, Europe,  the  Middle  East  and  Far 
East.  The  company  offers  worldwide 
aircraft  management  and  charter,  air- 
craft sales,  maintenance,  refurbishing, 
fueling,  executive  terminal  operations 


authorized  service  and  repair  facilil 
strategically  located  in  the  U.S.  a 
abroad,  and  handles  maintenance  a 
refurbishing  for  many  of  its  top  ch 
ter,  management  and  fractional  ov 
ership  competitors. 

YOUR  JET  IS  BUT  A  PHONE  CALL  AWAY 

A  select  group  of  firms  includi 
Jet  Aviation,  TAG,  Executive  Jet  Mi 
agement  (EJM),  PrivatAir  and  oth 
like  them  with  impeccable  reputatic 
are  experts  in  providing  a  turnk 
management  service.  "Committed 
safety,  top  management  firms  oper. 
to  rigorous  standards,  follow  airlii 
style  training  and  maintenar 
regimes,  provide  dedicated  cre\ 
maintenance,  hangarage,  insurance, 
well  as  administration  functions  a 
can  fly  you  anywhere  worldwidi 
remarks  Gil  Wolin,  vice  preside 
corporate  communications  for  Tl 
Aviation  USA. 

Thomas  adds  that  the  leadi 
management  firms  also  have  the 
depth  knowledge,  experience  a 
resources  to  provide  advice  regardi 
the  selection  and  acquisition  of  t 
very  best  aircraft  for  the  requireme 


TIME  AND  AGAIN, 

MORE  FRACTIONAL  BUYERS  END  UP 

AT  THE  SAME  PLACE. 

Few  decisions  demand  as  much  consideration  as  buying  a  fractional  share.  Yet  when  you 
come  right  down  to  it,  the  answer  is  simple.  Since  creating  fractional  ownership  in  1986, 
Netjets  has  led  the  industry  in  everything  from  service  and  safety  to  the  size  and  variety 
of  our  fleet.  And  the  backing  of  Berkshire  Hathaway  means  our  financial  stability  is 
unmatched.  So  it's  no  surprise  we  sell  more  jets  than  everyone  else  combined.  If  you're 
looking  for  the  very  best  in  fractional  ownership,  your  search  is  over. 

TRAVEL  ON  YOUR  TERMS.  TALK  TO  THE  LEADER.™ 
www.netjets.com/simple  |  1-877-356-0757 

NETJETS® 

Leave  nothing  to  chance  s" 


©  2005  Netjets  Inc.  I  Netjets  is  a  Berkshire  Hathaway  company. 
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They  also  offer  significant  added  value, 
including  domestic  and  international 
flight  planning,  continuous  monitoring 
of  world  events,  dispatching,  economies 
of  scale  and  volume  buying  power, 
resulting  in  lower  owner  cost;  and  pro- 
vide highly  personalized  customer  ser- 
vice on  a  24-hour  basis.  "It  would  be 
difficult  for  an  individual  company  to 
assemble  these  resources  and  expertise 
in-house,"  says  Thomas. 

FLIGHT  LOG 

THE  MANAGEMENT 
FUNCTION  IN  ACTION 

When  rapidly  developing  business 
opportunities  in  Europe  and  beyond 
demanded  considerable  attention,  one 
Massachusetts  entrepreneur  realized 
that  a  business  jet  could  play  an  essen- 
tial role  in  his  firm's  growth  strategy. 
To  gain  necessary  global  reach,  he  pur- 
chased a  new,  long-range  Gulfstream  G 
IV  SP.  But,  while  the  large-cabin  jet  was 
everything  he  needed,  what  he  didn't 
want  was  the  concern  and  the  admin- 
istrative overhead  associated  with  run- 
ning a  flight  operation. 

He  concluded  that  outsourcing 
was  the  best  solution.  However,  he 
had  several  tough  demands:  He 
needed  a  company  with  significant 
expertise  in  large  jets  and  interna- 
tional flight  operations  that  could 
provide  a  complete  turnkey  manage- 
ment program;  he  wanted  to  locate 
the  aircraft  in  rural  northern  Con- 
necticut; and,  because  his  flight 
requirements  were  probably  less  than 
200  hours  per  year,  he  wanted  to 
charter  the  Gulfstream  when  it 
would  ordinarily  be  idle. 

He  turned  to  San  Francisco-based 
TAG  Aviation  USA  for  help.  With 
more  than  30  years  of  experience  and 
operations  bases  in  the  U.S.  and 
Europe,  TAG  operates  a  fleet  in  excess 
of  150  aircraft  and  offers  manage- 
ment services  and  charter  at  55  sites 
across  the  nation. 

Like  dozens  of  other  TAG- 
managed  aircraft  at  remote  bases,  this 
highly  mobile  entrepreneur  receives 


the  same  comprehensive  service,  the 
personal  attention  that  he  wants,  plus 
a  great  deal  more.  Now  he  merely 
picks  up  the  phone  and  his  plane 
is  ready. 

PERSONAL  SERVICE  TAILORED 
TO  YOUR  NEEDS 

TAG's  client  aviation  manager,  Bill 
Thomas,  who  personally  handles  all  the 
management  and  aircraft-related  issues, 
took  charge  of  the  entire  flight  opera- 
tion on-site,  including  overseeing  three 
pilots,  a  full-time  flight  attendant,  a 
Gulfstream-trained  maintenance  tech- 
nician and  a  hangar.  "My  entire  focus 
is  this  single  client,  and  the  arrangement 
is  structured  so  I  can  be  immediately 
responsive  to  any  of  his  needs.  Em 
involved  in  the  day-to-day  detail,  and 
he  has  my  undivided  attention." 

Thomas's  client  is  happy.  "He 
knows  all  the  people  who  fly  with 
him  or  work  on  the  airplane,  so  he 
has  the  same  kind  of  personal  rela- 
tionship that  he  would  have  with  his 
own  flight  organization  —  the  same 
level  of  confidence  in  the  crew  and 
maintenance,  but  without  the  incon- 
venience," says  Thomas.  "He  also  has 
access  to  TAG's  extensive  resources  in 
the  U.S.  and  Europe." 

In  addition  to  peace  of  mind,  the 
owner  gains  the  advantage  of  large 
company  buying  power.  With  a  size- 
able fleet  operating  worldwide  and 
contracts  with  all  the  major  aviation 
suppliers,  TAG  has  the  market  clout 
to  negotiate  significant  discounts  on 


fuel  and  maintenance,  crew  traininj 
insurance  and  other  operation; 
needs.  "An  individual  flight  depar 
ment  doesn't  have  that  kind  of  leve: 
age,"  Thomas  emphasizes.  So,  whii 
there  are  costs  involved  in  the  mar 
agement  arrangement,  much  of  that 
offset  by  considerable  savings. 

On  any  day,  the  spacious  long 
range  Gulfstream  with  as  many  as  te 
aboard  might  be  flying  nonstop  t 
the  heart  of  Europe  as  easily  as 
does  across  the  state  or  across  trl 
country.  Although  these  are  prival 
flights,  TAG  crews  always  operate  t 
the  higher  safety  standards  and  moi 
demanding  requirements  that  TA< 
stipulates  for  all  air  charter,  Thorm 
emphasizes.  "We  take  care  of  him  lil« 
a  member  of  the  family." 


EASIEST  ROUTE  TO  BUSINES! 
AIRCRAFT  BENEFITS 

Because  it  operates  on  a  pay-as-yoi 
go  basis,  charter  is  one  of  the  simple 
and  least  expensive  ways  to  tall 
advantage  of  business  aircraft  benefit 
points  out  Robert  Seidel,  senior  vie 
president/general  manager,  Jet  Aviatic 
Business  Jets  Charter  based  in  Tete 
boro,  New  Jersey.  "There  is  no  lonj 
term  commitment,  major  capit; 
investment  or  capital  risk,"  he  adds. 

Jet  Aviation  took  simplicity  a  giai 
leap  further  last  year  with  the  intrc 
duction  of  The  Privileged  Travel  Cat 
—  the  company's  own  branded  charte 
based  jet  card  program  that  incorpo 


EAVE  YOUR  COMPETITION 


AT  THE  FUEL  TRUCK. 


'hile  they're  still  filling  up,  you're 
up  and  away  in  a  Falcon  900EX. 
The  most  versatile,  fuel-efficient 
Wane  in  its  class  —  by  design. 
[   Its  three  engines  handle  small  air- 
ports and  big  oceans  with  ease. 

It  hops  from  city  to  city,  picking  up 
passengers,  then  leaps  across  a  conti- 
nent —  without  having  to  refuel. 


Jet  A       Jet  B       Jet  C  900  EX     Jet  D       Jet  E 


Fuel  used  on  the  most  typical  business  trip:  1,000  nm* 
The  900EX/DX  Green  Machines— think  what  you'll  save. 


And  it  sips  fuel  like  a  smaller  jet. 
Nearly  a  ton  less  than  others  in  its 
class  on  a  1 ,000  nm  trip  —  nearly  three 
tons  on  long  trips  —  yet  you  give  up 
nothing  in  comfort  and  elegance. 


Maybe  that's  why  today's  tough- 
minded,  tech-sawy  CEOs  are  calling 
our  Falcon  900EX  and  our  new  —  even 
more  efficient  —  900DX: 
"The  Green  Machines." 


4 


DASSAULT 
FALCON 


ENGINEERED     WITH  PASSION 


Visit  our  website  at  falconjel.com.  Or  call:  U.S.  201.541.4600  France  33.1.47.1 1.82.32 
*Source:  Business  &  Commercial  Aviation,  May  2004 
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rates  the  appeal  of  fractional  owner- 
ship, including  guaranteed  availability 
and  fixed  flight-hour  pricing,  and  one 
pays  only  for  the  time  aboard.  This  is 
currently  the  only  program  to  offer  an 
introductory  10-hour  card  in  addition 
to  standard  25,  50  and  100  occupied- 
hour  increments.  "While  the  majority 
of  our  clients  are  traveling  on  business, 
we  are  talking  to  a  much  broader  spec- 
trum of  customers  and  seeing  a 
marked  increase  in  the  number  of 
people  who  are  buying  The  Privileged 
Travel  Card  for  personal  use,"  Seidel 
says.  The  new  Jet  Aviation  jet  card, 
which  can  be  used  nationally,  makes 
one-way  trips  economical  and  offers  a 
choice  of  three  distinct  aircraft  cate- 
gories. Another  unique  feature  is  bonus 
hours  on  certain  round-trip  flights. 

Jet  Aviation  is  among  a  small  cadre 
of  the  world's  foremost  charter 
providers  that  subscribe  only  to  the 
highest  standards  of  safety  and  service. 
All  are  experiencing  an  upsurge  in 
business,  which  TAG's  Wolin  attributes 
to  a  favorable  economy,  the  rapid 
deterioration  of  commercial  airline 
options  and  the  wide-ranging  avail- 
ability of  business  and  private  jet 
advantages  that  are  vastly  more 
affordable  than  ever  before.  "Their 
time  is  perishable,"  says  Seidel.  "They 
can  accomplish  things  with  a  business 
jet  that  would  be  impossible  any  other 
way.  They  are  squeezing  even  more 
value  out  of  the  experience  by  filling 
seats  and  traveling  to  more  places  that 
commercially  are  impossible  to  reach." 

ABSOLUTE  FOCUS  ON  SAFETY 

Jet  Aviation  and  TAG,  like  the  other 
industry  leaders,  have  an  unblemished 
safety  record;  but  Wolin  cautions  that 
not  all  charter  is  equal,  and  despite  fed- 
eral regulations,  which  are  only  a  bare 
minimum  standard,  quality  and  safety 
vary  widely.  "There  is  a  demonstrable 
difference  between  those  that  do  it 
right  —  who  spend  a  lot  of  money  and 
time  making  certain  that  training,  pro- 
cedures and  policies  are  focused,  with- 
out compromise,  on  the  safety  and 
comfort  of  their  clients,"  says  Seidel. 


"Then  there  are  those  who  are 
more  driven  by  their  own  bottom  line 
than  they  are  in  providing  high  qual- 
ity and  high  value  to  their  customers," 
Wolin  adds.  "If  you  put  dollars  first, 


the  operator,  but  also  the  crew  anc 
the  airplane  on  that  specific  day." 

According  to  ARG/US,  there  ar< 
857  air  charter  companies  in  the  U.S 
operating  turbine-powered  aircraft 


you  severely  jeopardize  safety,  securi- 
ty and  service,  and  that's  what  the 
consumer  is  paying  for.  If  one  shops 
strictly  for  price  in  the  charter  market, 
the  chances  are  those  three  crucial 
components  are  gravely  marginal- 
ized," he  says.  "Ask  a  lot  of  questions: 
Who  owns  the  airplanes?  Are  they 
maintained  at  factory-authorized 
facilities  and  with  factory-trained 
mechanics?  What's  the  experience 
level  of  the  crews?  How  frequently 
are  they  trained?  Is  training  conduct- 
ed by  professional  training  organiza- 
tions using  latest-technology  flight 
simulators?  Ask  specifically  about 
their  safety  record,"  he  implores. 

Like  all  the  major  charter  firms,  Jet 
Aviation  not  only  organizes  charter 
but  is  also  a  consumer.  "If  we  cannot 
fill  a  request,"  says  Seidel,  "we  turn  to 
highly  trusted  sources  with  which  we 
have  long-standing  relationships  that 
also  meet  our  own  demanding  stan- 
dards." His  firm  works  with  only 
those  that  have  the  highest  ratings 
from  Aviation  Research  Group/U.S. 
Inc.  (ARG/US)  and  Wyvern  Consult- 
ing Ltd.,  the  two  nationally  recog- 
nized independent  safety-auditing 
firms.  "The  evaluations  are  confirmed 
by  our  own  physical,  on-site  audits," 
says  Seidel,  "and  we  not  only  check 


and  of  those,  only  287  have 
ARG/US  Gold  rating  and  a  mere  4 
have  the  coveted  Platinum  rating.  Je 
Aviation,  like  TAG,  chooses  to  wor 
with  only  the  top  70  firms,  a  mer 
8%  of  the  total.  "These  are  the  best  c 
the  best,"  says  Seidel. 


FLIGHT  LOG 


LANCE  TOLAND  ASSOCIATES 

It's  very  understandable  that  Lane 
Toland  would  own  his  own  busine 
jet.  After  all,  Toland,  the  son  of 
former  Navy  pilot,  was  practically  bor 
in  the  back  of  an  airplane.  He  spent  h 
early  years  hanging  around  airport 
worked  as  a  freight  pilot,  finished  la' 
school  and  later  formed  what  is  no1 
the  largest  independent  aviation  insu 
ance  brokerage  in  the  nation.  . 

As  a  small-business  owner  with  seve 
employees,  a  business  that  spans  tl 
nation  and  only  so  many  hours  in  a  da 
Toland  knew  he  needed  to  make  the  be 
use  of  available  resources.  He  also  rea 
ized  that  a  well-maintained  airplane  wil 
updated  avionics  and  a  refurbished  int 
rior  offered  considerable  advantages,  s 
he  purchased  a  pre-owned  Dassau 
Falcon  10  from  a  corporation  that  w; 
updating  its  fleet.  He  uses  it  daily  to  ga 
vital  business  benefits. 


Enjoy  a  fresh  perspective 

on  private  jet  travel 


At  Sentient  Jet,  we  understand  that  no  two  trips  are  aiike. 
So  we've  pioneered  a  unique  membership  program  that's  as 
flexible  as  your  lifestyle.  Each  time  you  fly,  we  provide  you 
with  the  jet  solution  that  best  meets  your  needs — and  a  level 
of  service  that  exceeds  them.  All  delivered  with  a  passion 
that  strives  to  make  every  flight  an  extraordinary  experience. 
Sentient  Jet  Membership.  Because  every  trip  matters. 
Call  or  visit  us  online  to  learn  more. 


sentient 

JET  MEMBERSHIP 


800-760-4912 
sentient.com 


©  2005  Sentient  Jet.  All  flights  are  operated  by  FAR  Part  135  carriers.  Operators  providing  service  for  the  Sentient  Private  Jet  Membership  program  must  meet 
both  FAA  safety  requirements  and  additional  Sentient  safety  standards.  Some  flights  may  be  operated  by  Atlantic  Aviation  Flight  Services,  which  is  a  wholly 
owned  subsidiary  of  Sentient  Jet,  Inc.  and  operates  in  full  compliance  with  all  FAA  and  Sentient  safety  standards. 
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"The  Falcon  allows  me  to  manage 
my  time  and  my  employees'  time 
better,"  he  says.  He  can  depart  from 
the  small  3,700-foot  strip  in  Griffin, 
Georgia  just  south  of  Atlanta  and 
touch  down  in  Olathe,  Kansas  about 
an  hour  and  a  half  later.  "I  regularly 
fly  to  Fort  Lauderdale  to  meet  with 
clients  and  can  be  back  in  the  office 
for  the  entire  afternoon,"  he  says.  The 
flight  takes  less  time  than  the  drive  to 
the  Atlanta  airline  terminal. 

"The  Falcon  lets  me  operate  as  fast 
and  efficiently  as  possible,  and  that 
has  helped  me  to  expand  my  busi- 
ness," he  says.  But  saving  time  and 
meeting  with  clients  in  a  personal 
way  is  not  the  only  advantage.  "You 
have  to  factor  in  the  quality  of  life," 
he  says  —  the  wear  and  tear  that 
drains  productivity,  keeps  one  away 
from  home  and  family  and  arouses 
dissatisfaction.  "If  you  can  provide 
your  people  with  a  better  quality  of 
life,  you  make  them  more  effective  in 
their  jobs,"  he  assures.  ^« 


JET  CARD  PIONEER  CREATES 
NEW  BUSINESS  JET  BENEFITS 

Just  as  fractional  plans  changed  the 
course  of  business  jet  ownership,  Sen- 
tient Jet,  which  pioneered  the  jet  card, 
launched  a  completely  new  paradigm 
by  opening  the  floodgate  of  accessi- 
bility to  jet  travel  even  further. 

By  melding  the  safety,  consistency 
and  guaranteed  availability  of  frac- 
tional ownership  together  with  the 
pay-as-you-travel  simplicity  of  char- 
ter and  eliminating  the  long-term 
investment  and  capital  risk,  the 
Sentient  Jet  card  idea  made  private  jet 
travel  advantages  affordable  to  a  vast 
new  audience  of  individuals  and  small 
businesses.  Today,  jet  cards  are  one  of 
the  hottest  ways  to  gain  business  jet 
benefits.  And  Sentient  continues  to 
stand  among  the  best. 

Sentient  Jet  members  prepay  for 
future  travel,  and  each  trip  is  debited 
to  their  accounts  based  on  a  pre- 
determined fixed  hourly  rate.  Much 
like  fractional  ownership,  the  plane  is 


guaranteed  when  you  need  it  and  you 
pay  only  for  time  aboard.  There  are 
no  positioning  costs  and  no  empty  leg 
charges,  as  with  traditional  charter, 
so  one-way  trips  become  practical  and 
affordable.  With  Sentient,  there  are  no 
time  limits  on  usage  and  the  unused 
balance  is  fully  refundable. 

According  to  chief  executive  offi- 
cer Steve  Hankin,  jet  card  demand  is 
reaching  record  highs,  driven  by  con- 
fidence in  the  economy,  continued 
poor  service  from  commercial  carriers 
and  the  low-cost  entry  point  to  per- 
sonal and  business  jet  benefits.  "We 
are  seeing  more  business  flying  than 


ever  before,"  he  says.  "I  think  rela- 
tionships remain  a  central  element  of 
business,  and  we  make  it  that  much 
easier  to  be  out  there  on  the  road 
building  those  relationships." 

Sentient  offers  three  broad  classes  of 
aircraft  —  small  cabin,  midsized  and 
large  cabin  —  and  within  each  class  jet 
card  holders  can  select  from  the  Pre- 
ferred category  of  newer  aircraft  or 
from  the  Select  group  of  quality  older, 
but  economically  priced  models. 
Although  occupied  flight  hour  charges 
are  at  a  fixed  rate  for  each  class  and 
category,  round-trip  discounts  are 
available  for  those  who  choose  to 
return  to  their  departure  point. 

While  continuing  to  operate  as  a 
broker  through  an  exclusive  network 
of  top-quality  preferred  charter  oper- 
ators, Sentient  became  its  own  jet 
provider  this  year  with  the  recent 


acquisition  of  Atlantic  Aviation, 
highly  rated  charter  and  aircraft  mai 
agement  organization.  The  purchas 
creates  an  additional  controlle 
source  for  quality  aircraft  in  the  fa« 
of  growing  jet  card  demand. 

JET  CARD  GOES  GLOBAL 

This  year,  Sentient  also  teamed  wi1 
U.K. -based  Air  Partner,  the  world 
largest  charter  broker,  highly  repute 
for  quality  and  safety.  The  strateg 
alliance  creates  a  unique,  seamless  bu; 
ness/private  jet  network  launching  Se 
tient  into  a  global  arena.  Now  Sentie 
Jet  members,  in  a  reciprocal  arrang 


ment  with  Air  Partner,  can  take  adva 
tage  of  attractive  fixed  hourly  rates  ai 
guaranteed  availability  througho 
Europe.  For  trips  to  anywhere  else 
the  world,  Air  Partner's  tradition 
charter  rates  apply,  but  charges  can 
deducted  from  the  Sentient  card  be 
ance.  "Our  business  outside  the  U. 
has  boomed  since  the  announcement 
said  Hankin.  "It's  been  a  pleasant  sci 
prise  to  see  how  much  this  produ 
was  needed." 

•  Safety  is  the  cornerstone 
Sentient's  business,  and  Hankin  mak 
it  his  primary  focus.  Sentient's  boa, 
includes  former  FAA  Administrate 
Jane  Garvey,  and  the  company  recenl 
hired  a  former  National  Transportati< 
Safety  Board  lead  investigator  who  w 
continue  to  evaluate  and  define  tj 
standards  and  requirements  for  ; 
charter  providers  with  whom  Sentie 


'he  Best  Choice  In  The  Mid-Size  Market, 
available  now  from  gulfstream. 


s  time  vou  experienced  the  ultimate  choice  in  business  travel.  The  G150  soars  past  the  competition  in  / 
sarlv  every  category  as  Gulfstream's  first  true  mid-size  aircraft.  From  the  fit  and  finish  of  the  vvide  / 

bin  to'  the  altitude  and  high  sp^eed.  unattainable  bv  the  others,  this  sleek  jet  can  take  you  2.JOO      /  ■'  <  '■ 

utical  miles"  -  from  New  York  to  LA  in  5  hours  50  minutes.  Offering  safety,  product  support '     /'  ,  ■  '     .  **, 

d  technologically  advanced  avionics  that  exceed  the  world's  standards,  the  Gl^O  is 'destined     '  /  '•'  "1  f*    i~  j, 

r  travel  heights- beyoTid  vour  expectations.  Let  us  show  you  how.  To  learn  more  call  ■     ^0       VJTLLLLiO  LX  rVli  l'l' 

vaor  Reavis  at  91-2-965-32.33.  0rv-isit  www.gulfstreamGi50.com.  a  general  dynamics  company 
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works.  "We  audit  and  evaluate  the  ser- 
vice quality  of  all  of  our  operators.  We 
have  a  field  team  that  goes  to  see  all  the 
planes.  And  we  keep  track  of  every 
crew,  every  operator,  every  plane,  every 
service  issue,"  Hankin  says.  "We  want 


to-reach  parts  of  Wisconsin,  and 
flying  commercially  from  New  York 
takes  a  full  day.  His  demanding  clients 
aren't  always  prepared  to  invest  that 
time,  so  Goldman  investigated  the 
idea  of  using  a  business  jet. 


to  be  certain  that  we  are  working  with 
companies  that  represent  the  highest 
commitment  to  safety." 

Sentient  recently  took  another  step 
forward  on  the  customer  service  front 
by  offering  access  to  medical  support 
from  The  Cleveland  Clinic.  Sentient  Jet 
card  members  now  have  direct  access 
for  medical  advice  or  referrals  at  all 
times  wherever  they  happen  to  be, 
worldwide. 


FLIGHT  LOG 


GOLDMAN  ASSOCIATES 

Established  in  1952,  Goldman 
Associates  is  a  family  business  and 
exclusive  New  York  area  distributor 
of  high-end  brand  name  appliances 
like  Sub-Zero,  Wolf,  Asko  and  others. 
A  crucial  part  of  the  selling  process  is 
demonstrating  how  to  take  advantage 
of  the  key  product  features.  "We  have 
to  provide  great  customer  service  in 
order  to  maintain  our  exclusive  fran- 
chise, and  that's  why  I  travel  so 
much,"  says  Goldman.  "We  do  a  lot 
of  cooking  demonstrations,  and  we 
regularly  take  customers  to  the  facto- 
ry for  training  sessions." 

The  problem  is  that  most  of  the 
manufacturers  are  located  in  not-easy- 


SELECTING  THE  BEST  AIRCRAFT  FOR  THE  TASK 

After  considering  a  number  of  jet 
card  programs,  he  selected  Sentient  Jet 
for  the  flexibility  and  affordability. 
Because  he  travels  with  up  to  eight  or 
ten  customers  and  staff,  Goldman 
wanted  a  program  that  allowed  him 
to  adjust  to  a  small,  midsized  or  large- 
cabin  jet,  depending  upon  the  most 
suitable  aircraft  for  each  trip.  "When 
I  did  the  math,  Sentient  was  the  most 
cost-effective  for  my  needs,"  he  says, 
"and  the  service  is  excellent."  Now  he 
is  accruing  the  benefits. 

While  he  still  flies  over  100,000 
miles  annually  by  commercial  airlines, 
Goldman  uses  Sentient  when  it  makes 
the  most  business  sense.  "We  are 
flying  over  100  hours  a  year  right 
now  with  Sentient,  and  I  am  using  the 
service  more  than  ever,"  he  says.  On  a 
recent  trip  he  departed  from  Farm- 
ingdale,  Long  Island  with  a  large  cus- 
tomer group,  landed  in  Waukesha, 
Wisconsin  less  than  two  hours  later, 
visited  a  manufacturer  and  returned 
late  in  the  afternoon.  "It  was  amaz- 
ing," he  said.  "They  were  home  in 
time  for  dinner." 

Using  a  business  jet  is  costly,  Gold- 
man concedes.  "But  with  six  or  eight  of 
us  on  the  plane,  you  have  to  ask,  what's 


the  time  worth?  It  may  be  more  exper 
sive,  but  it  represents  tremendou 
value,"  he  says.  "To  me  it's  the  cost  c 
doing  business,  and  my  business  is  u 
as  a  result  of  being  able  to  bring  cu; 
tomers  and  employees  on  these  trip; 
not  to  mention  what  it  does  to  improv 
your  overall  quality  of  life."  ^ 

A  JET  WHENEVER  AND 
WHEREVER  YOU  NEED  IT 

When  Richard  Santulli  invente 
Netjets  fractional  aircraft  ownei 
ship  in  the  late  1980s,  he  launche 
a  revolution  that  forever  change 
the  way  people  look  at  business  an 
personal  travel.  Gone  were  the  da) 
of  private  jets  as  the  solitary  domai 
of  the  rich  and  famous.  Compani 
large  and  small,  as  well  as  entrepr 
neurs  and  private  individuals,  cou 
at  last  gain  all  the  convenienc 
safety,  and  flexibility  advantag 
that  a  business  jet  offered  at  a  fra 
tion  of  the  cost. 

The  idea  is  simple.  You  buy 
much  as  you  need  and  pay  the  equi 
alent  fraction  of  the  aircraft  ownersh 
price  (a  one-eighth  share  equa 
100  annual  hours  and  a  on 
sixteenth  share  equals  50  annu 
hours).  After  that,  all  you  do  is  a 
and  your  jet  is  ready  whenever  an 
wherever  you  want  it.  If  you're 
Kalamazoo,  you  can  have  it  there,  ar 
if  you're  in  Tupelo  you  can  have 
there.  In  fact,  you  can  have  it  bo 
places  at  once.  Every  operational  deu 
is  taken  care  of,  so  even  though  yc 
own  only  a  fraction,  you  have  acce 
to  the  entire  jet  fleet.  There  is  also 
monthly  fee  and  a  per-flight-ho' 
charge,  only  for  the  time  spent  aboar 

For  those  whose  needs  are  less 
want  to  make  it  even  simpler,  thers 
the  25-hour  Marquis  Jet  Car 
which,  for  a  single  payment,  provid 
all  the  Netjets  ownership  benefits 
25-hour  chunks.  Although  the  pe 
hour  price  works  out  higher  th; 
that  for  fractional  shareowners,  the 
are  no  additional  charges,  long-ter 
commitments  or  residual  risks. 


Who's  Behind  Our  Jet  Card  Program? 
Oh,  just  the  people  who  make  Learjets, 

As  the  world  leader  in  business  aviation,  Bombardier  Aerospace  holds  our  jet 
card  program  to  the  same  iiigh  standards  to  which  we  manufacture  and 

maintain  our  private  jets.  Simply  put,  our  many  years  of  aviation  experience, 
coupled  with  dedicated  personal  service,  provide  travelers  with  the  most 
comprehensive  and  innovative  jet  card  program  in  the  history  of  private  jet  travel. 
To  learn  more,  please  call  866.424. 1 146  or  visit  us  at  www.skyjet.com.* 
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GAIN  CONTROL  OF  TIME 

Netjets  put  the  business  traveler 
back  in  control  of  schedules  and  time. 
Despite  the  naysayers,  Santulli  was 
confident  he  knew  what  the  market 
needed,  but  even  he  underestimated 
how  much  they  really  wanted  it.  "I 
made  some  bold  statements  in  1986. 
1  thought  that  Netjets  would  be  very 
significant,  but  not  to  this  point," 
he  said. 

Even  with  formidable  competitors, 
Netjets,  backed  by  Berkshire  Hath- 
away, remains  the  largest  fractional 
ownership  provider  with  the  most 
diverse  fleet.  It  operates  more  than  550 
aircraft  in  the  U.S.  and  Europe,  includ- 
ing 14  different  aircraft  models  rang- 
ing from  the  Cessna  Citation  Bravo 
to  the  Boeing  Business  Jet.  In  2004, 
Netjets  flew  a  total  of  275,000  flights 
covering  100  million  miles  to  over  140 
countries.  The  company  claims  more 
than  5,500  fractional  owners  and 
Marquis  Card  holders  and  also  offers 
fractional  ownership  through  Netjets 
Europe  and  Netjets  Middle  East. 
These  are  the  only  fractional  owner- 
ship programs  outside  the  U.S. 

U.S.  customers  have  guaranteed 
access  to  the  international  fleets  with- 
out having  to  purchase  individual 
international  shares.  With  the  growth 
in  demand  for  international  flights, 
Netjets  removed  ferrying  costs 
between  Europe  and  the  U.S. 

"Our  owners  feel  like  they  are  part 
of  a  special  club  or  family,"  Santulli 
comments.  As  part  of  that  relation- 


ship, Netjets  owners  and  Marquis  Jet 
Card  members  can  take  advantage  of 
a  variety  of  special  services,  including 
call-in  medical  support  provided  by 
the  Mayo  Clinic  available  at  anytime, 
anywhere  worldwide.  Netjets  also 
hosts  a  variety  of  private  sporting  and 
social  events  for  owners. 

FLIGHT  LOG 

MAJOR  BRANDS  INC. 

St.  Louis-based  Major  Brands  is 
the  exclusive  Missouri  distributor  of 
eight  of  the  top  ten  brands  of  wines 
and  spirits  in  the  nation  and  has  sup- 
pliers all  over  the  country.  "Being  able 
to  get  to  our  customers  and  suppliers 
efficiently  and  quickly  is  a  real  advan- 
tage," says  Major  Brands'  chief  exec- 
utive officer,  Todd  Epstein. 

Epstein  had  chartered  occasionally, 
which  demonstrated  the  advantages 
of  traveling  on  his  own  schedule,  but 
his  need  became  acute  when  airlines 
slashed  service  in  St.  Louis  and  other 
Major  Brands'  markets.  After  careful 
research,  he  turned  to  Netjets  for 
the  answer. 

"Owning  a  plane  outright  was  well 
out  of  reach  for  a  midsized  company 
like  ours,"  he  says,  "but  fractional 
ownership  represented  an  excellent 
solution."  Now  he  owns  a  one- 
sixteenth  share  (50  annual  hours)  in  a 
Netjets  Cessna  Citation  Encore.  "We 
have  the  full  benefits  of  ownership, 
including  tax  advantages,  plus  a  lot 
more,"  he  says.  "We  don't  worry  about 


a  plane  being  available,  as  we  wouldl 
we  operated  one  ourselves,  and  if  \l 
need  a  larger  or  smaller  plane,  N'etjcl 
can  accommodate  us  easily." 

FLY  DIRECT  —  BE  HOME  TONIGHT 

While  Epstein  frequently  meel 
with  vendors  across  the  nation  ail 
vintners  in  hard-to-reach  areas  of  ti 
California  wine  country,  there  is  al  l 
a  lot  of  travel  between  five  compai 
offices  across  the  state,  which  can  ta 
three  hours  or  more  flying  comma 
cially  and  demand  a  night  away  fro 
home.  Now  he  flies  to  Kansas  City  <j 
his  jet  in  under  30  minutes.  "The  b 
advantage  for  us  is  that  even  in  a  ligl 
jet,  we  can  go  practically  anywhe 
nonstop,  and  we  take  advantage 
the  efficiencies  by  bringing  four  > 
five  people  if  necessary." 

Flying  to  Rochester,  New  York,  f 
instance,  used  to  be  a  major  challen, 
—  a  six-hour  flight  commercially  - 
but  Epstein  can  be  there  in  an  ho1 
and  a  half.  "And  if  a  meeting  is  ru 
ning  late,"  he  says,  "we  merely  call  i 
and  the  plane  waits."  Try  that 
Gate  36  at  JFK. 

"Fractional  ownership  gave  us  tl 
mobility  that  we  need  in  markets  lill 
ours  that  are  underserved  by  con 
mercial  air  service,"  says  Epstei 
"We  visit  two  or  three  distributors 
a  day  or  two  in  a  few  different  ma 
kets,  and  we  do  that  in  a  very  effe 
tive  way,"  he  says.  "Ultimately  the  ji 
is  a  time  machine  and  what  you' 
paying  for  is  that  level  of  enhance 
efficiency  and  flexibility.  The  servi< 
is  amazing,"  he  adds.  "I  am  ve: 
impressed."  Jd 


REGAL  TOUCH  FOR  NEWES 
JET  CARD  PROGRAM 

When  Regal  Aviation  took  off 
Dallas's  Love  Field  in  1998,  Dav 
MacDonald,  as  founder,  realized  th1 
this  small  upstart  would  be  buttir 
heads  with  the  top  aircraft  manageme 
and  charter  companies  in  the  busine; 
To  compete,  MacDonald  knew  he  hi 
to  assemble  the  best  aviation  talem 


Ah,  the  pleasures  of  an  exceptional  jet  membership  program.  With  our 
white-glove  service,  Jet  Concierge  fulfills  your  every  trave^  need.  Becaus^ 


CJj(Hir  jjeroOlidl  ^(-ifjdt  Ven  ice,  www.jetconcierge.' 
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and  deliver  unsurpassed  service  com- 
bined with  uncompromised  safety. 

MacDonald  delivered  on  that 
promise  and  then  some.  Today,  Regal 
is  thriving.  The  company  quickly 
acquired  a  reputation  for  quality  and 
safety.  As  a  result,  the  two  leading 
independent  safety-auditing  firms, 
ARG/US  and  Wyvern  Consulting  Ltd., 
awarded  Regal  their  top  accolades, 
placing  the  company  in  an  exclusive 
group  of  the  nation's  most  prestigious 
charter  and  management  companies. 

But  while  Regal,  which  offers  a 
complete  range  of  aviation  services, 
was  blossoming,  MacDonald  saw 
another  niche  opportunity.  Once 
again  taking  on  the  industry  giants, 
Regal  created  the  Jet  Concierge  jet 
card  program,  which  instantly 
launched  this  regional  operator  into  a 
nationwide  arena.  "The  Jet  Concierge 
program  was  designed  to  specialize  in 
elite  transportation,"  remarked  Mac- 
Donald, "and  we  wanted  the  high-end 
consumer  to  have  all  the  benefits  of 
fractional  ownership  without  the 
acquisition  costs." 

QUALITY,  SAFETY  AND  SERVICE 

Although  most  of  Regal's  fleet  is 
Dallas-based,  Jet  Concierge  can  pro- 
vide quality  service  anywhere  in  the 
nation,  "and  we  guarantee  you  will 
only  fly  on  aircraft  provided  by 
ARG/US  Platinum,  Gold  or  Wyvern 
Wingman-approved  operators,"  Mac- 
Donald says.  Currently,  only  15  of  the 
nation's  top  charter  companies  meet 
Regal's  demanding  requirements.  "We 
personally  hand-picked  them,  checked 
out  their  airplanes,  their  pilots,  their 
safety  procedures  and  selected  only 
the  best  for  our  Jet  Concierge  cus- 
tomers," he  says. 

The  Jet  Concierge  card  operates 
like  a  debit  card  and  comes  in  three 
different  prepaid  values.  Those 
making  a  larger  dollar  commitment 
receive  more  favorable  hourly  rates.  A 
try-before-you-buy  opportunity  is  also 
available  at  attractive  introductory 
pricing,  and  the  unused  card  balance 
is  fully  refundable  if  plans  change. 


While  the  Jet  Concierge  program 
incorporates  traditional  jet  card 
know-before-you-go,  fixed  one-way 
pricing,  MacDonald  added  some 
unique  enhancements,  including  an 
economical  round-trip  plan,  as  well  as 
door-to-door  sedan  service  on  depar- 


2002,  Mills  learned  firsthand  ho 
you  can  literally  do  the  impossib 
with  a  business  jet. 

How  else  could  you  take  off  in  tl 
morning,  prepare  en  route,  land,  he 
in  a  car,  head  for  a  presentation,  tui 
around,  head  back  to  the  airpor 


ture  and  arrival,  plus  catering  at  no 
extra  charge. 

Aircraft  are  available  in  three  dif- 
ferent categories  —  large,  midsized 
and  light  jets.  "You're  buying  time, 
and  you  can  utilize  that  in  any  aircraft 
that  fits  your  needs,"  MacDonald 
says.  "And  you're  dealing  with  a  per- 
sonal representative  who  understands 
your  requirements  and  can  provide 
customized  service  24  hours  per  day." 

It  is  clear  that  MacDonald  is 
providing  added  value  in  a  highly 
competitive  market.  In  its  first  year 
of  operation,  Jet  Concierge  is  already 
a  success  story  and  standing  tall 
among  giants. 


FLIGHT  LOG 


JOHN  MILLS,  RETIRED  COO 

It  was  during  a  road  show  —  those 
grueling,  intensely  orchestrated  four- 
city-per-day,  weeklong  marathons  to 
launch  an  IPO  —  that  John  Mills 
realized  the  value  of  a  business  air- 
craft. Mills  is  the  former  president 
and  chief  operating  officer  of  Aero- 
postale,  Inc.,  a  fast-growing,  mall- 
based  casual  apparel  retailer,  and 
when  Aeropostale  went  public  in 


board  the  waiting  plane,  catch  yoi 
breath,  review,  cover  500  miles,  lar 
and  start  all  over  again?  "The  adva 
tagc  certainly  became  clear,"  sa' 
Mills.  "It  just  couldn't  have  been  doi 
flying  commercially." 

Dallas-based  Regal  Aviation,  tl 
charter  and  aircraft  management  cor 
pany  that  now  provides  Jet  Concierj 
personal  flight  service  nationwid 
handled  the  IPO  travel.  The  experien 
turned  Mills  into  a  believer. 

Aeropostale  then  hit  the  fai 
track,  expanding  at  a  rate  of  80 
100  stores  per  year.  After  the  IP' 
experience,  Mills  was  convinced  th 
a  business  jet  could  play  an  essenti 
role  in  Aeropostale's  growth.  "Tl 
most  important  thing  to  Aeroposta 
was  its  culture,  and  when  you  a 
expanding  as  rapidly  as  we  were,  il 
very  difficult  to  maintain  that  cu 
tural  connection.  Being  able  to  g 
out  there  face-to-face  and  intera 
with  the  people  running  your  bus 
ness  was  crucial."  Regal's  jet  servii 
made  that  possible. 

"We  evaluated  the  use  of  the  bus 
ness  aircraft  in  terms  of  how  man 
cities,  how  many  stores,  how  mar 
people  we  had  to  see  and  how  pn 
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ductive  we  could  be  in  a  very  con- 
densed period  of  time,"  said  Mills. 
"It's  all  about  productivity." 

STRESS  RELIEVER 

When  Mills  retired  last  year,  he 
decided  that  the  same  time  savings 
and  productivity  benefits  would  be 
advantageous  to  his  personal  life. 
Since  his  travel  needs  were  now  per- 
sonal, he  did  a  careful  cost  analysis 
and  settled  on  Regal's  Jet  Concierge 
program.  Although  he  was  familiar 
with  Regal  aircraft  and  crews,  the 
Jet  Concierge  program  was  national, 
and  the  chances  were  good  that 
the  jet  showing  up  could  actually  be 
one  operated  by  a  partner  firm.  "I 
felt  confident  that  their  selection 
standards  were  the  most  demanding, 
and  that  safety  was  always  the 
number  one  priority,"  he  said.  In 
addition,  Jet  Concierge  personal  ser- 
vice makes  a  big  difference.  "Every- 
thing down  to  the  last  detail  is  cov- 
ered," he  said.  "You  land,  the  car  is 
there  and  you  go." 

Today  Mills  enjoys  the  peace 
of  mind  private  jet  travel  provides. 
"You  avoid  the  stress,  anxiety  and 
aggravation  associated  with  air 
travel  today,"  he  says.  "You  arrive 
refreshed  and  alert,  and  you  absolutely 
feel  the  difference.  That  really  does 
have  value."  -Af* 


ADDING  FLEXIBILITY  TO 
FRACTIONAL  OWNERSHIP 

Although  the  original  fractional 
ownership  model  was  a  good  one,  it 
needs  constant  tweaking  and  flexi- 
bility to  adapt  to  a  changing  market. 
And  who  better  to  put  the  flex  in  but 
Bombardier  Flexjet?  Although  Flex- 
jet  offers  fractional  shares  exclusively 
in  Bombardier  aircraft,  including  the 
large  cabin  Challenger  300  and  604, 
the  midsized  Learjet  60  and  the 
smaller  Learjet  40XR  and  45XR, 
Michael  McQuay,  president  of  Bom- 
bardier Aircraft  Services  wants  it  to 
be  known  for  a  great  deal  more.  He 
emphasizes  that  fractional  ownership 


is. only  one  option  among  a  continuum 
of  business  jet  solutions  that  he 
can  suggest,  including  charter  and 
charter-based  jet  card  programs 
(through. sister  company  Bombardier 
Skyjet);  the  Flexjet  Membership 
Card,  which  provides  25-hour  blocks 
of  time  on  the  Flexjet  fleet;  and 
whole  aircraft  ownership  (through 
parent  company  Bombardier  Aero- 
space). "Every  customer  has  unique 
and  evolving  needs,"  says  McQuay, 
"and  our  goal  is  to  offer  whatever 
makes  the  most  sense  so  we  can  ful- 
fill those  needs  today  and  continue 
doing  so  tomorrow." 

A  VARIETY  OF  NEW  BENEFITS 

Flexjet  continues  to  bring  new  and 
flexible  innovations  to  the  original 
fractional  ownership  blueprint.  For 
instance,  the  "Versatility  Plus"  pro- 
gram allows  owners  to  adjust  their 
hour  requirements  through  a  Flexjet 
owner  exchange  pool.  "It's  a  cost- 
effective  way  to  sell  unused  time  or 
access  additional  hours  on  the  same 
model  or  one  different  than  your 
own,"  points  out  Robert  Knebel,  vice 
president,  sales. 


charges   to   the   Caribbean  ai 
Bermuda  for  all  aircraft  and  elinl 
nated  ferry  fees  to  Europe  ai 
Hawaii  for  all  Challenger  modell 

In  addition  to  the  fraction 
ownership  program,  the  aircrJ 
themselves    are    gaining  maj 
enhancements.  "We  reconfigur 
our  long-range  Challenger  6' 
with  expanded  seating  for  12  in 
new  configuration  with  new  cahl 
amenities  such  as  high-speed  Int<| 
net,  DirecTV  and  satellite  capab| 
ity  providing  global  voice  and  da 
communications,"  says  Knebel. 

Flexjet  also  breaks  new  grou 
with  a  totally  unique  "sixtel 
sixteenths    share    plan,"  whi 
combines  the  benefits  of  outrigl 
ownership  with  the  advantag| 
of  fractional  ownership  in  a  coi 
prehensive  aircraft  managemej 
program.  "It's  a  hybrid  fraction 
product  where  the  owner  buys 
the  available  shares  in  a  Challengl 
604  and  we  then  manage  it  f 
them,"  explains  McQuay.  What 
unique  from  a  whole  ownersh 
perspective  is  that  any  unneed| 
hours  can  be  placed  in  the  pool 


"Anytime  Options"  enhances 
flexibility  by  allowing  owners  to 
purchase  program  benefits  over  and 
above  those  in  their  contract,  such 
as  guaranteed  use  of  two  or  more 
aircraft  on  the  same  day  or  guaran- 
teed upgrades  or  downgrades. 

Flexjet  also  dropped  ferry  fee 


generate  revenue,  and  the  ownl 
can  call  for  the  plane  at  anytirl 
from  anywhere.  Upgrades  or  dowf 
grades  are  also  available  in  a  | 
Flexjet  aircraft,  and  the  owner  c 
use  multiple  Flexjet  aircraft  simil 
taneously.  That's  magic  that  evi 
David  Copperfield  can't  top. 


Flexjet  and  the  Challenger  604 
We  Offer  You  The  World 
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HERMAN  MILLER,  INC. 

As  one  of  the  nation's  premier 
manufacturers  of  furniture  for  busi- 
ness and  industry,  Herman  Miller, 
based  in  Zeeland,  Michigan,  is  known 
for  creating  great  places  to  work 
through  its  aesthetic,  functional  and 
innovative  designs.  And  there's  no 
better  place  to  explain  how  their 
products  enhance  the  workplace  than 
at  company  headquarters  where  cus- 
tomers can  meet  executives,  actively 
experience  the  full  range  of  products 
and  discuss  needs,  points  out  Bob 
Hicftje,  Herman  Miller's  director  of 
customer  experience. 

These  meetings  are  fundamental 
drivers  for  sales,  Hieftje  says,  "and  the 
more  visits  we  have,  the  more  suc- 
cessful we  are."  But,  located  in  a  com- 


mercially less-than-accessible  part  of 
Michigan,  Herman  Miller  had  a  sig- 
nificant problem:  bringing  customers 
in  by  airline  via  Grand  Rapids, 
Detroit  and  other  awkward  routings 
was  protracted  and  trying.  A  one-day 
visit  became  a  three-day  commercial 
travel  marathon. 

The  company  turned  to  Bombardier 
Flexjet  to  gain  an  enormous  competi- 
tive advantage  by  conveniently  delivering 
clients  literally  to  the  front  door  —  the 
local  airfield  is  but  minutes  away.  If 
travel  time  can  be  reduced  by  a  day 
or  more,  says  Hieftje,  the  top  decision 
makers  are  more  likely  to  visit,  and 


that's  where  a  business  aircraft  really 
makes  a  substantial  difference. 

JET  POWER  BOOSTS  SALES 

The  key  to  Herman  Miller's  logis- 
tics dilemma  is  two  quarter  shares  in 
Bombardier  Flexjet  Learjet  45s,  used 
almost  exclusively  for  customer  visits. 
Each  quarter  share  gives  the  company 
200  flight  hours  per  year  and  the 
option  to  use  two  aircraft  simultane- 
ously, providing  greater  flexibility  and 
cost  savings  than  operating  one's  own 
aircraft.  "In  fact,  we  frequently  have 
four  airplanes  in  the  air  at  once,"  says 
Hieftje.  "Multiple  aircraft  when  we 
need  them  is  one  of  the  biggest  advan- 
tages for  us  because  we  can  react  very 
quickly  to  customers'  varied  schedules. 
We  want  to  make  their  trip  as  conve- 
nient as  possible  and  make  the 
absolute  best  use  of  their  time,"  he 


mentions.  "Time  spent  with  the  cus- 
tomer is  absolutely  precious." 

Hieftje  estimates  about  350  top- 
level  client  and  prospect  groups  visit 
the  Herman  Miller  headquarters 
annually,  and  about  one-third  arrive 
on  the  company  jets.  Each  visit  is 
carefully  orchestrated,  Hieftje  points 
out.  Their  first  impression  of  the 
company,  however,  is  not  when  they 
arrive  but  when  they  board  the  plane, 
so  Herman  Miller  entrusts  Flexjet  ser- 
vice, consistency  and  quality  to  set 
the  tone.  "When  they  arrive,  they  feel 
like  they've  received  special  treat- 
ment," Hieftje  says.  "That's  huge. 


We're  looking  for  a  'wow'  cxperier 
for  our  customers.  That  is  part  of  d 
brand  identity,"  he  says  "and  Hexjc 
role  is  a  critical  piece  for  us."  <4 


VERY  LIGHT  JETS  SPELL 
BIG  OPPORTUNITY 

Call  them  "evolutionary"  or  "rev 
lutionary,"  but  there's  no  arguing  tl 
the  emergence  of  the  very  light 
( VEJ)  is  ushering  in  a  new  era  of  tra 
opportunity.  And  while  many  ha 
imagined  this  new  breed  of  small,  s 
seat  jet  aircraft,  the  act  of  actua 
bringing  them  from  concept  to  cc 
sumer  is  attributed  to  forrr 
Microsoft  executive,  Vern  Raybui 
president  and  chief  executive  officer 
Eclipse  Aviation.  "It  became  clear 
me  that  the  day  of  the  one-day  bu 
ness  trip,  the  day  of  easy  transpori 
tion  in  the  United  States,  was  gon< 
he  said;  "and  so  much  of  business 
still,  and  I  believe  will  always  be,  has 
on  personal  interaction.  That  is  m< 
important  today  than  ever." 

Rayburn  has  made  an  enormo 
investment  in  his  belief  that  no\ 
the  time  for  a  safe,  efficient  a 
affordable  mode  of  personal 
transportation.  That  belief  has  led 
the  creation  of  the  Eclipse  500  j 
With  its  breakthrough  technolo 
design  features,  a  price  tag  unc 
$1.5  million  and  cruise  speeds  of  3 
knots  at  41,000  feet,  the  twin-engi 
Eclipse  500  will  carry  a  pilot  and  f 
passengers  up  to  1,450  statute  mil 
Businesspeople  everywhere:  meet  t 
one-day  business  trip. 

Rayburn  definitely  broke  the  co 
ventional  mold  for  aircraft  desig 
fabrication,  affordability,  durabili 
maintainability,  reliability,  pile 
ability,  training  and  customer  servi 
and  transported  them  into  a  new  ei 
Not  only  does  his  new  jet  have  bro. 
appeal  across  significantly  differe 
market  segments,  it  generates  whe 
new  markets  that  never  before  existe 
including  a  promising  on-demam 
per-seat,  not  per-airplane,  air  taxi  id! 
that's  creating  quite  a  buzz. 
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VHEN  HE  BUILDS  IT,  THEY  WILL  COME 

While  the  advantages  of  a  business 
ircraft  are  apparent  to  many,  Eclipse 
liminates  the  entry  barrier.  Now 
mall-business  owners,  entrepreneurs 
nd  individuals,  who  before  this  could 
inly  dream,  can  afford  the  benefits. 

Large  corporations  also  find 
xlipse  appealing  to  supplement  their 
xisting  business  jet  fleets  and  bring 
he  comfort,  convenience,  safety  and 
imesaving  value  of  a  business  jet  to 
ot  just  managers  but  sales  teams, 
esearchers,  technicians  and  engineers. 
ILayburn  envisions  a  massive  expan- 
sion of  that  business  market.  "Today 
tnore  and  more  business  trips  of  400 
niles  are  being  driven,  not  flown.  So 
/e  see  a  lot  of  our  potential  cus- 
Dmers  coming  off  the  highways,  not 
ut  of  the  airliners,"  he  says. 

Forecast  International's  senior  aero- 
space analyst  Ray  Jaworowski  pre- 
icts  nearly  4,000  VLJs  will  enter  the 


marketplace  over  the  next  10  years. 

The  amazing  market  acceptance 
and  interest  shown  in  the  Eclipse  500 
by  individuals  and  companies  has  not 
gone  unnoticed  by  others.  Industry 
giants  Cessna,  with  the  Mustang,  and 
Embraer,  which  recently  announced  a 
family  of  small  jets,  as  well  as 
"upstarts,"  including  Adam  Aircraft 
and  Diamond  Aircraft,  have  their  own 
VLJs  in  development.  Even  auto  giant 
Honda  has  a  VLJ  flying,  although 
it  has  yet  to  commit  on  whether  or 
not  it  will  ever  see  production.  But 
Rayburn  welcomes  all  this  competi- 
tion, real  or  implied,  because  it 
validates  his  assessment  of  the  pent- 
up  demand. 

The  Brazilian  company  Embraer, 
well-known  for  its  regional  airliners 
and  the  Legacy  corporate  jet,  recently 
announced  not  only  a  very  light  jet,  but 
another  in  the  light  jet  category.  The 
Embraer  VLJ,  specifically  designed  for 


high  utilization,  is  projected  to  be  the 
largest  of  those  currently  in  develop- 
ment, reports  Luis  Carlos  Affonso, 
Embraer's  senior  vice  president  of  the 
Corporate  Aviation  Market. 

YELLOW  CAB  WITH  WINGS 

Despite  the  competitive  environ- 
ment, Embraer  is  forecasting  unqual- 
ified success  in  traditional  as  well  as 
new  markets.  Affonso  believes  frac- 
tional ownership  and  the  so-far  unde- 
veloped air  taxi  services  will  generate 
a  strong  demand  for  the  latest 
Embraer  product  line.  While  the  low 
acquisition  and  operating  costs  of  the 
VLJs  are  key  to  making  the  fractional 
business  work,  they  are  also  crucial  to 
making  the  air  taxi  industry  a  reality. 
"There  is  considerable  demand  in  the 
market  [for  an  air  taxi  service] 
because  there  are  so  many  airports  in 
small  communities  in  the  U.S.  that  are 
no  longer  served  by  regular  airline 
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flights,"  says  Affonso.  "If  you  can  sell 
an  individual  seat  [on  a  chartered  jet], 
this  reduces  the  price  of  the  trip  to 
unprecedented  levels,"  he  says. 

Dayjet  and  Pogo  Jet  are  two  com- 
panies that  agree.  Both  announced 
plans  to  offer  just  such  a  per-seat,  on- 
demand  service.  "We  will  be  comple- 
mentary [to  the  scheduled  airlines]  by 
offering  point-to-point  connections 
between  places  that  don't  have  any 
direct  commercial  service,"  explained 
Dayjet's  president  and  chief  executive 
officer,  Ed  Iacobucci.  "We  go  where 
you  want,  when  you  want,"  he  said, 
"and  you  pay  only  for  the  seat  you 
require,  not  the  whole  plane." 
Iacobucci  knew  that  it  would  take  a 
brand-new  aircraft  design  to  make  his 
per-seat,  on-demand  air  taxi  model 
work.  Dayjet  currently  has  over  300 
Eclipse  500s  on  order. 

FLIGHT  LOG 

SYNTHES 

HansjOrg  Wyss  does  business  the 
old-fashioned  way  —  face-to-face.  Wyss 
is  chairman  and  chief  executive  officer 
of  West  Chester,  Pennsylvania-head- 
quartered Synthes,  an  innovative  pioneer 
in  biomaterials  and  one  of  the  world's 
leading  medical  device  companies. 
Although  his  company  is  technology 
focused,  Wyss  shuns  high-tech  commu- 
nications. Instead,  he  prefers  to  use  his 
Dassault  Falcon  900  EX,  as  well  as  two 
Cessna  Citations  to  meet  personally  with 


customers  and  employees  throughout 
the  U.S.  and  Europe. 

While  the  small-cabin  Citations  are 
useful  on  frequent  short,  two-hour 
trips,  the  long-legged  Falcon  comes 
into  its  own  on  international  flights  or 
longer-range  domestic  trips,  particu- 
larly when  six  or  more  are  traveling. 
"We  have  no  rules  that  only  certain 
people  can  use  the  airplanes,"  says 
Wyss.  "We  fill  the  seats  with  whoever 
needs  to  go,  including  engineers,  prod- 
uct manager  or  division  presidents,"  he 
says.  "This  really  makes  it  justifiable." 

Wyss  departs  from  local  Chester 
County  airport,  just  outside  Philadel- 
phia, and  heads  to  small  airfields  up  and 
down  the  East  Coast.  Although  trips  to 
the  major  university  teaching  hospitals 
frequently  take  him  and  company 
people  to  large  metropolitan  areas,  he 
rarely  uses  the  major  airline  hubs  and 
chooses  nearby  reliever  airports  instead. 

In  the  West,  he  shuttles  between 
Tucson,  Arizona;  Moab  or  Hanksville, 
Utah;  or  Paso  Robles,  California. 
"These  places  are  very  hard  to  get  to 
and  take  huge  amounts  of  time  by  air- 
line and  road,"  he  says;  but  in  his  jet 
he  flies  direct  and  lands  minutes  away. 
"I  could  not  do  my  work  without 
these  airplanes,"  he  says. 

UNPARALLELED  SPEED  AND  CONVENIENCE 

While  Wyss  acknowledges  that  it's 
hard  to  justify  a  business  jet  on  the 
basis  of  airfare  comparisons,  he  is 
acutely  aware  that  time  savings  and 


convenience  are  key  factors  in  t 
value  equation.  "We  use  the  jets 
travel  to  places  that  are  inconvenie 
to  go  to,  so  they  save  staying  overnig 
and  often  a  full  day  of  work.  Peof 
are  less  tired.  They  can  go  in  the  mor 
ing  and  come  back  in  the  evening  ai 
they  can  be  in  the  office  the  next  mor 
ing,"  he  says.  "It  makes  a  lot  of  sense 

The  Falcon  heads  to  company  fac 
ities  in  Basel,  Switzerland  or  elsewhc 
in  Europe  seven  to  eight  times  p 
year.  "We  will  have  a  lot  of  people  < 
board  most  of  the  time,"  he  says.  T 
long  over-ocean  flights  provide  quali 
time  for  Wyss  to  consider  importa 
business  decisions  with  his  staff. 

While  the  time  savings  and  conv 
nience  factors  are  paramount,  Wy 
points  out  that  the  economics  of  opt 
ating  the  long-body  Falcon  on  tri 
like  these  is  hard  to  beat.  "We  a 
meet  and  discuss  important  issues  ai 
the  cost  is  about  the  same  as  airlii 
business  class  when  you  have  eight 
ten  people  aboard,"  he  says.  "And  yc 
don't  experience  jet  lag  in  the  san 
way  as  you  do  flying  commercially. 

Wyss  likes  the  Falcon's  spacio 
cabin  as  much  as  the  operating  ec 
nomics,  short-field  performanc 
advanced  flight  deck  and  peace 
mind  that  three  engines  provide  on  tl 
long  overseas  flights.  "From  our  5,20 
foot  strip  in  Chester,  we  can  take  ti 
people  and  full  fuel  and  fly  direct 
Europe.  It's  fabulous,"  he  says.  4( 


NEW  OPTIONS  FOR 
EVOLVING  TRAVEL  NEED! 

By  adapting  its  fractional  owne 
ship  model  to  changing  market  co 
ditions  and  customer  needs,  Flig 
Options,  owned  by  Raytheon,  mai 
tains  a  steady  growth  course  whi 
continuing  to  develop  new  and  pra 
tical  options. 

To  make  the  aircraft  selectic 
process  easier  for  prospective  owner 
Flight  Options'  chief  operating  offic 
and  acting  chief  executive  office 
Michael  Scheeringa,  simplified  tr 
choices.  Flight  Options  now  offe 
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only  one  aircraft  in  each  of  four  main 
categories,  including  the  Raytheon 
Hawker  400XP  light  jet,  the  Hawker 
800XP  midsized,  the  Cessna  Citation 
X  super-midsized  and  the  Embraer 
Legacy  large-cabin  jet. 

The  Legacy,  introduced  to  the  frac- 
tional ownership  fleet  last  year,  is  an 
industry  exclusive  for  Flight  Options. 
According  to  Scheeringa,  it  has  been  a 
big  hit.  "We  needed  a  large-cabin  air- 
plane that  offered  the  highest  reliabil- 
ity, maintainability  and  efficiency  for 
the  type  of  flying  we  do,"  Scheeringa 
said,  underscoring  the  benefit  of  the 
Legacy's  regional  airliner  heritage. 
This  Brazilian-made  beauty,  designed 
to  seat  13  passengers  in  three  distinct 
sections,  has  a  cabin  that  rivals  the 
largest  long-range  jets.  Yet,  despite  its 
massive  cabin,  huge  baggage  capacity 
and  coast-to-coast  range,  the  Legacy's 
acquisition  and  operating  costs  com- 
pare favorably  with  much  smaller 
midsized  aircraft.  Scheeringa  reports 
that  the  new  Legacy  is  seeing  heavy 
use  for  both  short  trips  and  longer 
cross-country  flights  with  large  pas- 
senger loads. 

TWO  JETS  FOR  THE  PRICE  OF  ONE 

Flight  Options'  innovative  75/25 
program  was  recently  extended  to  all 
aircraft  including  the  Legacy.  This 
means  an  owner  can  purchase  a 
75%/25%  combination  of  a  small 
and  midsized  or  a  midsized  and  large- 
cabin  aircraft  with  a  single  share,  yet 
either  aircraft  has  guaranteed  avail- 
ability at  any  time. 

Following  an  industry  trend  to 
extend  the  basic  service  area  further 
offshore,  Flight  Options  also  offers 
an  extended  service  area  option, 
which  includes  Mexico,  Bermuda  and 
the  Caribbean.  This  increases  the 
number  of  places  to  which  owners 
can  fly  without  ferry  fees. 

For  one-sixteenth  share  (50  annual 
occupied  hours)  owners,  there  are 
also  the  Premium  and  Select  options. 
The  Premium  option  is  available  for 
those  who  wish  to  have  peak  travel 
day  access  and  require  a  shorter  call- 


out  time.  The  Premium  plan  also 
includes  a  15%-hour  bonus  for 
booking  trivel  48  hours  in  advance. 

Another  big  winner  for  Flight 
Options  is  JetPASS,  a  25-hour  prepaid 
jet  travel  card  exclusively  using  the 
Flight  Options  fleet.  While  JetPASS  is 
the  answer  for  those  with  only  limited 
travel  needs,  Scheeringa  points  out 
that  it  has  been  a  bonus  for  owners 
who  need  to  add  hours  from  time  to 
time  but  don't  wish  to  increase  their 
share  size  and  long-term  commitment. 
It  is  also  a  good  way  to  introduce 


jet  was  but  a  dream.  Now  his  dream 
reality,  thanks  to  the  Flight  Optio 
fractional  ownership  program. 

Today,  Boone  leaves  home  1  5  mi 
utes  prior  to  takeoff,  boards  his  Flig 
Options  Beechjet  400,  and  he's  ai 
borne  minutes  later.  "You  don't  re; 
ize  how  convenient  it  is  until  y< 
experience  it,"  says  Boone.  "An  ho 
and  twenty  minutes  after  takeo 
we're  landing  in  Sun  Valley." 

Boone's  Harley  dealership  h 
grown  "like  you  wouldn't  believe," 
says,  and  now  he  is  reaping  the  h;: 


prospective  owners  to  business  air- 
craft benefits,  he  says.  The  JetPASS, 
with  access  to  the  full  range  of  Flight 
Options  aircraft,  includes  guaranteed 
availability,  full  refunds  on  the  unused 
portion  and  carries  no  expiration 
date.  Card  members  experience  the 
same  consistency,  quality,  reliability, 
safety  and  great  customer  service  that 
Flight  Options  is  known  for. 


FLIGHT  LOG 


NORTHWEST  HARLEY-DAVIDSON 

Olympia,  Washington  is  at  best  an 
hour  drive  from  the  Seattle/Tacoma 
International  Airport.  Fly  anywhere 
commercially,  which  typically  means 
an  intermediate  stop,  and  it  will  prob- 
ably take  you  an  entire  day.  For  Steve 
Boone,  owner  and  president  of  North- 
west Harley-Davidson,  that  was  exces- 
sive. He  knew  a  business  jet  could 
recoup  lost  time,  but  owning  his  own 


vest.  "You  can  watch  your  financi 
statement  for  the  rest  of  your  life 
you  can  live  life  to  the  fullest,"  he  sa; 

GAIN  PERSONAL  FREEDOM 

Boone  settled  on  Flight  Optio 
after  speaking  with  several  ownei 
"They  couldn't  stop  talking  about  t 
convenience  and  the  service.  They  sa 
it  increases  your  personal  freedo 
like  nothing  ever  before,  and  I'm  ji 
discovering  this  for  myself." 

Flight  Options  has  spoiled  hii 
"The  planes  are  always  on  time  ai 
the  service  and  attention  to  detail 
amazing,"  he  says.  "It  is  so  nice  bei 
able  to  own  a  plane  and  not  have 
do  anything.  You  just  call,  the  pla 
shows  up,  you  go  and  that's  it.  Y< 
know  how  much  it's  going  to  cost,  ai 
there  are  no  surprises  afterward." 

Boone  has  trips  planned  to  remc 
areas  of  Canada,  Montana  and  Cc 
orado.  "We'll  be  able  to  flv  direel 


Experience  the  Embraer  Very  Light  Jet  and  the 
Embraer  Light  Jet  cabins  in  full  scale  at  IMBAA. 

A  bold,  new  future  is  near  for  business  aviation,  with  the  coming  of  very  light  jets  and  the  coming-of-age 
of  light  jets.  But  the  human  dimension  has  been  left  out  of  that  future.  Until  now. 

Enter  Embraer.  As  expected,  Embraer  brings  the  freedom  of  unsurpassed  reliability  to  the  very  light  jet  and 
light  jet.  What  is  unexpected  is  the  comfort.  The  finest  interior  designs,  the  most  accommodating  cabins, 
the  most  agile  flight  decks  and  the  most  thoughtful  details.  Experience  the  unexpected  at  NBAA. 

Things  are  different  now.  Fly  Embraer. 
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from  Olyrnpia,"  he  says.  "I  think  that 
the  freedom  gained  with  a  personal  air- 
craft has  a  value  far  greater  than  any 
material  possession.  It's  just  such  a 
great  feeling,  and  you  can  only  describe 
it  after  you  experience  it,"  he  says.  "I 
know  I  sound  like  I  sell  these  things, 
but  it's  the  best  thing  that  I  could  have 
done  for  myself,  and  it's  the  best  way 
that  I  know  to  really  enjoy  life."  ^* 


FLIGHT  LOG 

MACHINE  PARTS  MANUFACTURER 

With  a  growing  business  and 
manufacturing  facilities  in  Massa- 
chusetts, Wisconsin,  the  Dominican 
Republic,  Puerto  Rico,  Sweden  and 
Germany,  it's  no  wonder  that  this 
South  Carolina-based  machine  parts 
manufacturer  chose  a  business  jet  to 
reach  out  to  his  expanding  market 
and  key  customers.  "We  definitely 
needed  to  be  able  to  take  10  to  12 
people,  depart  from  moderate-length 
runways  and  still  have  nonstop 
capability  to  Europe  or  the 
Caribbean,"  said  the  company's  chief 
executive  officer. 

With  a  cabin  rivaling  those  of  the 
largest  intercontinental  jets,  a 
humongous  baggage  compartment 
and  an  attractive  super-midsized  air- 
craft price  tag,  the  Embraer  Legacy 
offered  the  perfect  combination  of 
features.  "It  is  particularly  well- 
designed  for  business  travel  with 
room  for  13  passengers  who  can 


travel  in  spacious  comfort,"  he  says. 
"The  cabin  can  be  divided  into  three 
separate  areas  so  it's  a  great  working 
environment,  and  we've  incorporated 
high-speed  Internet,  which  is  a 
tremendous  bonus." 

MOBILE  BRANCH  OFFICE  IN  THE  SKY 

With  satellite  telephones,  computer 
power  ports  at  every  seat  and  vir- 
tually any  audiovisual  device  imagin- 
able, live  news,  weather,  sports  and 
market  updates,  DirecTV  plus  com- 
plete high-speed  Web  surfing  and 
downloading  capabilities,  this  South 
Carolina  manufacturer  views  his 
Legacy  as  an  office  in  the  sky. 

The  Legacy  had  additional  benefits. 
Designed  around  the  successful 
Embraer  135  regional  airliner,  the 
Legacy  is  acknowledged  for  its  main- 
tainability and  reliability,  which  make 
it  highly  desirable  for  charter.  In  fact, 
the  new  owner  plans  to  charter  the 
Legacy  for  250  hours  annually  in  addi- 
tion to  his  own  requirements,  and 
Cincinnati-based  Executive  Jet  Man- 
agement (EJM)  will  fully  manage  that 
aspect  of  the  operation. 

EJM's  president,  Al  Pod,  is  delighted. 
Pod  reports  growing  demand  for  larger 
cabin  aircraft  as  larger  groups  travel 
and  embark  on  multicity  day  trips. 
"Companies  are  increasingly  realizing 
that  getting  their  people  out  in  the  field 
and  getting  them  back  quickly  can  have 
a  positive  impact  on  profits,"  says  Pod. 
After  all,  there  is  no  additional  cost  for 
bringing  more  passengers,  and  with 


high  last-minute  airfares  combined  w: 
inconvenient  schedules,  chartering 
aircraft  like  the  Legacy  offers  consid< 
able  value. 

With  the  Legacy's  low  acquisiti< 
and  operating  costs,  spacious  cabin  a 
baggage  compartment  combined  wi 
the  ability  to  depart  from  smaller  a 
ports,  Pod  sees  it  as  a  winner. 

Flight  Options,  which  has  an  exc 
sive  to  offer  fractional  shares  in  t 
Legacy,  reports  the  aircraft  has  been 
high  demand  since  it  became  part 
the  fleet.  Flight  Options'  experience 
date  has  been  nothing  but  positive. 

"The  ability  to  work  and  stay 
constant  contact  while  I'm  in  the  a 
then  meet  personally  with  my  ci 
tomers  and  suppliers  and  do  that 
two  or  three  locations  in  a  day  is 
outstanding  enhancement  to  my  abil 
to  build  my  business,"  says  this  Sou 
Carolina  manufacturer.  "It's  going 
allow  me  to  do  a  whole  lot  more  wi 
the  time  that  I  have." 


ADDING  A  NEW  TWIST  T 
FRACTIONAL  OWNERSHI 

For  many,  the  term  "fraction 
ownership"  is  synonymous  with  bu 
ness  jets.  But  Steven  Santo,  chief  exc 
utive  officer  of  Avantair,  transform 
the  idea  of  business  aircraft  ownersr 
into  an  entirely  new  concept  when 
launched  his  own  uniquely  conceiv 
Avantair  program.  Avantair  exel 
sively  offers  fractional  shares  in  t 
futuristic-looking  Piaggio  PI  80  Avai 
turboprop.  As  the  fastest-growi 
fractional  ownership  firm,  Santo  h 
the  industry  behemoths  taking  not 

Climb  aboard  this  turboprop  wi 
jet  speeds  and  be  convinced.  "Abo 
80%  of  the  people  who  get  on  the  a 
plane  buy  into  the  program,"  he  sa? 
Initially  a  regional  concept,  Avant 
took  a  skyrocket  trajectory,  rapid 
expanded  nationally  and  now  serv 
owners  from  coast  to  coast. 

Santo  believes  that  Avantair's  conti 
ued  success  is  based  on  the  extraon 
nary  value  it  brings  to  a  market  thirsti 
for  fast,  efficient,  cost-effective  air  trav 
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[In  the  light-jet  market,  there  is  nothing 
lat  comes  close,"  says  Santo.  At  450 
uph.  and  altitudes  of  41,000  feet, 
le  Avanti  outperforms  many  entry- 
vel  jets.  Its  exceedingly  quiet,  nine- 
issenger  stand-up  cabin  with  a  fully 
lclosed  lavatory  provides  more  space 
;id  amenities  than  many  midsized  jets, 
id  it  can  land  at  much  smaller  airports, 
adds  a  level  of  convenience,  accessi- 
;lity  and  flexibility  unheard  of  in  the 
jsiness  jet  world,  not  to  mention  a 
"ice  tag  that  beats  anything  in  the  frac- 
tal ownership  market  today. 

{SURPASSED  ECONOMY  AND  CAPABILITY 

Santo  selected  the  Avanti  for  its  econ- 
ny  and  capability.  Although  the  aver- 
se trip  is  only  one  to  two  hours,  with 
\re  aboard  plus  baggage,  the  Avanti  can 
y  1,700  sm.  nonstop  —  the  equivalent 
i  New  York  to  Aspen  —  and  many 
:vners  take  advantage  of  that. 
*  It  requires  more  than  a  great  air- 
■ane  to  be  successful,  however,  and 
nto  focused  on  safety  and  customer 
irvice  as  top  priorities.  He  has 
i  thieved  his  goals  admirably.  Avantair 
Ivners  also  like  the  financial  aspects 
|  the  program,  including  the  low  cost 
j  entry  and  minimized  capital  risk 
hce  the  Avanti  maintains  its  value 
ftter  than  many  jets.  They  also  like 
ti/antair's  unique  billing  program. 
Iwners  receive  one  preset  monthly 
woice  that  averages  their  flight  costs 
iroughout  the  year,  so  regardless  of 
iw  many  hours  one  flies  in  a  month, 
le  bill  is  always  the  same.  It  makes 
l  dgeting  easy  and  predictable. 

Santo  says  that  not  only  is  he 
mng  a  wave  of  new  buyers  entering 
le  program,  he  is  also  finding  that 
listing  owners  are  opting  for 
>;ater  utilization.  "Half  of  our  one- 
Iteenth  share  owners  add  another 
jcteenth  share  within  the  first  six 
onths,  and  small-business  owners 
•Ive  purchased  as  much  as  half  an 

plane,"  Santo  says.  "They  are 
| ing  many  more  trips  than  they 
i  mned."  Recently  there  has  been  an 
pease  in  trips  where  perhaps  three 
lople  will  stop  in  three  cities  and 


return  home  that  night.  "That's  great 
productivity,"  he  says. 

In  the  wake  of  unprecedented 
demand  for  his  unique  program, 
Santo  says,  "I  never  realized  the 
market  was  this  big." 
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VENUS  SWIMWEAR  INC. 

In  the  early  1980s,  college  student 
and  competitive  weight  lifter  Daryle 
Scott  launched  a  clothing  company  in 
his  dorm  room.  Today  Scott's  compa- 
ny has  grown  into  Venus  USA,  one  of 
the  largest  direct  marketers  of 
swimwear  in  the  world,  with  annual 
sales  of  some  $100  million. 

Venus  Swimwear  circulates  more 
than  30  million  catalogs  annually,  and  to 
showcase  the  trendsetting  designs,  Scott 
relies  on  fashion  photos  shot  in  tropical 
beach  settings.  That  means  an  entire 
Venus  team  spends  the  equivalent  of  15 
weeks  on  the  road  each  year  heading  to 


mostly  commercially  inaccessible  loca- 
tions along  the  Florida  coast. 

Key  West,  located  500  miles  from 
Jacksonville,  for  example,  is  eight 
hours  by  car  or  more  than  half  a  day 
by  airline,  including  a  compulsory 
stop  in  Miami,  and  Tampa,  on  the 
Gulf  Coast,  is  a  four-hour  drive. 

As  travel  demands  multiplied  and 
the  company  expanded,  Scott  began 
researching  fractional  ownership  alter- 
natives. For  his  modest  needs  on  trips 
typically  under  500  miles  and  periodic 
flights  to  New  York  and  Chicago,  he 
found  that  jet  programs  were  just  too 
expensive.  Then  he  discovered  Avantair. 
The  fast,  economical  Piaggio  Avanti 
turboprop  offered  just  what  he  was 
looking  for:  cruise  speeds  comparable 
to  light  jets,  a  roomy  cabin  the  size  of  a 
midsize  jet  and  a  price  that  fit  his 
budget.  The  operating  economy  of  a 
turboprop  also  translated  to  much 
lower  per-hour  costs.  In  addition,  the 
Avanti  lands  easily  on  the  4,000-foot 
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runway  at  local  Craig  Airfield,  four 
miles  from  his  office. 

"The  plane  is  such  a  good  work 
environment,  you're  literally  losing  no 
work  time.  It's  a  traveling  office  and 
it's  a  tremendous  time  saver.  It  also 
allows  six  of  us  to  go  to  New  York  or 
Chicago  for  a  meeting  and  be  back  in 
Jacksonville  the  same  day  without  any 
difficulty  and  no  stress.  That's  some- 
thing truly  impossible  on  a  commer- 
cial flight,"  he  says.  "You  waste  no 
time  in  airports  or  hotel  rooms." 

Initially,  Venus  Swimwear  pur- 
chased 87.5  annual  hours  of  flight 
time  in  the  Avantair  program.  "We 
are  using  every  single  hour  of  it," 
Scott  says.  "It  has  saved  us  amazing 
amounts  of  time,  increased  our  abili- 
ty to  have  personal,  face-to-face  rela- 
tionships, and  I  think  that  has  defi- 
nitely helped  the  business.  I've  been 
universally  pleased." 

THE  JET  CARD  THAT 
TAKES  YOU  EVERYWHERE 

Business  jet  travel  is  reaching  new 
heights  with  a  jet  card  that's  been 
around  for  a  long  while.  While  frac- 
tional ownership,  charter  and  the  hot 
new  jet  card  programs  make  business 
aircraft  benefits  available  to  thou- 
sands who  never  dreamed  it  possible, 
American  Express  makes  them  far 
more  accessible. 

"Private  jet  travel  is  becoming 
increasingly  popular,  and  card  mem- 
bers have  told  us  thev  want  the  con- 


venience of  using  the  American 
Express  card,"  says  Kyle  Curtin,  vice 
president,  Travel  Industry  Develop- 
ment, American  Express  Establish- 
ment Service.  Now,  using  the  card 
instead  of  other  forms  of  payment 
makes  it  easier  and  more  convenient 
than  ever  to  take  to  the  air. 

"We  are  committed  to  supporting 
the  needs  of  all  card  members,"  says 
Curtin,  "and  that  includes  specific 
programs  throughout  the  travel 
industry  ranging  from  jet  travel  to 
luxury  resorts  and  destinations." 
While  all  American  Express  cards 
are  usable,  useful  and  welcomed  at  a 
growing  range  of  charter  and  frac- 
tional ownership  providers,  Plat- 
inum® and  Centurion  Card®  card 
members  may  take  special  advantage 
of  the  new  American  Express  Private 
Jet  Services  Program. 

"The  Private  Jet  Services  Program 
really  complements  the  other  bene- 
fits and  services  we  provide  to  our 
members,"  explained  Curtin.  The 
Program  affords  special  value-added 
benefits  when  booking  travel 
through  any  of  six  leading  jet  char- 
ter and  jet  card  partners.  Currently, 
the  select  group  includes  Citation- 
Shares,  Sentient  Jet,  Delta  AirElite, 
Bombardier  Skyjet,  TAG  Aviation 
and  Le  Bas  International.  Curtin 
points  out  that  American  Express 
travel  counselors  are  available 
24-hours  a  day  to  help  card  mem- 
bers select  the  service  that  best  fits 
their  needs. 


The  value  becomes  even  greater 
those  enrolled  in  the  American  Expi 
Membership  Rewards®  program.  P 
chase  a  jet  card  and  you  will  proba 
acquire  enough  rewards  points  fc 
couple  of  free  round-trip,  first-class 
line  tickets  to  Europe.  And  while  ea 
ing  the  points  is  great,  it  gets  ei 
better  when  it  comes  to  using  the 
American  Express  recently  announi 
"Private  Jet  Rewards,"  which  alio 
card  members  to  redeem  poi 
through  an  exclusive  partnership  w 
Bombardier  Flexjet  and  Skyjet. 


FLIGHT  LOG 


CROWN  CORK  &  SEAL  COMPAT 

Open  any  pop  can  and  1 
chances  are  that  the  container  vq 
produced  by  Crown  Holdings  In 
parent  company  of  Crown  Cork 
Seal.  This  century-old  Philadelph 
Pennsylvania-based  company  pi 
duces  one  out  of  every  five  bever£ 
cans  used  in  the  world  and  one  c 
of  every  three  food  cans  used 
North  America.  Last  year,  Croi 
Holdings  capped  more  than  $7.2  ! 
lion  in  sales,  and  in  a  very  import 
way,  business  aircraft  have  played 
essential  role  in  this  success  sto 
Crown  Cork  has  been  operating  a 
craft  for  nearly  four  decades,  a 
today,  the  company's  globe-spanni 
Gulfstream  GV  is  helping  to  susts 
global  growth. 

With  191  plants  in  43  countri 
Crown  is  the  world's  packagi 
leader,  and  its  executives  are  f 
quent  flyers.  "Face-to-face  meetir 
are  essential  to  our  business,  and  t 
airplane  facilitates  that,"  says  Ja 
Kandravi,  flight  department  manag 
"That's  why  top  management,  v 
presidents  and  department  managt 
are  using  our  airplane  more  th 
ever  to  maintain  intense  schedule 
he  says.  It  gets  them  where  they  ne 
to  be,  when  they  need  to  be  the 
says  Kandravi.  "That's  the  rea 
neat  thing  about  this  airplar 
They're  able  to  do  so  much  in 
little  time,  and  we  maximize  t 
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ilue  of  each  trip  by  making  as 

;iany  stops  as  possible." 

With  a  range  in  excess  of  7,400 
n.,  the  Gulfstream,  which  logs  about 
30  hours  annually,  can  reach  virtu- 
ly  any  Crown  location  with  no 
ore  than  a  single  fuel  stop.  While 
/er  half  the  trips  are  international, 

m  long-legged  Gulfstream  is  equally 
iept  at  shorter  flights  and  to  small 
rfields  that  typically  serve  Crown 
cilities  throughout  the  U.S.  The 
ant  in  Batesville,  Mississippi,  situ- 
ed  minutes  from  the  local  airport, 
a  good  example.  The  Gulfstream 
ight  from  Philadelphia  takes  two 
3urs,  but  it  takes  a  day  when  travel- 
g  commercially. 

ERICA'S  HEARTLAND  NOW  OPEN 
)R  BUSINESS 

Much    like    Batesville,  many 
rown  destinations  are  in  small 
Uwns  isolated  from  commercial  air 
i  rvice.  Teams  of  senior  executives, 
:  arketing  and   sales  managers, 
•ofessional  staff  and  others  often 
y  out,  making  five  or  six  stops, 
:  they  may  bring  customers  to 
ant  facilities  and  return  them 
libme  quickly.  Customer  trips  are 
)n  the  increase,  says  Kandravi, 
iderscoring  the  variety  of  ways  to 
:iike  effective  advantage  of  a  busi- 
:  "ss  aircraft  and  enhance  company 
ofitability. 

In  the  spacious  GV  cabin,  there  is 
ienty  of  room  and  separate  areas  to 
:  ork  alone,  relax  or  hold  group  dis- 
:  ssions.  But  Kandravi  also  points 
:  it  that  in  parts  of  the  world  where 
isiness  facilities  are  less  than  suffi- 
bttt  or  telecommunications  less 
a  an  secure,  executives  often  invite 
"jcal  guests  to  a  meeting  and  dinner 
■  the  airplane,  work  long  hours 
jing  global  fax  and  satellite  tele- 
itiones  or  sleep  onboard.  "The  big 
ilvantage  with  our  Gulfstream  is 
(at  it's  an  office  away  from  home, 
id  it  is  as  functional  on  the  ground 
J  it  is  in  the  air,"  he  says. 
Kandravi  points  out  that  the  com- 
ny's  Gulfstream  is  a  vital  resource 


that  allows  Crown's  management  to 
be  hands-on,  nimble,  effective  and 
responsive  on  a  global  basis.  "How 
do  you  put  a  price  on  that?"  he  asks. 
"The  benefits  are  incalculable." 

TOPPLING  THE  BARRIER 
TO  BUSINESS  JET  ACCESS 

When  Cessna  Aircraft,  one  of  the 
world's  most  prolific  business  jet  man- 
ufacturers, teamed  with  TAG  Aviation, 
a  top  global  charter  and  aircraft  man- 
agement company,  to  form  Citation- 
Shares,  they  hit  on  a  formula  that  was 
hard  to  beat.  By  mapping  out  a  frac- 
tional ownership  program  that  takes 
advantage  of  a  range  of  fast,  econom- 
ical Cessna  jets  with  low  acquisition 
and  maintenance  costs,  CitationShares 
brought  the  convenience  and  flexibility 
of  private  jet  travel  to  a  wide  range  of 
small  businesses,  entrepreneurs  and 
individuals  at  a  price  point  much 
lower  than  ever  before.  The  company 


continues  on  that  lower-cost-of-entry 
flight  plan,  and  after  introducing 
the  25-hour,  single-payment  Vector 
JetCard  program  last  year,  it  appears 
there  are  even  more  clear  skies  ahead. 

Fueling  company  growth,  Citation- 
Shares  calls  the  aggressively  priced 
Vector  JetCard  one  of  its  biggest  devel- 
opments. Now  the  JetCard  is  pushing 
the  envelope  of  affordability  even  fur- 
ther with  the  introduction  of  a  20-hour 
version,  and  it  is  drawing  considerable 
attention  from  those  who  have  only 
limited  flight  time  requirements.  The 
Vector  JetCard  also  generates  a  low- 
cost  test-flight  opportunity  for  those 
thinking  of  powering  up  to  Citation- 
Shares'  fractional  ownership  program, 
but  want  to  try  it  before  they  buy. 

AUGMENTING  JET  TRAVEL  AFFORDABILITY 

CitationShares  also  remains  on  the 
leading  edge  with  innovative  ideas  that 
continue  to  add  value  to  its  fractional 
ownership  plan.  Of  note  is  the  "Pre- 
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ferred  Positioning  Program,"  through 
which  owners  can  purchase  —  at 
reduced  cost  without  affecting  their 
program  hours  —  what  would  ordi- 
narily be  empty  positioning  flights  that 
relocate  the  aircraft  for  the  following 
day's  schedule.  Owners  can  receive 
daily  e-mails  listing  available  flights. 

In  addition,  CitationShares  is 
launching  "Caribbean  Express,"  a  new 
program  that  waives  all  ferry  fees  for 
owners  traveling  to  or  from  the 
Caribbean  or  Costa  Rica  on  Saturdays. 

Vector  Value  Plus  is  yet  another 
new  program  that  allows  owners  to 
purchase  incremental  hours  in  an  air- 
craft type  other  than  their  own  at  a 
rate  discounted  from  the  Vector  Jet- 
Card  rate  and  on  a  guaranteed  per- 
trip  basis  without  affecting  program 
hours.  This  program  is  an  enhance- 
ment over  normal  upgrades  or  down- 
grades, which  are  not  guaranteed  and 
require  trading  remaining  hours. 


FLIGHT  LOG 


NORTHERN  STAR  INDUSTRIES 

Hidden  away  260  miles  north  of 
Chicago  in  Michigan's  Upper  Peninsula 
is  Iron  Mountain.  The  location  could 
be  a  major  problem  for  any  company 
executive,  but  not  David  Brule. 

Brule  is  president  and  chief  execu- 
tive officer  of  Iron  Mountain-based 
Northern  Star  Industries,  a  300- 
employee  company  that  supplies  crit- 
ical components  to  the  nation's  largest 
electrical  utilities.  "People  ask  me  how 
I  manage  a  business  that's  as  large  as 
it  is  in  a  location  like  this  and  with  no 
customers  within  300  miles,"  he  says. 
"You  have  to  go  where  the  business 
is,  and  a  business  jet  aircraft  makes  it 
that  much  easier,"  says  Brule.  "The  jet 
gives  us  access  —  very  fast  access  — 
to  our  customers." 

Five  years  ago,  Brule  purchased 
100  hours  of  annual  flight  time  in  a 
CitationShares  Cessna  Citation  Bravo, 
and  it's  made  a  world  of  difference. 
Typically  traveling  to  major  cities, 
Brule  comments,  "I  don't  necessarily 
go  to  out-of-the-way  places.  I'm  in  an 


out-of-the-way  place,  and  getting  to 
any  of  these  cities  is  a  real  pain.  We've 
often  looked  at  the  airline  schedules 
and  said,  'This  would  be  quicker  to 
drive.'  That's  when  the  jet  works  out 
very  well." 

ESSENTIAL  BUSINESS  TOOL 

Brule  is  pleased.  "Our  experience  with 
CitationShares  has  been  nothing  short 
of  phenomenal,"  he  says.  Recently, 
Brule  upped  his  interest  to  150  annual 
hours,  and  it's  still  not  enough.  "When 
you're  expanding,  you're  always  short- 
handed,  and  to  have  key  people  away 
from  the  office  for  unnecessary  periods 
because  of  travel  is  detrimental  to 
growth,"  he  says.  "What  we  now  do  in 
a  day  with  the  business  jet  would  take 
three  days  flying  commercially,"  says 
Brule,  "and  with  the  jet,  we  have  the 
flexibility  to  take  more  people  if  nec- 
essary." There  is  also  an  intangible 
value.  "When  you  live  in  a  remote  area 
and  you  ask  people  to  travel  on  your 
behalf,  it's  nice  to  not  have  to  beat 
them  up  traveling." 


airports.  That's  wasted  time  that  \ 
cannot  afford  to  waste." 


SKIES  UNLIMITED 

Like  the  top  charter  providers  th 
he  works  with,  Bombardier  Sky 
managing  director  Alexandre  Monn 
is  reporting  a  considerable  uptick 
business.  Monnier,  however,  attribui 
the  strong  interest  not  just  to  his  coi 
pany's  reputation  for  quality  pay-; 
you-go  on-demand  charter,  but  also 
the  unique  features,  flexibility  ai 
choice  built  into  Skyjet's  charter-bas 
jet  card  programs.  "I  think  the  marl- 
is  changing  quite  fast.  People  are  n 
realizing  that  private  jet  travel  is  act 
ally  a  lot  more  affordable  and  acc« 
sible  than  they  once  thought  it  wai 
says  Monnier,  "and  the  Skyjet  Ca 
makes  it  as  simple  as  it  gets." 

With  Skyjet,  you  choose  the  aircr; 
category  —  light,  super-light,  midsi: 
large  or  ultra-long  range  —  your 
arrives  and  only  the  hours  you  a 
aboard  are  deducted  from  the  ca 


Although  jet  service  is  far  from 
inexpensive,  Brule  considers  it  essen- 
tial to  doing  business.  "We  need  to  be 
out  on  the  road  as  much  as  possible, 
and  I  can't  afford  to  allow  business  to 
go  unserviced  because  we  can't  get 
there,"  he  says.  "Being  out  there  with 
the  customer  is  key  to  our  success," 
says  Brule.  "That's  where  we  are  most 
effective,  and  that's  where  we  make 
the  money  —  not  spending  time  in 


account.  Jet  card  memberships  a 
available  in  25-,  50-  or  100-hour  bloc 
based  on  a  fixed  hourly  rate  in  the  a 
craft  size  category  that  you  select.  Mc 
nier  points  out  that  Card  members  c 
also  upgrade  and  downgrade  to  otr 
aircraft  when  desired.  An  added  bon 
is  that  Skyjet  Card  members  can  ea 
credit  toward  Bombardier  fractior 
ownership,  whole  aircraft  ownersh 
aircraft  maintenance  and  pilot  trainic 
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T  CARD  OPTIONS  —  FRACTIONAL 
tWNERSHIP  BENEFITS 

While  many  jet  card  programs 
"e  based  solely  on  one-way  rates, 
<yjet  also  offers  a  combo  50/50 
rogram,  where  hours  flown  are 
)lit  equally  between  round-trip 
id  one-way  flights.  "Since  charter 

more  efficient  when  you  bring  the 
ircraft  back  to  the  starting  point," 
lys  Monnier,  "we  are  able  to 
•duce  the  cost  of  those  round- 
ips."  The  25-hour  50/50  program 
>sts  about  20%  less  than  the  stan- 
■ird  one-way  card. 
!  Skyjet  customers  also  have  a 
koice  of  the  generic  Skyjet  Card, 
I  they  can  choose  a  Learjet  or 
jhallenger  Card,  which  brings  the 
kyjet  experience  a  step  closer  to 
•actional  ownership,  Monnier 
:plains.  So,  in  addition  to  guaran- 
feing  price  and  availability,  Skyjet 
In  also  guarantee  that  a  specific 
ircraft  type  will  show  up  at  the 
jrport,  not  just  one  in  a  similar 
(tegory. 

,  To  provide  quality,  consistency 
d  service  to  card  members,  Mon- 
er  emphasizes  how  selective  the 
mpany  is  in  choosing  charter 
oviders.  "There  are  hundreds  of 
arter  companies  in  the  U.S.,  but 
ily  80  meet  our  rigid  standards, 
id  of  those,  we  choose  to  work 
th  only  about  20,"  he  says.  In 
dition  to  ARG/US  and  Wyvern 
fety  audits,  Skyjet  has  its  own 
fety  standards  and  crew  experi- 
ce  requirements,  "and  we  con- 
ct  on-site  audits  ourselves  to 
sure  the  highest  levels  of  safety." 
In  a  unique  move,  Skyjet 
panded    its    service    area  to 

:irope,  Hawaii,  the  Caribbean  and 
rmuda,  so  now  Skyjet  Card 
ambers  can  fly  as  easily  to  Paris 
they  can  to  Portland  and  at  stan- 

j  rd  card  rates  with  no  ferry  fees, 
ice  abroad,  card  members  can 

ike  advantage  of  Skyjet  Interna- 
•nal,  and  receive  the  same  quality 

ii "vice  throughout  Europe  and  the 
iddle    East.    Card    hours  are 


deducted  at  a  fixed  international 
interchange  ratio. 

FLIGHT  LOG 

DAVIDSON  DEVELOPMENT  INC. 

It  was  a  cool  evening  in  the  Kala- 
hari Desert  in  central  Botswana  as  Jim 
Davidson  sat  around  the  campfire. 
While  others  were  discussing  the  lion 
and  leopard  hunt,  Davidson,  the  ulti- 
mate dealmaker,  was  talking  business 
and  discussing  private  jets. 

Davidson  doesn't  own  a  jet,  yet  he 
has  all  of  the  value  and  benefit.  After 
an  introduction  to  Bombardier  Skyjet, 
he  opted  for  a  25-hour  Learjet  Card, 
giving  him  exclusive  use  of  a  midsize 
Bombardier  Learjet  60.  "It's  been  ter- 
rific," he  says.  When  he  needs  it,  his 
jet  is  no  more  than  eight  minutes 
away  at  the  local  St.  Augustine,  Florida 
airport.  "To  be  honest,  we  couldn't  be 
more  pleased,"  he  says. 

Davidson's  real  estate  development 


company  plans,  develops,  constructs 
and  markets  long-term,  large-scale, 
mixed-use  real  estate  projects.  "Deals 
come  and  go,"  says  Davidson,  "and 
when  there's  a  deal  to  be  made,  you've 
got  to  be  there  to  make  it.  It's  all  about 
timing,"  he  says.  So  having  the  jet  is 
not  just  convenience.  It's  a  necessity." 

Davidson  frequently  flies  to  Texas, 
Nevada  and  South  Dakota,  sometimes 
with  as  many  as  six  aboard.  He 
wanted  nonstop  capability,  which  is 
why  he  chose  the  Learjet  60  card  pro- 
gram. The  more  he  flies,  the  more  he 
values  it.  "We  used  the  25  hours  up  in 
six  months,"  he  says.  "The  next  time 
we'll  probably  sign  up  for  50  hours." 

CONVENIENCE  COMBINED  WITH  PERSONAL 
CONCIERGE  SERVICE 

In  addition  to  adding  a  newfound 
way  to  manage  his  time,  Davidson 
loves  the  Skyjet  service.  "The  whole 
flexibility  of  the  system  is  what 
appeals  to  me.  If  you  need  a  larger  or 
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smaller  aircraft,  they  can  do  that 
easily,"  he  says.  "They  handle  every- 
thing. If  you  want  a  car  to  pick  you 
up,  it's  sitting  there  ready  for  you  on 
arrival  and  somebody  loads  your  lug- 
gage. The  entire  experience  is  as  if  you 
had  a  personal  concierge  to  deal  with 
every  aspect  of  your  trip,"  he  says. 
"I'm  really  thrilled." 

As  the  day  ended,  Davidson  reflected 
on  the  serenity  of  the  Kalahari  and  the 
thousands  of  miles  separating  him 
from  home  and  work.  "Time  is  the 
most  valuable  thing  in  the  world,  and 
what  this  [jet  card  program]  does  is 
give  me  time.  I  honestly  believe  that 
your  greatest  return  on  investment  in  a 
program  like  this  is  the  fact  that  you 
have  more  time  to  do  what  you  want 
to  do  and  be  with  the  people  you  want 
to  be  with  and  still  make  those  busi- 
ness deals  that  you  need  to."  ^* 


TIME  IS  THE  NEW  CURRENCY 

The  trends  driving  the  growth  of 
business  aviation  are  unlikely  to 
wane.  "Companies  today  are  trying  to 
do  more  with  less,  and  that  means 
making  the  most  productive  use  of 
their  most  precious  assets,"  says 
NBAA's  Edward  Bolen. 

Product  offerings  and  access 
options  will  continue  to  increase  and 
improve,  and  equivalent  costs  will 
decline.  The  need  for  efficiency,  to  take 
control  of  time,  to  have  the  capability 
to  reach  any  place  at  any  time  is  not 
going  away.  Three  well-regarded 


industry  forecasts  recently  revised  their 
long-range  sales  projections  upward, 
suggesting  that  demand  for  business 
jet  benefits  will  continue  to  accelerate. 

One  of  the  fastest-growing  cate- 
gories of  business  aircraft  is  the  ultra- 
long-range  class.  With  the  flattening 
of  the  business  world,  companies  have 
increasing  needs  to  travel  halfway 
around  the  globe.  These  large-cabin 
aircraft,  such  as  the  Gulfstream  G550, 
have  the  range  to  reach  anywhere 
on  the  globe  with  a  maximum  of  one 
fuel  stop.  And  the  spacious,  well- 
appointed  aircraft,  with  complete 
global  communication  capabilities, 
often  serve  as  secure  meeting  places 
when  they  arrive  at  their  destinations. 

IF  YOU  THOUGHT  TODAY  WAS  GOOD, 
JUST  WAIT  TILL  TOMORROW 

As  for  the  time  it  takes  to  travel 
halfway  around  the  world,  in  the 
not-too-distant  future  executives 
may  travel  supersonically.  Commer- 
cial and  business  aircraft  manufac- 
turers are  actively  investigating  the 
possibility,  and  a  new  U.S.  company 
has  announced  plans  of  its  own  to 
create  a  supersonic  business  jet. 

On  the  other  hand,  an  emerging 
class  of  very  light  jets  (VLJs)  promis- 
es a  new  era  in  air  transportation  at 
a  cost  possibly  one-third  of  that  of 
current-generation  small  jets, 
making  them  more  affordable  to  a 
mass  market.  And  while  no  one's 
predicting  an  airplane  in  every 
garage,  the  VLJs  will  bring  a  new 


corps  of  business  flyers  to  the  ski 
Featuring  enhanced  safety  attribu 
that  are  more  capable  and  relial 
than  those  in  today's  airliners,  mc 
businesspeople  will  be  opting  for  c 
it-yourself  air  travel.  These  small  j 
will  also  create  new  markets  a 
new  opportunities  never  befc 
imagined,  including  air  taxi  "yelk 
cabs"  and  same-day  logistics  si 
vices  where  "absolutely  positive 
overnight"  is  not  fast  enough. 

Meanwhile,  as  a  countervaili 
and  contributory  trend,  commerc 
airline  service  shows  no  signs 
reversing  its  downward  spiral.  W 
high  oil  prices  now  a  fact  of  life,  a 
lines  will  likely  continue  to  redu 
flights  to  maximize  seat  load,  ra 
fares  or  both.  Security  procedures  v 
continue  adding  significantly  to  ov 
all  travel  time. 

What  won't  change,  however,  2 
the  underlying  bottom-line  benefits 
business  aviation;  the  quantifiall 
results  that  render  the  costs  minor 
not  a  bargain;  and  the  ability  it  has 
transform  businesses  and  the  lives 
those  running  them. 

Written  and  Produced  by: 
Mark  Patiky 

Beehive  Communications  Inc. 
mpatiky@bellsouth.net 

Associate  Writers: 
James  Wynbrandt  /  Dale  Smith 
Editor:  Allison  Lurker 
Designer:  Jon  Prinsky 

For  further  information,  contact: 

NBAA  (National  Business  Aviati« 
Association),  Washington,  D.C. 
202.783.9000 
wivw.nbaa.org 

GAMA  (General  Aviation  Manufc 
turers  Association),  Washington,  D. 
202.393.1500 
www.gama.aero 

NATA  (National  Air  Transportatit 
Association),  Alexandria,  VA 
800.808.6282 
www.nata.aero 


Together,  we  make  it  happen. 

World-class  service  for  the  personal  air  travel  needs  of  the  most  experienced 
travelers  is  easier  than  ever  with  the  winning  combination  of  TAG  Aviation  and 
American  Express.  You  select  the  aircraft,  the  schedule,  and  your  companions  for 
each  flight.  TAG  ensures  the  safety,  security,  and  convenience  critical  for  today's 
travel.  American  Express  makes  payment  easy. 

It's  simple;  utilize  TAG'S  expertise  and  the  convenience  of  using  your  American 
Express  card.  One  call  does  it  all. 


■I 

EXPRESS 


1-800-332-2145  ■  www.tagaviation.com 
Personal  Air  Travel  Solutions 

Charter  services  in  the  US  are  arranged  by  AMI  Jet  Charter,  Inc.  d/b/a  TAG  Aviation  (FAA  Cert.  #  IJ0A409I). 


Aviation' 


New  York 
Los  Angeles 
Minneapolis 


1-800-331-1930 
1-800-627-8465 
1-800-726-1673 


jets@tagaviation.com 

flybyjet@tagaviation.com 

fly@tagaviation.com 


San  Francisco 

Houston 

Chicago 


1-800-332-2145 
1-877-959-8200 
1-800-314-2131 


charter@tagaviation.com 

travel@tagaviation.com 

flyjets@tagaviation.com 


FORBES  400 


RECORD  PRICES  FOR  OIL  AND  GAS  ENERGIZED  THE  FORTUNES 
OF  THESE  WILDCATTERS,  MANY  OF  WHOM  PUMP  THEIR 
FORTUNES  INTO  OTHER  VENTURES. 


Dan  L.  Duncan 

$6  billion 

Energy.  Houston. 

72.  Widowed,  remarried;  4  children 
Cofounder,  chairman  and  significant  share- 
holder of  Enterprise  Products  Partners,  mas- 
sive energy  services  company:  pipelines  and 
stores  gas,  crude  oil  and  natural  gas  liquids. 
Native  of  small-town  Center,  Tex.  Mother 
died  when  he  was  7.  Raised  by  grandmother 
and  her  motto:  "Do  the  best  you  can  every 
day."  Army  stint  after  high  school.  Studied 
at  Massey  Business  College  and  South  Texas 
College  before  starting  Enterprise  Products 
with  2  partners  and  2  trucks  1968.  Bought 
out  last  partner  1989.  Went  public  1998  as 
master  limited  partnership.  Recent  moves: 
acquired  managing  partner  of  Teppco  Part- 
ners from  rival  Duke  Energy  for  $1.1  billion; 
took  public  Enterprise  GP  Holdings  in  Au- 
gust. Keeps  low  media  profile,  but  is  big  Re- 
publican donor.  Avid  hunter  has  stalked  big 
game  on  6  continents.  Donated  $35  million 
to  the  Baylor  College  of  Medicine  for  out- 
patient clinic. 


Robert  Rowling 

$4.8  billion 
Oil  and  gas,  hotels.  Dallas. 
52.  Married,  2  children 
Dad  struck  it  rich  in  oil  and  gas  in  the  1970s, 
sold  to  Texaco  1989.  Son  Robert  diversifying 
ever  since.  Bought  Omni  Hotels  in  1996,  ex- 
panded to  places  like  San  Diego,  Atlanta. 
Bought  Gold's  Gym  2004;  also  investing  in 
fast-growing  Mexican  dollar-store  chain 
Waldo's.  Still  loves  black  gold:  Tana  Oil  &  Gas 
drilling  wells  in  the  Gulf  as  fast  as  possible. 


Charles  Koch 

$4.5  billion 

Oil,  commodities.  Wichita,  Kans. 
69.  Married,  2  children 

David  Koch 

$4.5  billion 

Oil,  commodities.  Wichita,  Kans. 
65.  Married,  2  children 
Two  sons  of  Fred  C.  Koch,  MIT  grad  who  in- 
vented method  of  turning  heavy  oil  into  gaso- 


line. Took  technology  to  Soviet  Union,  became 
disillusioned  with  Stalin,  returned  to  the  U.S., 
joined  John  Birch  Society.  Charles  became 
chairman  of  Koch  Industries  after  father's 
death,  expanded  into  chemicals,  pipelines,  as- 
phalt, commodities  trading.  Today  Koch  In-j 
dustries  the  nation's  second-largest  privately) 
held  company.  Estimated  sales:  $50  billion.; 
Fraternal  rift  after  Charles  and  David  bought  I 
out  brothers  William  and  Fred  in  1983  for  $1.1 
billion;  settled  2001.  Charles  a  founder  of  con-| 
servative  think  tank  Cato  Institute. 


George  Kaiser 

$4.5  billion 

Oil  and  gas,  banking,  real  estate. 

Tulsa,  Okla. 

63.  Widowed,  remarried;  3  children 
Took  over  family's  oil  business  in  1969,  ex- 
panded into  banking,  real  estate,  alternative 
energy.  Latest  push:  liquefied  natural  gas.  His 
"energy  bridges"  unload  liquefied  gas  from 
tankers  and  ship  it  ashore  via  submerged 
pipelines.  Supports  disadvantaged  children 
through  his  family  foundation. 
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Oil  engineer  and  vintner  EUGENE  SHVIDLER 

keeps  tight  with  his  Russian  roots  thanks  to 
his  big  stake  in  oi!  giant  Sibneft. 


Barbara  Davis  &  family 


NEW 


$4  billion 

Inheritance,  oil. 

Beverly  Hills,  Calif. 
75.  Widowed,  5  children 
Widow  of  Los  Angeles  oil  and  entertain- 
ment tycoon  Marvin  Davis  (d.  2004).  Hus- 
band known  for  uncanny  timing  in  the 
1980s  (buying,  selling  Twentieth  Century 
Fox,  Beverly  Hills  Hotel,  Aspen  Skiing,  Peb- 
ble Beach).  Before  his  death  thought  to  have 
plowed  most  of  fortune  back  into  original 
Davis  Petroleum,  the  wildcatting  outfit 
founded  by  father,  Jack.  Bulk  of  estate  now 
run  by  2  sons:  Gregg  runs  Davis  Petroleum, 
holds  lucrative  leases  in  Texas  and  the  Gulf  of 
Mexico,  now  exploring  Colorado  for  natural 
gas;  movie  producer  John  oversees  venture 
capital  fund.  Family  also  owns  several  radio 
stations.  Barbara  sold  couple's  Beverly  Hills 
home  last  year,  "The  Knoll,''  for  $46  million. 


Leonard  Blavatnik. 

$3.5  billion 

Access  Industries.  New  York  City. 
48.  Married 

Raised  in  Russia,  immigrated  to  U.S.  with 
family  at  age  21.  Worked  way  through  col- 
lege, founded  industrial  holding  company 
Access  Industries  in  1986.  Later  teamed  with 
Russian  school  chum  Viktor  Vekselberg,  then 
Russian  billionaire  Mikhail  Fridman.  Trio 
made  fortune  setting  up  TNK-BP,  joint  part- 
nership between  their  Tyumen  Oil  Company 
and  British  Petroleum;  became  Russia's  sec- 
ond-largest oil  company.  Recently  bought 
plastics  manufacturer  Basell  from  Shell  and 
BASF  for  $5.7  billion.  Also  owns  stakes  in 
Siberian-Urals  Aluminum  (SUAL),  power 
company  in  Kazakhstan,  real  estate  in  Ar- 
gentina and  the  U.K.  Less  lucky  in  New  York: 
reportedly  bid  to  buy  Mary  Tyler  Moore's 
Manhattan  apartment  and  was  rejected  by 
co-op  board. 


Robert  Bass 

$3  billion 

Oil,  investments.  Fort  Worth,  Tex. 
57.  Married,  2  children 
Third  son  of  Texas  oilman  Perry  Bass  (see) 
broke  out  on  his  own  in  1983  to  become  for- 
midable and  secretive  investor.  His  Oak  Hill 
Capital  Partners  manages  $12  billion,  much 
of  it  in  private  equity.  On  the  payroll:  Myron 
Scholes,  winner  of  the  Nobel  Prize  in  eco- 
nomics and  onetime  partner  at  Long-Term 
Capital  Management.  Led  $700  million 
leveraged  buyout  of  Duane  Reade  drugstore 
chain  2003.  Followed  that  up  with  $250  mil- 
lion investment  in  Indian  outsourcing  com- 
pany GE  Capital  International  Services.  Pri- 
vate equity  fund  has  attracted  cash  from  Bill 
Gates,  Nike  founder  Phil  Knight. 

David  Rockefeller  Sr. 

$2.5  billion 

Standard  Oil,  banking.  New  York  City. 
90.  Widowed,  6  children 
Grandson  of  visionary  businessman  John  D. 
Rockefeller  who  turned  $4,000  in  oil  refining 
into  Standard  Oil,  oil-and-gas  behemoth  that 
fueled  the  American  industrial  revolution. 


Company  broken  up  in  landmark  antitru  I 
case  1911.  Father  invested  in  real  estatJ 
David  became  banker,  diplomat,  pillar  c 
New  York  society.  This  June  celebrated  90tl 
birthday  with  sumptuous  gala  at  Manha 
tan's  Museum  of  Modern  Art.  Marked  tl 
occasion  by  giving  $100  million  to  botl 
MoMA  and  Rockefeller  University.  "Wit 
opportunity,  comes  responsibility." 

George  Mitchell 

$2.5  billion 

Mitchell  Energy.  The  Woodlands,  Tex. 
86.  Married,  10  children 
Son  of  Greek  immigrants  studied  petrc 
leum  engineering  at  Texas  A&M,  captai 
of  tennis  team.  Founded  Mitchell  Enerd 
&  Development  in  1946,  struck  big  i 
north  Texas  gas  fields.  Sold  to  Devon  Er 
ergy  in  2001  for  $3.5  billion.  Nature  erl 
thusiast  built  Woodlands  residential  con 
munity  1974,  sold  1997.  Owns  Bald  Hea 
Island  in  North  Carolina,  hotels  in  Galvi 
ston.  Funded  $10  million  National  Acadi 


Former  Enron  president  RICHARD  KINDER 

ditched  the  company  in  favor  of  owning  tht| 
pipes  that  keep  the  oil  moving. 
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1SO  (55m)  M/Y  MIA  ELBE 
»teel    Hull/Aluminium  Superstructure 


American  Born  —  World  Clasii  \        >  V . 

Trinity  Yachts,  LLC.  •  New  Orleans,  LA  •  (504)  283-4050 
Felix  S.  Sabates,  Jr.  (704)  905-4640  •  John  Dane,  III  (504)  284-7140  jclane3@TriniryYachts.com 
William  S.  Smith,  III  (504)284-7120  wssmith3@TrinityYachts.com  • 
wwwJrinityYachts.com 
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mies  study  on  sustainable  development. 
Donates  to  University  of  Texas  Medical 
Center  for  Alzheimer's  research;  Texas 
A&M  telescope  project. 


Richard  Kinder 

$2.5  billion 
Pipelines.  Houston. 
61.  Divorced,  remarried;  1  child 
Former  Enron  president  wisely  left  firm  in 
1996,  uncomfortable  with  "asset-light" 
strategy.  Bought  Enron  pipeline  operations 
with  pal  William  Morgan.  Today  controls 
38,000-mile  pipe  network.  This  year 
bought  Canadian  pipeline  company 
Terasen  for  $5.6  billion.  Gives  Kinder  Mor- 
gan access  to  fast-growing  oil  sands  devel- 
opments where  production  expected  to 
double  over  next  decade.  Pays  himself  $1  a 
year,  but  dividends  from  limited  partner- 
ship more  than  enough  to  support  fly-fish- 
ing hobby. 


Ray  Hunt 

$2.5  billion 
Oil,  real  estate.  Dallas. 
62.  Married,  5  children 
Son  of  archetypal  Texas  oilman  H.L.  Hunt 
(d.  1974),  whose  oil  empire  started  from 
poker  winnings.  Inherited  most  of  Hunt  Oil: 
older  branch  of  the  family  took  a  big  hit  in 
silver  market,  but  Ray  stuck  with  oil,  scored 
big  with  deal  in  Yemen.  Moving  into  natural 
gas  in  Peru.  Well  connected  in  Beltway 
thanks  to  fundraising  for  Bush,  seat  on  Hal- 
liburton board. 

Evgeny  (Eugene) 
Shvidler 

$1.8  billion 

Sibneft.  Moscow. 

41.  Married,  3  children 

Trained  as  oil  engineer  in  Moscow,  earned 

M.B.A.  from  Fordham  U.  Worked  for  De- 


loitte  &  Touche;  became  U.S.  citizen.  Teamed! 
up  with  Roman  Abramovich  to  start  oil  trad-B 
ing  outfit  Runicom  S.A.  In  1995  the  duo 
partnered  with  Boris  Berezovsky  to  gain  con- 
trol of  oil  giant  Sibneft;  became  president  in 
1998.  Deal  to  merge  Sibneft  and  Yukos  fell 
apart  last  year  after  top  Yukos  shareholder, 
Mikhail  Khodorkovsky,  landed  in  jail.  Owns 
Chateau  Thenac  vineyard  in  France,  paid 
$37  million  for  new  home  in  London. 


Sid  Bass 

$2  billion 

Oil,  investments.  Fort  Worth,  Tex. 
62.  Divorced,  remarried;  2  children 

Lee  Bass 

$2  billion 

Oil,  investments.  Fort  Worth,  Tex. 
49.  Married 

Edward  Bass 

$1.2  billion 

Oil,  investments.  Fort  Worth,  Tex. 
60.  Married,  1  child 


Oil  heir ! 


celebrated  his  90th  birthday  by  giving  away  $100  million. 


Perry  Bass 

$1.2  billion 

Oil,  investments.  Fort  Worth,  Tex. 
90.  Married,  4  children 
Family's  Bass  Enterprises  hit  hard  by 
Katrina:  oil  storage  tank  near  New  Orleans 
leaked  90,000  barrels  into  containment 
pond.  But  gains  from  oil  boom  more  than 
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Change  is  constant.  So  is  our  focus. 

We  have  helped  our  clients  anticipate,  prepare  for  and  thrive  amidst  momentous  change 
since  1853. 

Today  the  world  is  more  complex  than  ever.  Markets  are  more  volatile.  It  is  even  harder  to 
choose  who  should  be  responsible  for  your  family's  wealth  and  legacy. 

At  U.S.  Trust,  we  have  been  focused  on  managing  wealth  for  many  of  the  world's  most 
successful  families  for  generations.  We  are  not  distracted  by  the  conflicts  that  plague  many 
other  firms  in  the  financial  services  industry. 

Whether  it  is  managing  a  concentrated  stock  position,  sophisticated  wealth  transfer  strategies, 
or  the  newest  alternative  investments,  our  experts  can  provide  you  with  access  to  a  full  range 
of  global  best-in-class  solutions. 

We  are  U.S.  Trust.  We  can  help. 


U.S.  TRUST 

Focused  on  Wealth  Management 
www.ustrust.com 

.Member  FDIC.  Banking  deposits  are  FDIC  insured  up  to  the  maximum  amount  allowable  by  law. 
Investments  are  NOT  EDIC  INSURED,  NOT  BANK  GUARANTEED  and  MAY  LOSE  VALUE. 
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make  up  for  it.  Drilling  in  the  western  states, 
Gulf  of  Mexico  and  internationally.  Planning 
new  deepwater  oil  wells  off  Nova  Scotia. 
Family  fortune  founded  by  oil  baron  uncle 
Sid  Richardson.  Diversified  into  Disney,  John 
Wiley  &  Sons  publishing  and  Human 
Genome  Sciences.  Big  shots  of  Fort  Worth: 
Sid  runs  investments,  Lee  avid  outdoorsman, 
Ed  does  real  estate  and  backed  Biosphere  2 
project.  Other  brother  Robert  (see)  invests 
on  his  own. 

E.  Pierce  Marshall 

$1.7  billion 
Koch  Industries.  Dallas. 
66.  Married,  2  children 
Son  of  late  Texas  oilman  J.  Howard  Mar- 
shall II.  Inherited  father's  stake  of  privately 
held  Koch  Industries.  Vehemently  denies 
FORBES'  estimation  of  his  net  worth, 
claims  no  market  for  stake  in  the  oil  ser- 
vices giant.  Erstwhile  stepmom,  former 
stripper  and  reality-show  nightmare  Anna 
Nicole  Smith  contested  father's  estate;  lost 
every  step  of  the  way.  When  not  dealing 
with  pesky  Smith,  tends  to  assorted  family 
business  interests. 


Marc  Rich 

$1.5  billion 

Commodities.  Meggen,  Switzerland. 
70.  Divorced,  remarried;  2  children 


Pincus  Green 

$1.2  billion 

Commodities.  Meggen,  Switzerland. 
70.  Married,  4  children 
Belgian-born  Rich  fled  Europe  to  U.S.  with 
family  1941.  Dropped  out  of  NYU,  got  start 
in  Phillip  Brothers  mailroom.  Rose  through 
ranks  with  Brooklyn-born  Green.  Hotshot 
traders  helped  build  Phibro  into  then  world's 
largest  commodities  firm.  Created  spot  oil 
market  1968,  founded  Marc  Rich  &  Co. 
1973.  Traded  Iranian  crude  during  hostage 
crisis,  evaded  taxes  by  shipping  profits  to 
Switzerland.  Duo  fled  federal  tax  evasion 
charges  in  1983,  have  resided  in  Swiss  Alps 
ever  since.  Partners  reluctant  to  return  to 
U.S.  despite  pardons  from  President  Clin- 
ton. Rich:  sold  commodities  brokerage  1994, 


Marvin  Davis'  widow,  BARBARA  DAVIS,  and  sons  keep  close  watch  over  their  oil  empire. 


invested  in  European  commercial  real  estate. 
Believed  to  still  actively  trade;  new  accusa- 
tions of  wrongdoing  arose  last  year  during 
U.N.  oil-for-food  program  in  Iraq.  Stand- 
up-comic  daughter,  Daniella,  married  money 
manager  Richard  Kilstock  in  Spain  last  year. 
Green:  retired  after  heart  surgery  1992. 

Marguerite  Harbert 

$1.5  billion 

Inheritance.  Birmingham,  Ala. 
82.  Widowed,  3  children 
High-risk  investor  husband,  John  Murdoch 
Harbert  III  (d.  1995),  turned  $6,000  win- 
nings from  craps  table  into  large  construc- 
tion outfit:  airports,  power  plants,  Mideast 
water  supply  systems.  Bought  coal  reserves 
in  eastern  Kentucky,  Tennessee  late  1 960s. 


Cashed  out  during  energy  crisis  for  larg 
stake  in  Amoco.  Today  son  Raymond  mar 
ages  family  fortune. 

T.  Boone  Pickens 

$1.5  billion 

Oil  and  gas,  investments.  Dallas. 
77.  Thrice  divorced,  remarried;  5  children 
Legendary  raider  winning  big  on  risin 
price  of  crude.  Said  oil  would  reach  $60 
barrel  when  it  was  trading  in  the  $40; 
thinks  oil  will  hit  $75  by  the  end  of  the  yea; 
Graduated  from  Oklahoma  State  U.  wit! 
geology  degree,  founded  Mesa  Petroleum  ii 
1956  with  $2,500.  Sold  to  Richard  Rainwa 
ter  (see).  Made  name  with  hostile  takeove 
runs  on  Gulf,  Phillips,  Unocal.  These  day 
running  oil  and  gas  investment  shop  Bl 
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Often,  the  best  investment  advice  is  about  what  not  to  : 


Warren  Buffett  - 
Chairman,  Berkshire  Hathaway 
Owner,  CORT  Furniture  Rental 


ou  look  closely  at  your  office  furniture,  you'll  probably  notice,  among  other  things,  that  it  doesn't  appreciate, 
buying  isn't  always  the  best  idea.  In  fact,  renting  is  not  only  often  tax  deductible,  it  also  frees  up  cash  flow, 
ich  can  be  useful.  For  instance,  you  could  buy  other  companies,  as  I  did  with  CORT  for  Berkshire  Hathaway, 
j  sr  all,  CORT  rents  only  quality  office  and  residential  furniture.  Their  service  is  extraordinary.  They  deliver  and 
'  tall  orders  within  48  hours.  Considering  its  rather  large  upside,  I  give  CORT  a  very  strong  recommendation. 


CORT 

FURNITURE  RENTAL 


A  BERKSHIRE  HATHAWAY  COMPANY 


888.667.CORT    |  CORTl.COM 


IF  MEETING  AT  THE  BREAKERS  INSPIRED  YOU 

WAIT  UNTIL 


The  breathtaking  Breakers  beachfront  redevelopment,  opening  winter  200 

is  the  perfect  complement  to  our  ballroom  addition  and  recent  enhancements  to  our 
45,000  square  feet  of  indoor  meeting  space  and  20,000  square  feet  of  outdoor  event  sp; 


Beach  Bungalows 

*  20  new,  private,  luxury  beach  bungalows 
for  daytime  rental 

*  Full  bathroom  including  open-sky  shower 

*  Day  sofa  and  living  room-style  furnishings 

+  WiFi,  cordless  telephone,  flat  screen  TV,  safe 
\  Refrigerator  stocked  upon  request 

*  Luxury  personal  amenity  package 

*  Personalized  daily  concierge  service 

*  Available  for  corporate  hospitality 


Beach,  Pool  &  Amenities 

->  Relaxation  pool  and  two  Jacuzzis 

*  Active  fun  pool  with  zero  entry  and 
an  oversized  Jacuzzi 

*  Spacious  locker  rooms  with 
changing  facilities 

*  4,000  sq.  ft.  of  oceanfront  space,  including 
a  Beach  Gazebo  and  surrounding  lawn, 
available  for  group  functions 

*  Whitecaps  Watersports 


The  Ocean  Grill 

♦  Casual  luncheon  fare  and  refresh 
■>  Design  reminiscent  of  a  seaside  < 

with  indoor/outdoor  seating  for 
+  Views  of  the  pool,  beach  area  an 
green  of  the  Ocean  Golf  Course 

*  Available  for  morning  and  evenir 
group  functions 


Owned  and  operated  by  Flagler  System,  inc. 


If 


ORE, 
SEE  OUR 


lYour  Next  Event  Unforgettable 
Vorld-Class  Facilities  And  Amenities. 

ijwly  renovated  guest  rooms  and  suites 
l  ampionship  golf  courses 
:  ted  tennis  courts 
,  ous  oceanfront  spa 
jjness  centers 

j  rated  oceanfront  pools,  including  a  lap  pool 
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Capital,  trying  to  capitalize  on  lucrative 
water  rights  in  Texas  Panhandle.  Septuage- 
narian recently  married  widow  of  Gulf- 
stream  founder  Allen  Paulson. 

Robert  Earl  Holding 

$1.5  billion 

Energy,  resorts,  ranching. 

Sun  Valley,  Idaho. 
78.  Married,  3  children 
Son  of  Mormon  apartment  caretakers  got 
start  managing  hotel/gas  station  complex 
after  college  in  Little  America,  Wyo.  Bought 
10%  stake  in  operation,  added  stations  in 
Utah,  Arizona.  Moved  into  refining  as  busi- 
ness grew;  bought  Sinclair  Oil  1976.  "Earl" 
diversified  into  hotels,  including  Sun  Valley 
Ranch  ski  resort,  home  to  Herb  Allen's  (see) 
annual  media  mogul  conference.  Bought  for 
$12  million,  now  worth  over  $300  million. 
Other  resorts:  Utah's  Snowbasin  ski  area  and 
395-suite  Grand  America  Hotel,  venues  for 
the  2002  Winter  Olympics  in  Salt  Lake  City. 
Modest:  "Doing  the  best  I  know  how  with 
what  I've  got  to  do  it  with." 

Winthrop  Rockefeller 

$1.2  billion 

Standard  Oil,  banking.  Morrilton,  Ark. 
57.  Divorced,  remarried;  8  children 
Great-grandson  of  John  D.  Rockefeller,  grain 
merchant  who  turned  a  $4,000  investment 
into  Standard  Oil.  Dominated  oil  market 


until  federal  regulators  forced  its  breakup 
in  landmark  1911  antitrust  case.  Son  of  for- 
mer Arkansas  governor  Winthrop  Rocke- 
feller (d.  1973),  "Win"  continues  family's 
political  legacy,  ninth  year  as  lieutenant  gov- 
ernor of  Arkansas.  Announced  gubernato- 
rial bid  earlier  this  year,  withdrew  because 
of  blood  disorder.  Heads  Winrock  Farms; 
company  promotes  sustainable  agricultural 
farming.  On  board  of  Boy  Scouts  National, 
donates  to  Texas  Christian  U.'s  Ranch  Man- 
agement Program,  National  Marrow  Donor 
Program. 


Tracy  Krohn 

$1.1  billion 

W&T  Offshore.  Houston. 
50.  Married,  2  children 
Petroleum    Engineering   degree  from 
Louisiana  State;  worked  as  engineer,  drilling 


NEW 


supervisor  for  Mobil  Oil.  Stints  at  Taylor  Eil 
ergy,  Aviara  Energy  before  founding  W&l 
Offshore  with  $12,000  in  1983.  Acquire! 
leased  oil  fields  in  the  Gulf  of  Mexico.  Toe 
public  in  January. 

Anne  Windfohr  Marionl 

$1  biltion 

Inheritance,  oil.  Fort  Worth,  Tex. 
66.  Thrice  divorced,  remarried;  1  child 
Great-grandfather  won  Texas'  famed  66(1 
Ranch  in  poker  game.  Went  on  to  ama 
448,000  acres  in  the  Panhandle;  struck  o 
Anne  inherited  land,  royalties,  working  ill 
terest  through  family's  Burnett  Oil  conl 
pany.  Avid  art  collector  instrumental  i 
bringing  modernism  to  cow  town:  lives  i 
house  designed  by  I.M.  Pei.  Major  benefaJ 
tress  of  Tadao  Ando-designed  Modern  A| 
Museum  of  Fort  Worth. 


Buliish  bets  on  oil  prices  gave  a  big  boost  to  longtime  oilman  T.  BOONE  PICKENS. 
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Rental  Units 


ALL  THE  TALK  OF  HOUSING  BUBBLES  AND  REAL  ESTATE  COLLAPSES 
HASN'T  HURT  THESE  FOLKS.  PROPERTY  VALUES  ARE  SKY-HIGH. 


Donald  Bren 

$5.7  billion 

Real  estate.  Newport  Beach,  Calif. 
73.  Twice  divorced,  remarried;  6  children 
After  Marines,  built  first  house  on  $10,000 
loan  1958.  Started  home  building  company, 
sold  to  International  Paper  for  $34  million  in 
1 970.  Became  majority  owner  of  Irvine  Co., 
including  Irvine  Ranch  south  of  Los  Angeles. 
Now  sells  finished  plots  on  93,000-acre  tract 
for  $1  million  an  acre.  Also  400  office  build- 
ings, 35  shopping  centers,  80  apartment 
complexes,  2  luxe  hotels.  Big  supporter  of 
educational,  conservation  causes,  Arnold 
Schwarzenegger's  political  career. 


Leonard  Stern 

$2.7  billion 

Real  estate.  New  York  City. 

67.  Divorced,  remarried;  3  children 

Son  of  German  bird  salesman  looking  to  re- 


store family's  reputation  after  son  Edward, 
head  of  Canary  Capital  hedge  fund,  set  off 
2003  mutual  fund  scandal  with  improper 
market-timing  trading  scheme.  Ed  cooper- 
ated with  authorities,  paid  $40  million  fine. 
Leonard  got  start  running  father's  Hartz  pet 
supply  business,  made  industry  leader.  Sold 
85%  of  company  for  $208  million  in  2000. 
Son  Emanuel  manages  family's  vast  real  es- 
tate empire:  35  million  square  feet  of  com- 
mercial space  in  New  Jersey,  New  York  City's 
posh  Soho  Grand  and  Tribeca  Grand  hotels. 


Donald  Trump 

$2.7  billion 
Real  estate.  New  York  City. 
59.  Twice  divorced,  remarried;  4  children 
What,  me  worry?  That  seems  to  be  the  atti- 
tude coming  from  The  Donald.  Despite  talk 
about  real  estate  bubble  bursting,  Trump  has 
his  fingers  in  new  projects  going  up  in  just 
about  every  major  market  across  the  coun- 


try: Developing  residential  towers  with  Phil 
Ruffin  (see)  in  Las  Vegas;  erecting  92-stoiy 
skyscraper  in  Chicago;  building  a  commu- 
nity of  $10  million  mansions  in  Palos  Verdes. 
Calif.  But  Manhattan  still  the  heart  of  Trump 
empire:  various  stakes  in  1 8  million  square 
feet  of  prime  Big  Apple  real  estate.  With  part- 
ners, recently  soid  big  chunk  vacant  land, 
three  rental  properties  for  $1.8  billion;  now 
suing  partners  over  terms.  Better  relations 
with  his  Atlantic  City  partners  after  reorga- 
nizing flagging  casino  properties.  Avid  golfer 
owns  top-rated  tracts  in  New  Jersey,  Florida, 
California.  "My  net  worth  has  tripled."' 

Matthew  Bucksbaum 

$2.4  billion 

Real  estate.  Chicago. 
79.  Married,  2  children 
Former  supermarket  manager  developed 
shopping  centers  in  Iowa  with  late  brother 
Martin  beginning  in  1954.  Took  General 


NEW 
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Growth  Properties  public  in  1993.  Relocated 
to  Chicago.  Still  on  the  move:  last  year  paid 
$12.6  billion  for  storied  Baltimore  developer 
Rouse.  Remains  chairman,  but  son  John 
oversees  company's  200  million  square  feet 
of  mall  space. 


from  distressed  owners,  kept  buying  when 
values  recovered  and  boomed.  Lately  a  seller, 
but  jeans-wearing  businessman  still  controls 
123  million  square  feet  of  office  space, 
198,000  apartments.  "I've  always  said  that  I 
am  worth  $29.53." 


Samuel  Zell 

$2.3  billion 
Real  estate.  Chicago. 
64.  Twice  divorced,  remarried;  3  children 
Parents  escaped  Poland  weeks  before  Nazi 
invasion.  Sam  born  in  Chicago  4  months 
after  family's  arrival  in  America.  With  fra- 
ternity brother  Robert  Lurie  (d.  1990) 
bought  up  cheap  real  estate  throughout  U.S. 


John  A.  Sobrato 

$2  billion 

Real  estate.  Atherton,  Calif. 
66.  Married,  3  children 
Palo  Alto  residential  broker  in  the  1960s 
branched  into  commercial  market.  Now  one 
of  largest  commercial  landlords  in  rebound- 
ing Silicon  Valley  market,  with  1 1  million 
square  feet. 


Mortimer  Zuckerman 

$1.9  billion 

Boston  Properties,  media. 

New  York  City. 
68.  Divorced,  1  child 
Son  of  Montreal  tobacco  and  candy  whol 
saler.  Wharton  M.B.A.;  law  dtg.oes  fro: 
McGill,  Harvard.  Never  took  bar  exam.  G' 
start  in  real  estate  working  at  Cabot,  Cabot 
Forbes.  Left  to  form  Boston  Propertie 
$10  billion  REIT  owns  45  million  square  fe 
of  commercial  space  along  eastern  seaboar 
San  Francisco.  Second  career:  publishin 
Owns  U.S.  News  &  World  Report;  bough 
turned  around  New  York's  Daily  News.  So 
Atlantic  Monthly  magazine  for  meas 
$12  million  in  1999  but  hit  jackpot  sellir 
Fast  Company  magazine  at  height  of  tec 
boom  for  $365  million.  "I  averaged  out." 


William  Pulte 

$1.8  billion 

Home  building.  Bloomfield  Hills,  Mich. 
73.  Widowed,  remarried;  14  children 
Nation's  second-largest  home  builder  raise- 
first  home  outside  of  Detroit  with  friends 
18.  Founded  Pulte  Homes  in  1950;  expande 
went  public  19  years  later.  Surging  stock  trac 
ing  at  record  highs,  up  42%  in  past  year.  Con 
pany  focuses  on  single-family  detache 
houses,  condos,  townhomes.  Also  retiremei 
communities.  With  aging  baby  boomers  lool 
ing  for  warm  climates,  company  predictir 
steady  growth  in  Florida,  Arizona,  Nevada 


The  stylish  buildings  of  developer  JORGE  PEREZ  are  home  to  many  of  Miami's  trendy  set. 


Archie  Aldis  Emmersor 

$1.5  billion 

Timberland,  lumber  mills.  Redding,  Call 
76.  Widowed,  remarried;  3  children 
Largest  private  landowner  in  California  st 
sparring  with  environmentalists,  despi 
having  sold  thousands  of  acres  to  appea 
preservationists.  "Red"  operated  sma 
lumber  mill  with  father  in  1940s.  Too 
Sierra  Pacific  Public  1969;  private  agai 
5  years  later.  Borrowed  $460  million  to  bu 
522,000  acres  in  1988.  Construction  booi 
keeps  sawmills  buzzing.  New  mill  in  At 
erdeen,  Washington  is  his  first  in  the  stat 
Two  sons  active  in  the  business. 
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Strategic  Performance 

Time  &  Life  Building  •  New  Bond  Street  •  London  Wl 


• 

Acquisition  Date  -Q2  2001 

• 

Purchase  Price  -£72  million 

• 

Disposal  Date  -Q3  2005 

• 

Disposal  Price-  £107  million 

• 

WoW/fig  fer/orf  -  4  years 

• 

Internal  Rate  of  Return  - 15%* 

Central  London  office  performance  index  -  Total  returns 


450 


DISPOSAL  £107m 


300 
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Strategic  Results 


The  investment  was  purchased  for  GB^72m  in  2001,  with  the  skillful  reconfiguration  and 
enlargement  of  the  upmarket  retail  space  and  refurbishment  and  multi-letting  of  the  office  floors 
the  asset  was  repositioned  into  the  market  late  2004. 
The  timing  and  bespoke  asset  enhancement  initiative  secured  an  investment  sale  in  2005  at  GB^107m, 
a  record  sale  price  for  West  End  offices  of  GB^2,100  per  sq.ft. 


STRATEGIC  REAL  ESTATE  ADVISORS  GROUP 


Preserving  capital  for  the  next  generation 

SUITE  3C   •   PRINCES  HOUSE  1   38  JERMYN  STREET   ■   LONDON  SWIY  6DN  ■  ENGLAND 
PHONE   +44(0)20  7287  8772   •   FAX   +44(0)20   7287  8872 
PLEASE  CONTACT  JEREMY.  GATES  (a  STRATREAL.COM 

WWW.STRATREAL.COM 

LONDON      ZURICH      NEW  YORK      LOS  ANGELES  MADRID 

* including  the  fluctuation  in  exchange  rates 

This  announcement  appears  as  a  matter  of  record  only 
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Neil  Bluhm 

$1.4  billion 
Real  estate.  Chicago. 
67.  Divorced,  3  children 
With  partner  Judd  Malkin,  ran  powerhouse 
JMB  Realty  during  1980s,  managed  $26  bil- 
lion in  office  buildings,  shopping  malls, 
apartments,  hotels.  Pummeled  by  real  estate 
downturn  early  1990s;  stuck  it  out,  now  en- 
joying rising  values.  Developing  Niagara  Falls 
casino  with  Pritzker  family  (see).  Controls 
Pour  Seasons  hotels  in  Chicago,  Scottsdale, 
Ariz.  Backed  Barack  Obama's  successful  U.S. 
Senate  run. 

Donald  R.  Horton 

$1.4  billion 

rjugjrji  D.R.  Horton.  Fort  Worth,  Tex. 
lUW'A'l  55.  Married,  2  children 
Studied  to  be  pharmacist  at  Oklahoma  Uni- 
versity, opted  to  join  father's  real  estate  bro- 
kerage instead.  Founded  home  builder  D.R. 
Horton  1978.  Took  public  1992.  Riding  the 
housing  boom:  stock  up  150%  this  year. 
Sales:  $11  billion.  Prides  himself  on  lavish- 
ing workers  with  perks.  Employees'  kids  use 
86,000-acre  corporate  ranch  in  southwest 
Texas  for  summer  camp.  Special  policy  for 
reserves  called  up  to  fight;  hold  job,  con- 
tinue pay. 


His  market  timing  in  magazines  may  be 
perfect,  but  MORT  ZUCKERMAN  made 
most  of  his  money  developing  office  buildings. 


Edward  DeBartolo  Jr. 

$1.4  billion 

Shopping  centers.  Tampa,  Fla. 
58.  Married,  3  children 
With  sister  Denise  York  inherited  pro  foot- 
ball's San  Francisco  49ers  franchise  and 
shopping  mall  empire  started  by  father,  Ed- 
ward Sr.  Denise  took  the  team,  Ed  got  shares 
in  Simon  DeBartolo  REIT.  Notre  Dame  grad 
also  runs  DeBartolo  Holdings:  Ed  &  Eddie's 
Homemade  Ice  Cream,  food  chain  Famiglia 
DeBartolo,  Web  site  designer  I-Global 
Networks. 


NEW 


Brad  Kelley 

$1.3  billion 

Tobacco.  Nashville. 
48.  Married,  2  children 
Kentucky  native  founded  Commonwealth 
Brands  tobacco  company  1990,  manufac- 
tured discounted  cigarettes  USA  Gold,  Bull 
Durham,  Malibu.  Undersold  top  names  with 
low  advertising  costs.  Sold  for  $1  billion  in 
200 1 .  Owns  7 1  %  of  Kentucky  Downs  race- 
track; also  holds  minor  stake  in  Churchill 
Downs,  venue  of  Kentucky  Derby.  Also  real 
estate:  1.2  million  acres  in  Texas,  Florida, 
New  Mexico.  Wildlife  conservationist  runs 
program  to  help  zoos  breed  "hoofstock." 


George  Argyros 

$1.3  billion 

Investments.  Newport  Beach,  Calif. 
68.  Married,  3  children 
Got  real  estate  license  1962;  bought,  sold  cor- 
ner lots  at  busy  intersections  to  gas  stations. 
Started  renting  apartments  1968.  Today 
Arnel  &  Affiliates  real  estate  outfit  develops, 
manages  property  in  southern  California. 
Former  ambassador  to  Spain  tends  to  other 
investments  via  Westar  Capital. 


Thomas  Flatley 

$1.3  billion 
Real  estate.  Milton,  Mass. 
73.  Married,  5  children 
Irish  immigrant  quit  job  as  insurance  sales- 
man to  come  to  U.S.  1950.  Started  electrical 
installation  company,  branched  into  real  es- 


tate, became  major  New  England  landlor 
Developing  8  million  square  feet  of  com 
mercial,  retail  space,  including  15-acre  on 
development  in  Quincy,  Mass.  Admi 
project  "probably  the  last"  he'll  put  togetht 


Alan  Casden 

$1.2  billion 

Real  estate.  Be\>erly  Hills,  Calif. 
59.  Twice  divorced,  remarried;  5  children 
Housing  boom  boosts  this  accountan 
turned-developer  back  onto  The  Forbes  40 
LA-based  builder  of  high-density  inner-ci 
real  estate  always  up  for  a  good  fight:  shou 
dered  past  community  group  protests  to  d 
velop  prime  4.5-acre  plot  in  WestwoO' 
squashed  lawsuit  brought  by  older  broth 
who  alleged  he  shirked  bonus  payment 
never  charged  in  political  scandal  involvir 
employees  who  exceeded  campaign  contr 
bution  limits  to  LA  candidates.  Loyal  back 
of  Jewish  and  Israeli  causes,  including  Simc 
Wiesenthal  Center's  Museum  of  Tolerano 


Carl  Berg 

$1.2  billion 

Real  estate,  venture  capital. 

Atherton,  Calif. 
68.  Married,  1  child 

Former  loan  processor,  vending  machine  r 
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For  200  fortunate  owners  the 
entire  planet  is  now  home. 
Allow  us  the  opportunity  to 
present  Magellan,  the  most 

extraordinary  residential 
experience  ever  conceived. 

Arrive  and  explore  by  helicopter. 
Set  sail  for  fishing,  diving  and 
discovery  from  an  onboard 
marina.  Enjoy  fine  dining  and 
a  world-class  spa  in  a  setting 
where  every  imaginable  luxury 

s  at  hand.  Contact  us  for 
further  information  regarding 
the  privileges  of  ownership,  our 
most  attractive  financing  and  al 
that  awaits  aboard  your  new 
home  on  the  seven  seas. 

Two  to  Four  bedroom 
residences  from  1,184  square 
feet  to  over  3,200  square  feet. 
Priced  from  $1,800,000  US 
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pairman  invested  in  Silicon  Valley  commer- 
cial real  estate  with  John  Sobrato  (see)  in  the 
1960s.  Struck  out  on  own,  formed  Mission 
West  Properties.  Owns  8  million  square  feet 
in  Silicon  Valley;  100  tech  investments. 


Developer  STEVEN  ROTH  has  been  adding  generously  to  New  York  City's  skyline. 


Jorge  Perez 

$1.2  billion 

Home  building.  Miami,  Fla. 
WHBB  56-  Divorced,  remarried; 
IIEM""  4  children 

Born  in  Argentina  to  Cuban  parents.  Flirted 
with  academic  career  before  becoming  urban 
planner,  then  consultant  to  developers  in 
Miami.  Chance  meeting  with  New  York  de- 
veloper Steven  Ross  led  to  lifelong  partnership; 
two  cofounded  Related  Group  of  Florida  1979. 
Committed  bon  vivant  and  urbanist,  obses- 
sive about  stylish  developments  in  inner-city 
Miami  years  before  city's  revival.  Sold  $2  bil- 
lion of  apartments  last  year,  $1 1  billion  more  in 
the  pipeline.  Big  donor  to  Miami  Art  Museum. 


Steven  Roth 

$1.1  billion 

Vornado  Realty  Trust. 
IMiaian  Nw  York  City. 

64.  Married,  2  children 
With  David  Mandelbaum  (see)  and  others, 
created  Interstate  Properties  in  1968.  Self- 
described  "greedy  guy"  took  control  of  Vor- 
nado, owner  of  moneylosing  discount  re- 
tailer Two  Guys,  in  1980.  Boosted  $100 
million  market  cap  to  $1 1  billion  via  shrewd 
buyouts  of  Manhattan  skyscrapers,  purchase 
of  Kennedy  clan's  Merchandise  Mart  in 
Chicago.  Codeveloping  new  train  station  and 
office  building  to  replace  tired  Pennsylvania 
Station  under  Madison  Square  Garden. 


Alfred  Taubman 

$1.1  billion 

Real  estate.  Bloomfield  Hills,  Mich. 
81.  Divorced,  remarried;  5  children 
Two  years  after  finishing  nine-month  prison 
sentence  for  price-fixing  with  competitor 
Christie's,  sold  controlling  stake  in  Sotheby's 
back  to  company.  Deal  ends  2-decade  affair 
with  the  auction  house,  setting  up  likely  sale 
or  merger.  U.  of  Michigan  dropout  built 


I 


shopping  center  empire,  took  public  via  REIT 
1992.  Taubman  Centers  now  owns  800,000 
square  feet  of  retail  space  in  10  states. 

Edward  Roski  Jr. 

$1.1  billion 

Real  estate.  Los  Angeles. 

66.  Married,  3  children 

Vietnam  vet's  Los  Angeles  Majestic  Realty  one 

of  country's  largest  commercial  builders,  with 

55  million  square  feet  of  space.  Developing 

400-acre  business  park  off  Las  Vegas'  new  belt- 


way  with  Thomas  8c  Mack.  Built  Staples  Cen- 
ter with  Philip  Anschutz  (see);  duo  failed  ir 
attempt  to  bring  pro  football  back  to  Los  An- 
geles. USC  grad  loves  sports:  minority  ownei 
of  pro  basketball's  LA  Lakers,  hockey's  LA 
Kings.  Other  vice:  antique  sports  cars. 


Sheldon  Solow 

$1  billion 

9  West  57th  St.  New  York  City. 

77.  Married,  2  children 

Small-time  builder  risked  everything  on  onfl 
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JREILLY 


FACTOR 


WEEKNIGHTS  AT  8  &  11  ET 


#1  FOR  200  WEEKj 

AND  COUNTING 

rj£  BEATS  THE  COMPETITION  COMBINED 
#1  ADULTS  25-54 


_  ■■■■ 


THE  MOST 


NAME  IN  NEWS® 

AND  ALWAYS  ON  foxnews.com 

Men  Medio  RMjKh  fltOjMlj  te^feMffi  1  700  K"  i  !0/29/01  Y,W°5  ,f  *  *?  S«W  « ' ■  "O  Rcllv  htt  to  Btrk  Coninwl"  2Q  05  (3/28/056/26/05)  Cc.blo  News  P,o,j,nms  M-f  Mb  & 

"P"  "  •  U  Mv  f 1  W"4   70  0j  <V?8/0!>-67?6/05)  (able  New  ftoyioms  W  6  i  programs  M5  54.  All  <luro  exclude  breokiiHj  uevs  S  s|»»iul  piojrariiming  S#D  Ip.  ciunlduuiioiMo  be  mode  ovoilnule  upon  Sp* 
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Manhattan  high-rise  in  1972.  "We're  in 
barracuda  land.  You  can  only  get  away  with 
this  once."  Once  is  enough  when  it's  9  West 
57th  Street,  still  one  of  Manhattan's  premier 
office  buildings. 

Timothy  Blixseth 

$1  billion 

Timberland,  real  estate, 
iw^f.fi  Rancho  Mirage,  Calif. 
llflW'A'l  55.  Married,  4  children 
Minister's  son  skipped  college,  failed  as  Hol- 
lywood songwriter.  Made  first  million  with 
investment  in  timber  company  Crown  Pa- 
cific. Bought  Montana  land  for  S 140  an  acre, 
swapped  for  dramatic  slopes  near  Big  Sky. 
Developed  Yellowstone  Club:  1 3,400-acre  re- 
sort with  private  ski  mountain,  golf  course 
for  well-to-do.  Still  trades  timberland,  Palm 
Desert  real  estate;  writes  songs  for  own 
record  label,  distributed  by  Warner  Bros. 


John  Arrillaga 

$1  billion 

Real  estate.  Palo  Alto,  Calif. 

68.  Widowed,  remarried;  2  children 

Richard  Peery 

$1  billion 

Real  estate.  Palo  Alto,  Calif. 
65.  Married,  4  children 
Became  2  of  Silicon  Valley's  biggest 
commercial  landlords  converting  farmland 
bought  in  the  1960s  into  pricey  office  space. 
Lifelong  partners  shun  debt,  the  media. 
Arrillaga  a  big  donor  to  alma  mater  Stanford 
University. 


Grover  Connell 

$900  million 

Real  estate,  heavy  equipment. 

Westfield,  N.J. 
87.  Married,  3  children 
After  WWII  Navy  stint,  took  over  family's 
grain-  and  sugar-trading  operations.  Added 
heavy-equipment  leasing  (railcars,  forklifts, 
tractors),  lease  financing,  investment  bank- 
ing, real  estate:  developing  170  acres  prime 
commercial  space  along  New  Jersey's  1-78 
corridor. 


David  Mandelbaum 

$900  million 

rnsn]  Real  estate.  Livingston,  N.J. 

69.  Married,  4  children 
Harvard-educated  attorney  formed  Inter- 
state Properties  investment  partnership 
with  Steven  Roth  (see)  and  Russell  Wight 
in  1968.  Today  Interstate  owns  shares  in 
Vornado  Realty  and  Alexander's.  This 
summer  joined  fellow  real  estate  investor 
Zygi  Wilf  in  S600  million  purchase  of 
NFL's  Minnesota  Vikings. 


Walter  Shorenstein 

$900  million 

Real  estate.  San  Francisco. 

90.  Widowed,  2  children 

Onetime  owner  of  20%  of  San  Francisc 

space  has  been  seller  in  recent  years:  "Sa 

Francisco  is  a  great  city,  but  sometime 

you  have  to  play  defense."  Still  holds  maj 

stakes  in  3  million  square  feet  around  U.! 

Son,  Douglas,  runs  property  investmer 

funds  with  12  million  more  feet. 


Guilford  Glazer 

$900  million 

Shopping  malls.  Beverly  Hills,  Calif. 
84.  Divorced,  remarried;  2  children 
Welder's  son  grew  up  in  Knoxville,  Tenn. 
College,  then  Navy  service  during  WWII.  Re- 
joined family  business,  expanded  into  real 
estate  with  apartment  building  for  widowed 
mother.  Built  shopping  centers  1950s  and 
1960s;  moved  to  Los  Angeles  for  better  cli- 
mate, opportunities.  Opened  2.5-million- 
square-foot  Del  Amo  Fashion  Center  1971 
in  Torrance,  Calif.;  sold  to  Mills  REIT  for 
S442  million  in  2003. 


Marvin  Oates 

$900  million 
Real  estate.  Sacramento,  Calif. 
82.  Divorced,  5  children 
WWII  vet  dislodged  bomb  from  his  B-2* 
emerged  a  war  hero.  Became  locksmith  wit 
$2,000  saved  from  Army.  Expanded  into  rfi 
tail  chain  A&A  Key  &  Builders  Supply.  Weri 
into  construction,  commercial  developmer 
1 960s  as  Buzz  Oates  Enterprises.  Today  sell 
SI 00  million  in  commercial  property  a  yea 
manages  20  million  square  feet.  Endorse 
conservative  Christian  groups.  Claims  foe 
of  Patriot  Act  not  looking  after  long-tern 
welfare  of  America. 


Chicago's  SAM  ZELL  used  to  buy  distressed  real  estate.  New  favorites:  prime  properties. 
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'HE  CEO  IS  WATCHING. 
'HE  BOARD  IS  WATCHING. 
iVERYONE  IS  WATCHING. 

fou  tested  that 
T  project...right? 


/ith  so  much  riding  on  your  high  profile  IT  projects,  you  cant 
fford  to  overlook  testing.  IT  failures  strike  at  the  worst  time,  you  never 
?e  them  coming,  and  the  consequences  are  often  devastating.  And  a  highly 
sible  failure  will  undermine  yovur  company's  credibility.  Not  to  mention  your 
edibility.  Luckily,  Spirent  can  help.  Our  network  testing  solutions  allow  you  to 
st  your  voice,  video,  and  data  applications  before  you  deploy  them.  You  can 
inimize  the  chance  of  failure.  You  can  isolate  security  vulnerabilities.  And  you 
in  also  reduce  operating  costs.  Download  our  revealing  white  paper  online  at 
ww.spirentcom.com/go/strategicIT  or  call  1-800-927-2660. 


SPIRENT 

Communications 


Analyze  I  Assure  Accelerate' 


FORBES  400 


J.  Christopher  Flowers 

$890  million 

Investments.  New  York  City. 
47.  Married,  2  children 
Harvard  grad  got  start  at  Goldman  Sachs; 
made  partner  1988.  Left  to  start  own  buy- 
out shop  a  decade  later.  With  partner,  Rip- 
plewood  Investments,  bought  Japanese  bank 
Long  Term  Credit  Bank  of  Japan  in  2000. 
Renamed  Shinsei  Bank,  cut  jobs,  fixed  bal- 
ance sheet.  Partners  reaped  $2.3  billion  last 
February  in  public  offering;  held  on  to  6.5% 
stake  worth  $600  million.  Spends  free  time 
playing  chess,  squash. 

Frederick  (Ted)  Field 

$875  million 
Inheritance.  West  Hollywood,  Calif. 
53.  Thrice  divorced,  8  children 
Heir  to  the  Marshall  Field  &  Co.  retail-and- 
media  empire  prompted  breakup  of  fifth- 
generation  Chicago  fortune  after  falling-out 
with  half-brother  Marshall  Field  V. 
Reinvested  proceeds  in  Hollywood:  bought, 
sold  movie-camera  company  Panavision; 
launched  Interscope  Communications 
(movies,  music).  Chairman  of  ArtistDirect; 
big  Democratic  supporter. 

Marc  B.  Nathanson 

$860  million 

Cable,  investments.  Los  Angeles. 

60.  Married,  3  children 

Sold  cable  subscriptions  door-to-door  while 

attending  U.  of  Denver.  After  college  took 


job  managing  Malibu-based  Able  Cable 
1969.  Worked  for  Jack  Kent  Cooke,  led 
marketing,  programming  division  at 
TelePrompTer;  left  after  3  years.  Started  Fal- 
con Cable  1975;  sold  24  years  later  for  $3.7 
billion  to  Paul  Allen's  Charter  Communica- 
tions. Reinvests  proceeds  via  Mapleton  In- 
vestments: real  estate,  radio  stations.  Avid  fly 
fisherman. 

Jeffrey  Katzenberg 

$860  million 

DreamWorks.  Bex'erly  Hills,  Calif. 
54.  Married,  2  children 
Cartoon  king  experiencing  bumpy  ride  run- 
ning DreamWorks  Animation,  the  company 
he  recendy  took  public  with  partners  Steven 
Spielberg  and  David  Geffen  (see  both).  Gave 


analysts  reasonable  projection  of  DVD  sales 
for  Shrek  2  after  the  ogre  flick  grossed  $9 If 
million  at  the  box  office.  When  sales  came 
up  short,  analysts  squawked,  and  the  stock 
plunged.  No  matter:  follow-up  film, 
Madagascar,  was  rare  summer  blockbuster. 


Roger  Milliken 

$850  million 

Textiles.  Spartanburg,  S.C. 
89.  Widowed,  5  children 
Grandfather  bought  distressed  textile  mills, 
built  Milliken  &  Co.  into  nation's  largest  tex- 
tile firm.  Roger  became  president  1947,  ex- 
panded into  specialty  fabrics,  chemicals,  car- 
pets. These  days  expanding  fight  on  Capitol 
Hill:  ardent  protectionist,  vocal  critic  of  free 
trade  agreement  with  Central  America. 
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It  can  be  pretty  rough  out  there.  That's  why  YahoO!  Finance  helps  serious  investors  weather 
the  ups  and  downs  of  the  markets  with  the  most  up-to-the-minute  financial  information 
available  anywhere.  From  stock  quotes  to  business  news  and  expert  analysis,  it's 
everything  you  need  to  come  out  on  top.  To  get  started,  go  to  Yahoo!  and  click  on  Finance. 


Yahoo? 

FINANCE 


S)  2005  Yahoo!  Inc.  All  rights  reserved. 


WHAT  TOOK  YOU  A  LIFETIME  TO  LEAFI 


Strokes  are  the  number-three  killer  in  this  country,  yet  many  people  don't  even  know  what  they  are. 
They  don't  know  that  more  of  the  brain  can  be  saved  if  a  Stroke  is  detected  and  treatment  is  received 
immediately.  Strokes  begin  when  a  blood  vessel  in  the  brain  becomes  blocked  or  Bursts.  Blood  flow 
is  cut  off.  Tissue  is  starved  for  oxygen,  and  parts  of  the  brain  die.  If  not  treated  quickly,  abilities  and 
productive  life  can  be  lost.  Learn  to  spot  the  warning  signs  of  a  stroke  at  StrokeAssociation.org  or 
1-888-4-STROKE,  and  act  quickly.  Your  brain  is  your  most  prized  possession.  Guard  it  with  your  life. 


N  BE  LOST  IN  MINUTES 


WITH  A  STROKE,  TIME  LOST  IS  BRAIN  LOST. 

If  you  suddenly  have  or  see  any  of  these  symptoms,  call  9-1-1  immediately: 
Numbness  or  weakness  of  the  face,  arm  or  leg,  especially  on  one  side 
of  the  body  •  Confusion,  trouble  speaking  or  understanding  • 
Difficulty  seeing  in  one  or  both  eyes  •  Trouble  walking,  dizziness,  loss  of  balance 
or  coordination  •  Severe  headache  with  no  known  cause 

Learn  more  at  StrokeAssociation.org  or  1  -888-4-STROKE. 


American  Stroke 
Association 


©2004  American  Heart  Association  a  Division  ol  American 

Made  possible  in  part  by  a  generous  grant  from  The  Bugher  Foundation.  Heart  Association 
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Abele,  John  E  Z3Z 
Boston  Scientific.  ($3.3  BILLION) 

b7 

Abraham,  b  Daniel  dAb 
Slim-Fast.  ($1.8  BILLION) 

tCA 

lo4 

Aoelson,  Sheldon  IbZ 
casinos,  hotels.  ($11.5  BILLION) 

IK 

Allen,  Herbert  Jr  \co 

investment  banking.  ($2  BILLION) 

110 

loo 

Allen,  Paul  Gardner 

Microsoft,  investments.  ($22.5  BILLION) 
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0 

Anderson,  John  Ib4 
investments.  ($1.4  BILLION) 

£03 

Annenberg,  Leonore  154 
Triangle  Publications.  ($2  BILLION) 

111 
100 

Anschutz,  Philip  r  Ibb 

investments.  ($7.2  BILLION) 

Zo 

Anseimo,  Mary  nu 
PanAmSat.  ($900  MILLION) 
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Ansin,  tdmund  Newton  loo 

Sunbeam.  ($1.1  BILLION) 
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Anthony,  Barbara  uox  i4o 

Cox  Enterprises.  ($12.5  BILLION) 

19 

Argyros,  beorge  <iUd 
investments.  ($1.3  BILLION) 

9  CO 

Arison,  Micky  204 

Carnival  Cruises.  ($5.8  BILLION) 

37 

Arnall,  Roland  216 

mortgage  banking.  ($3  BILLION) 

73 

Arrillaga,  John  306 

real  estate.  ($1  BILLION) 

346 

B 

Bacon,  Louis  Moore  146 

hedge  funds.  ($1  BILLION) 

346 

Bailey,  Thomas  128 
mutual  funds.  ($1.1  BILLION) 

320 

Ballmer,  Steven  102 
Microsoft.  ($14  BILLION) 

II 

Bass,  Edward  290 
oil,  investments.  ($1.2  BILLION) 

283 

Bass,  Lee  290 
oil,  investments.  ($2  BILLION) 

133 

Bass,  Perry  290 

oil,  investments.  ($1.2  BILLION) 

283 

Bass,  Robert  288 

oil,  investments.  ($3  BILLION) 

73 

Bass,  Sid  290 

oil,  investments.  ($2  BILLION) 

133 

Batten,  Frank  Sr  156  235 

Landmark  Communications.  ($1.4  BILLION) 

Bechtel,  Riley  218  109 

engineering,  construction.  ($2.4  BILLION) 


Name 


Rank  Name 


Bechtel,  Stephen  Jr  216  .  109 

engineering,  construction.  ($2.4  BILLION) 

Berg,  Carl  302  283 

real  estate,  venture  capital.  ($1.2  BILLION) 


Bezos,  Jeffrey  P 
Amazon.  ($4.8  BILLION) 


102 


Blank,  Arthur 

Home  Depot.  ($1.3  BILLION) 


208 


Bluhm,  Neil 

real  estate.  ($1.4  BILLION) 


302 


Bose,  Amar  Gopal 
Bose.  ($1.2  BILLION) 


240 


Bren,  Donald 

real  estate.  ($5.7  BILLION) 


298 


Brin,  Sergey 
Google.  ($11  BILLION) 


102 


Broad,  Eli 

investments.  ($5.5  BILLION) 


170 


Bronfman,  Edgar  Sr 
liquor.  ($3  BILLION) 


194 


Brown,  John 
Stryker.  ($1.1  BILLION) 


Buck,  Peter 

Subway.  ($1.5  BILLION) 


248 


Bucksbaum,  Matthew* 

real  estate.  ($2.4  BILLION) 


298 


42 


Bisciottl,  Stephen  J  212  378 

outsourcing,  football.  ($960  MILLION) 


258 


Blavatnik,  Leonard  288  61 

Access  Industries.  ($3.5  BILLION)  

Blixseth,  Timothy-*  306  346 
timberland,  real  estate.  ($1  BILLION)  

Bloomberg,  Michael  150  40 

Bloomberg  LP  ($5.1  BILLION) 


235 


Booth,  Franklin  Otis  Jr  248  181 

Berkshire  Hathaway.  ($1.7  BILLION) 


283 


Bowes,  William  187  384 

venture  capital.  ($900  MILLION)  

Boyd,  William  0  164  235 

casinos,  banking.  ($1.4  BILLION)  

Brandes,  Charles  H*  124  133 

money  management.  ($2  BILLION) 


38 


16 


39 


73 


236  320 


207 


109 


Buffett,  Warren  92  2 

Berkshire  Hathaway.  ($40  BILLION)  

Burkle,  Ronald  174  112 

supermarkets,  investments.  ($2.3  BILLION) 

Burrell.  Gary  Lv  108  381 

navigation  equipment.  ($940  MILLION) 


Butt,  Charles 

supermarkets.  ($2.2  BILLION) 


244 


116 


Calamos,  John 

mutual  funds.  ($2.1  BILLION) 


124 


125 


Page 


Rar 


Cargill,  James 

inheritance.  ($1.8  BILLION) 

246 

16 

Cargill,  Margaret  Anne 

inheritance.  ($1.8  BILLION) 

246 

16 

Casden,  Alan  0 

real  estate.  ($1.2  BILLION) 

302 

28 

Case,  Steve 

AOL.  ($900  MILLION) 

110 

38 

Cathy,  S  Truett* 
Chick-fil-A.  ($900  MILLION) 

250 

38 

Cayne,  James  E  * 

Bear  Stearns.  ($900  MILLION) 

146 

38 

Chambers,  Anne  Cox              148  1 

Cox  Enterprises.  ($12.5  BILLION) 

Chaplin,  Harvey  &  family  196 

liquor,  wine  distribution.  ($1.2  BILLION) 

28 

Cohen,  Steven 

hedge  funds.  ($2.5  BILLION) 

124 

9 

Comer,  Gary 

Lands'  End.  ($1  BILLION) 

202 

34 

Connell.  Graver                   306  3fl 
real  estate,  heavy  equipment.  ($900  MILLION^ 

Connor,  William  E II 

exports.  ($1.2  BILLION) 

224 

28 

Cook,  Scott 

Intuit.  ($1.1  BILLION) 

108 

32 

Cook,  William 

medical  devices.  ($3.2  BILLION) 

162 

7 

Cooke,  Phoebe  Hearst 
Hearst  Corp.  ($1.9  BILLION) 

154 

IE 

Copley,  David  C 

newspapers.  ($1.2  BILLION) 

156 

28 

Crown,  Lester  &  family 

investments.  ($4  BILLION) 

170 

c 

Cuban,  Mark 

Broadcast.com.  ($1.8  BILLION) 

206 

IE 

D 

Davidson,  William 
glass.  ($3.5  BILLION) 

204 

1 

Davis,  Barbara  &  family* 

inheritance,  oil.  ($4  BILLION) 

288 

e 

Davis,  Jim  &  family* 

New  Balance.  ($1.6  BILLION) 

200 

19 

Day,  Robert  128 

money  management.  ($1.2  BILLION) 

28 

DeBartolo,  Edward  Jr  302 

shopping  centers.  ($1.4  BILLION) 

23 

DeLeon,  J  Russell* 

online  gaming.  ($1.8  BILLION) 

162 

16 

Dell,  Michael 
Dell.  ($18  BILLION) 

96 

DeLuca,  Fred 

Subway.  ($1.5  BILLION) 

248 

2G 

★  New  Entry  0  Returne 
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2005  the  PGA  TOUR  is  on  the  drive  to  a  billion  dollars  in  charitable  giving. 

inks  to  the  efforts  of  our  sponsors,  fans  and  volunteers,  the  tournaments  of  the  PGA  TOUR, 
3mpionsTour  and  Nationwide  Tour  give  back  to  over  2,000  local  charities  across  the  coun- 
every  year.  While  it's  exciting  to  reach  the  billion-dollar  milestone,  we're  even  more  excit- 
for  the  people  who've  been  helped  along  the  way. 


$1  BILLION 


These  Guys  are  Good 
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Rani 

DeVos,  Richard 
Alticor.  ($3.4  BILLION) 

216 

65 

Forstmann,  Theodore  0           146  ' 
leveraged  buyouts.  ($900  MILLION) 

384 

Gores,  Tom  126 
leveraged  buyouts.  ($1.7  BILLION) 

IB 

Oilier,  Barry 

InterActiveCorp.  ($1.3  BILLION) 

156 

258 

France,  James 

auto  racing.  ($1.6  BILLION) 

206 

198 

Goftesman,  David 
investments.  ($1  BILLION) 

186 

344 

Disney,  Roy  Edward 

Walt  Disney.  ($1.2  BILLION) 

158 

283 

France,  William  Jr 

auto  racing.  ($1.6  BILLION) 

206 

198 

Green,  David 

Hobby  Lobby.  ($2  BILLION) 

218 

131 

Doerr,  John  0 

venture  capital.  ($1  BILLION) 

187 

346 

Frank,  Sidney 
liquor.  ($1.8  BILLION) 

194 

164 

Green,  Pincus 

commodities.  ($1.2  BILLION) 

292 

28: 

Oolan,  Charles 

cable  television.  ($2.1  BILLION) 

206 

125 

Friedland,  Robert 
mining.  ($1.1  BILLION) 

184 

320 

Greenberg,  Maurice              232  71 
American  International  Group.  ($2.8  BILLION) 

Dolby,  Ray*  117 
Dolby  Laboratories.  ($1.4  BILLION) 

235 

Frist,  Thomas  F  Jr 

HCA  Healthcare.  ($1.7  BILLION) 

234 

181 

Griffin,  Kenneth 

hedge  funds.  ($1.5  BILLION) 

128 

20 

Dorrance,  Bennett 
inheritance.  ($1.7  BILLION) 

248 

181 

Frost,  Phillip 

Ivax  ($1.2  BILLION) 

236 

283 

Gross,  William  H 
bonds.  ($1.1  BILLION) 

145 

321 

Druckenmiller,  Stanley 
hedge  funds.  ($1.8  BILLION) 

126 

164 

Fung,  Victor 

distribution.  ($1.4  BILLION) 

223 

235 

H 

Duff  icld,  David 
PeopleSoft.  ($1.1  BILLION) 

110 

G 

Hall,  Donald 

Hallmark.  ($1.8  BILLION) 

238 

16- 

Duncan,  Dan  L 
energy.  ($6  BILLION) 

286 

34 

Gabelli,  Mario*  145 

money  management.  ($1  BILLION) 

346 

Hamilton,  Dorrance  Hill 

inheritance.  ($1  BILLION) 

248 

- 

E 

Gage,  Barbara  Carlson  &  family 
Carlson  Cos.  ($1.4  BILLION) 

190 

235 

Harbert,  Marguerite 

inheritance.  ($1.5  BILLION) 

292 

20' 

Edson,  John 

leisure  craft.  ($1  BILLION) 

246 

346 

Gallo,  Ernest 

196 

283 

Hayne,  Richard* 

200 

20' 

Egan,  Richard  J 

EMC  Corp.  ($1.3  BILLION) 

108 

258 

wine.  ($1.2  BILLION) 

Urban  Outfitters.  ($1.5  BILLION) 

Galvin,  Robert 

110 

320 

Hearst,  Austin 

154 

is: 

Ellison,  Lawrence  Joseph 
Oracle.  ($17  BILLION) 

98 

5 

Motorola.  ($1.1  BILLION) 

Hearst  Corp.  ($1.9  BILLION) 

Gates,  William  Henry  III 

90 

1 

Hearst,  David  Whitmire  Jr 

154 

is: 

Emmerson.  Archie  Aldis 

300 

207 

Microsoft.  ($51  BILLION) 

Hearst  Corp.  ($1.9  BILLION) 

timberland,  lumber  mills.  ($1.5  BILLION) 
Ergon.  Charles  150 

30 

Geffen,  David 

DreamWorks.  ($4.5  BILLION) 

150 

45 

Hearst,  George  Randolph  Jr 
Hearst  Corp.  ($1.9  BILLION) 

154 

15) 

EchoStar.  ($7.1  BILLION) 

Gerry,  Alan 

156 

258 

Hearst,  William  Randolph  III 

154 

13 

F 

cable  television.  ($1.3  BILLION) 

Hearst  Corp.  ($2  BILLION) 

Farmer,  Richard 

Cintas  Corp.  ($1.4  BILLION) 

202 

235 

Getty,  Gordon 

inheritance.  ($2.2  BILLION) 

194 

116 

Helmsley,  Leona 
hotels.  ($2.2  BILLION) 

188 

III 

Filo,  David 

Yahoo.  ($3  BILLION) 

104 

73 

Gilbert,  Daniel*  224 

Quicken  Loans.  ($900  MILLION) 

384 

Hendricks,  Kenneth  240 
building  supplies.  ($1.5  BILLION) 

20 

Fireman,  Paul 
Reebok.  ($1  BILLION) 

200 

346 

Glazer,  Guilford  306 

shopping  malls.  ($900  MILLION) 

384 

Herb,  Marvin                     248  321 

soft-drink  bottling,  real  estate.  ($1.1  BILLION) 

Fisher,  John 

Gap.  ($1.3  BILLION) 

200 

258 

Glazer,  Malcolm 
investments.  ($1.3  BILLION) 

208 

258 

Hillman,  Henry                  172  8: 

industrialist,  venture  capitalist.  ($2.7  BILLION) 

Fisher,  Kenneth  L  ★  145 

Money  management.  ($1.1  BILLION) 

320 

Goldsbury,  Christopher 

salsa.  ($1.4  BILLION) 

248 

258 

Hilton,  William  Barron 

hotels,  casinos.  ($1  BILLION) 

164 

341 

Fisher,  Robert 
Gap.  ($1.4  BILLION) 

200 

235 

Golisano,  B.  Thomas 
Paychex.  ($1.2  BILLION) 

224 

283 

Holding,  Robert  Earl  296 

energy,  resorts,  ranching.  ($1.5  BILLION) 

20 

Fisher,  William 
Gap.  ($1.4  BILLION) 

200 

235 

Gonda,  Leslie                     220  283 

International  Lease  Finance.  ($1.2  BILLION) 

Norton,  Donald  R* 
DRHorton.  ($1.4  BILLION) 

302 

23! 

Flatley,  Thomas 

real  estate.  ($1.3  BILLION) 

302 

258 

Gonda,  Louis                     220  181 
International  Lease  Finance.  ($1.7  BILLION) 

Hosterter,  Amos  Barr  Jr 

cable  television.  ($2.3  BILLION) 

152 

II 

Ford.  Gerald  J 

banking.  ($1.4  BILLION) 

183 

235 

Goodnight,  James 

SAS  Institute.  ($4.1  BILLION) 

104 

51 

Hsieh,  Ming* 

Cogent  Systems.  ($1.6  BILLION) 

106 

191 

Ford,  William  Clay  Sr 

Ford  Motor  Co.  ($1.2  BILLION) 

210 

283 

Gores,  Alec  128 
leveraged  buyouts.  ($1.2  BILLION) 

283 

Hubbard,  Stanley  S 
DirecTV.  ($1.2  BILLION) 

117 

28: 

*  New  Entry  0  Returne 
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Rajashree  and  Bikram  Choudhury,  Founders 
Bikram's  Yoga  College  of  India 


Bikram  &  Rajashree's  bank 

provides  a  private  banker  who  embraces  their  philosophy 
implements  their  financial  strategies  with  a  world  view 
fulfills  their  desire  for  both  personal  and  business  harmony 
has  the  uncommon  flexibility  to  quickly  meet  their  needs 
believes  a  client's  peace  of  mind  is  the  ultimate  goal. 


Invest  in  you 


The 

Private 

Banksm 


Banking  Services  •  Trusts  •  Investment  Management 

Beverly  Hills      Irvine  Los  Angeles       Palo  Alto 

San  Diego         San  Francisco      San  Jose  Seattle 


Portland 
Tacoma 


Rancho  Mirage 
Walnut  Creek 


Sacramento 


Visit  us  at  uboc.com 


D2005  Union  Bank  of  California,  N.A.  Member  FDIC 
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Page 


Hughes,  B.  Wayne  216 
Public  Storage.  ($3.2  BILLION) 


70 


Huizenga,  H  Wayne 
investments.  ($2  BILLION) 


126 


Jones.  Jerral  W  210 

Dallas  Cowboys,  oil  &  gas.  ($1.1  BILLION) 


Jones,  Paul  Tudor 

hedge  funds.  ($2  BILLION) 


124 


133 


Hunt,  Ray  290 

oil,  real  estate.  ($2.5  BILLION) 

93 

Huntsman,  Jon  238 

chemicals.  ($1.6  BILLION) 

198 

1 

Icahn,  Carl 

leveraged  buyouts.  ($8.5  BILLION) 

24 

Ingram,  Martha  &  family  188 

Ingram  Industries.  ($2.6  BILLION) 

89 

J 

Jackson,  Jess  194 
Kendall-Jackson.  ($1.8  BILLION) 

164 

Jacobs,  Irwin  106 

Qualcomm.  ($1.7  BILLION) 

181 

Jacobs,  Jeremy  212 
Delaware  North.  ($1  BILLION) 

346 

Jaharis,  Michael*  236 

pharmaceuticals.  ($1.5  BILLION) 

207 

Jamail,  Joseph  Jr  223 

lawsuits.  ($1.4  BILLION) 

235 

Jannard,  James  116 

Oakley.  ($1.5  BILLION) 

207 

Jobs,  Steve  104 

Apple  Computer,  Pixar.  ($3.3  BILLION) 

67 

Johnson,  Abigail  P  188 

Fidelity.  ($12.5  BILLION) 

12 

Johnson,  Barbara  Piasecka  232 

inheritance.  ($2.8  BILLION) 

78 

Johnson,  Charles  B  120 

Franklin  Resources.  ($3.7  BILLION) 

59 

Johnson,  Edward  III  120 

Fidelity.  ($6.5  BILLION) 

33 

Johnson,  H  Fisk  240 

SC  Johnson  &  Son.  ($1.5  BILLION) 

207 

Johnson,  Imogene  Powers  240 

SC  Johnson  &  Son.  ($1.5  BILLION) 

207 

Johnson,  Rupert  Harris  Jr  120 

Franklin  Resources.  ($3.1  BILLION) 

72 

Johnson,  S  Curtis  240 

SC  Johnson  &  Son.  ($1.5  BILLION) 

207 

Johnson-Leipold,  Helen  240 

SC  Johnson  &  Son.  ($1.5  BILLION) 

207 

Johnson-Marquart,  Winnie  240 
SC  Johnson  &  Son.  ($1.5  BILLION) 

207 

320 


133 


Joseph,  George 

insurance.  ($1.2  BILLION) 


236  -  283 


Kaiser,  George                    286  45 
oil  &  gas,  banking,  real  estate.  ($4.5  BILLION) 

Kao,  Min  108 
navigation  equipment.  ($1.4  BILLION) 

235 

Keinath,  Pauline  MacMillan  246 

inheritance.  ($1.2  BILLION) 

283 

Kelley,  Brad*  302 
tobacco.  ($1.3  BILLION) 

258 

Kellogg,  Peter  174 

investments.  ($2.2  BILLION) 

116 

Kellogg,  William  302 

Kohl's.  ($1.1  BILLION) 

320 

* 

Kerkorian,  Kirk  162 

investments,  casinos.  ($10  BILLION) 

19 

Kim,  James  &  family  108 
microchips.  ($1.3  BILLION) 

258 

Kinder,  Richard  290 
pipelines.  ($2.5  BILLION) 

93 

Kluge,  John  Werner  148 

Metromedia.  ($9  BILLION) 

23 

Knight,  Philip  198 
Nike.  ($6.9  BILLION) 

31 

Koch,  Charles  286 
oil,  commodities.  ($4.5  BILLION) 

45 

Koch,  David  286 

oil,  commodities.  ($4.5  BILLION) 

45 

Kohlberg,  Jerome  128 

leveraged  buyouts.  ($1.2  BILLION) 

283 

Kohler,  Herbert  &  family  238 
plumbing  fixtures.  ($2.1  BILLION) 

125 

Kovner,  Bruce  122 

hedge  funds.  ($2.5  BILLION) 

93 

Kraft,  Robert*  210 

New  England  Patriots.  ($1.1  BILLION) 

320 

Krasny,  Michael  223 
CDWCorp.  ($1.6  BILLION) 

198 

Kravis,  Henry  122 

leveraged  buyouts.  ($2.5  BILLION) 

93 

Kroenke,  Ann  Walton  204 

Wal-Mart.  ($2.6  BILLION) 

89 

Kroenke,  E  Stanley  204 

sports,  real  estate.  ($1.8  BILLION) 

164 

Krohn,  Tracy*  296 
W&T  Offshore.  ($1.1  BILLION) 

320 

L 

Lamport  Edward  120 

investments.  ($3.5  BILLION) 

61 

Langone,  Kenneth 

investments.  ($1.1  BILLION) 


184 


320 


Lauder,  Leonard 

Estee  Lauder.  ($3  BILLION) 


198 


Rani 

7: 


Lauder,  Ronald  198  8: 

Estee  Lauder.  ($2.7  BILLION)  

Lauren,  Ralph  198  6 

fashion.  ($3.3  BILLION) 


Laurie,  Nancy  Walton 
Wal-Mart.  ($2.2  BILLION) 

218 

mi 

Lee,  Thomas  128 
leveraged  buyouts.  ($1.3  BILLION) 

25* 

Leprino,  James* 
cheese.  ($1.3  BILLION) 

248 

25E 

Lerner,  Nancy 

inheritance.  ($1.3  BILLION) 

208 

25c 

Lerner,  Norma 
inheritance.  ($1.3  BILLION) 

208 

25f 

Lerner,  Randolph 
inheritance.  ($1.3  BILLION) 

208 

25c 

Lewis,  Peter  234 
Progressive  Corp.  ($1.9  BILLION) 

I5C 

Lindemann,  George  L  &  family 
investments.  ($1.5  BILLION) 

183 

207 

Lindner,  Carl  &  family 

investments.  ($2  BILLION) 

174 

13: 

Lucas,  George 

Star  Wars.  ($3.5  BILLION) 

152 

61 

M 

MacMillan,  Cargill  Jr 
inheritance.  ($1.2  BILLION) 

246 

282 

MacMillan,  John  III 

inheritance.  ($1.2  BILLION) 

246 

282 

MacMillan,  W  Duncan 

inheritance.  ($1.2  BILLION) 

246 

283 

MacMillan,  Whitney 

inheritance.  ($1.2  BILLION) 

246 

283 

Magerko,  Margaret  Hardy 
84  Lumber.  ($2  BILLION) 

190 

133 

Magness,  Gary 

inheritance.  ($900  MILLION) 

160 

384 

Malone,  John 

cable  television.  ($1.9  BILLION) 

156 

153 

Malone,  Mary  Alice 

inheritance.  ($1.7  BILLION) 

248 

181 

Mandelbaum,  David* 

real  estate.  ($900  MILLION) 

306 

384 

Mann,  Alfred  234 
inventor,  entrepreneur.  ($2.1  BILLION) 

129 

Manoogian,  Richard  Alexander 
Masco.  ($1  BILLION) 

242 

346 

Mansueto,  Joseph* 
Morningstar.  ($900  MILLION) 

160 

384 

Marcus,  Bernard 

Home  Depot.  ($2.2  BILLION) 

218 

116 

★  New  Entry  0  Returnee 
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Introducing... 

Forbe  sAuto  s .  com 


ForbesAutos . com  is  a  new  website  devoted  exclusively  to  luxury  vehicles. 
We  know  what  you  expect  from  a  luxury  vehicle.  Superior  handling.  Engineering' excellence. 
Incomparable  comfort.  Appointments  that  fit  your  personal  style.  Find  the  reviews, 
decision  guides,  photo  galleries  and  dealer  pricing  you  need  to  research 
and  buy  your  next  luxury  vehicle  at  ForbesAutos.com. 


\ Tisit  ForbesAutos.com 


today  for  a  chance  to 


SgA  wm  a  400-hp  Cadillac  CTS-7, 


J  valued  at  over  $50,000. 


No  Purchase  Necessary.  Game  ends  December  22, 2005  Musi  be  18  years  of  age  or  older  and  legal  resident  ol  the  US  to  enter 
See  Official  Rules  for  details.  Void  where  prohibited  MSRP  of  Grand  Prize  vehicle:  $49,995 


You've  worked  hard  to  earn  that  special  luxury  vehicle 
that  suits  your  passion  for  performance  and  style.  Find  it  at... 


■  com 


UXURY.  PERFORMANCE.  STYLE 


There's  a  place  where  seamless  views  let  me  touch  the  sky. 
Where  requests  are  only  limited  by  my  imagination. 
And  I  feel  removed  from  the  world  while 
being  ensconced  at  the  center  of  it. 
The  place  is  Trump  International. 


With  remarkable  views  and  an  unsurpassed  dedication  to  service, 
Trump  International  Hotel  <&  Tower,  New  York  offers  a  luxurious 
haven  for  discriminating  travelers  who  seek  the  utmost  in  discretion 
and  luxury.  Perhaps  that's  why  the  readers  of  Conde  Nast  Traveler 
voted  Trump  International  the  top  hotel  in  America. 


For  reservations  contact  your  travel  professional 
or  call  (888)  44-TRUMP. 


One  ol 

cIbfF]eadmgHotels  ofthdWorld ' 

©2005  Trump  International  Hotel  &  Tower.  All  rights  reserved. 


TRUMP 

INTERN  AJTJ  O  N  A  L 
HOTEL      6  TOWER 
ONE  CENTRAL  PARK  WEST 
NEW  YORK 

WWW.TRUMPINTL.COM 


Hope  is  more  powerful  than  a  hurricane. 

+ 


American 
Red  Cross 


1-800-HELP  NOW 
rede  ross.org 


LOCg  This  message  brought  to  you  by  the  American  Red  Cross  and  the  Ad  Council. 
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lank 

Marion,  Anne  Windfohr 

inheritance,  oil.  ($1  BILLION) 

296 

34E 

Marriott,  J  Wi  liar  d  Jr 
hotels.  ($1.5  BILLION) 

223 

207 

Marriott,  Richard 

hotels.  ($1.4  BILLION) 

223 

235 

Mars,  Forrest  Jr 

candy.  ($10  BILLION) 

244 

IS 

Mars,  Jacqueline 

candy.  ($10  BILLION) 

244 

IS 

Mars,  John  F 

candy.  ($10  BILLION) 

244 

IS 

Marshall,  E  Pierce  292 

Koch  industries.  ($1.7  BILLION) 

18 

Mathile,  Clayton  Lee 
lams.  ($1.9  BILLION) 

244 

is: 

Mays,  Lowry 

Clear  Channel.  ($1.1  BILLION) 

160 

32C 

McCaw,  Bruce  106 

McCaw  Cellular.  ($925  MILLION) 

382 

McCaw.  Craig 

104 

12! 

McCaw  Cellular.  ($2.1  BILLION) 

McCaw,  John  Jr  106 

McCaw  Cellular.  ($900  MILLION) 

McCombs.BJ  "Red"  156 

radio,  oil,  real  estate.  ($1.3  BILLION) 


McGovern,  Patrick  Joseph 
IDG.  ($2  BILLION) 

154 

13: 

McLane,  Robert  Drayton  Jr  210 

Wal-Mart,  logistics.  ($1.2  BILLION) 

28: 

McNair,  Robert 

energy,  sports.  ($1.4  BILLION) 

208 

23! 

Menard,  John  Jr  214 

home  improvement  stores.  ($5  BILLION) 

4 

Michelson,  Gary  Karlin* 

medical  patents.  ($1.3  BILLION) 

117 

251 

Milken,  Michael 

investments.  ($2  BILLION) 

116 

13! 

Mitchell,  George 

Mitchell  Energy.  ($2.5  BILLION) 

288 

9: 

Moore,  Gordon  Earle 

Intel.  ($4.6  BILLION) 

102 

4- 

Moran,  James  223 
auto  distributorships.  ($1.4  BILLION) 

231 

Morean,  William 

Jabil  Circuit.  ($1  BILLION) 

110 

341 

Moreno,  Arturo 
billboards.  ($1  BILLION) 

212 

341 

Morgridge,  John  P 

Cisco  Systems.  ($1.2  BILLION) 

108 

28: 

Munger.  Charles 

183 

23! 

Berkshire  Hathaway.  ($1.4  BILLION) 
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Murdoch,  Keith  Rupert 
News  Corp.  ($6.7  BILLION) 

150 

32 

Murdock,  David 

investments.  ($4  BILLION) 

170 

52 

N 

Naify,  Robert  Allen 

movie  theaters.  ($1.2  BILLION) 

158 

283 

Nelson,  Marilyn  Carlson  &  family  190 
Carlson  Cos.  ($1.4  BILLION) 

235 

Newhouse,  Donald 
publishing.  ($7.5  BILLION) 

148 

26 

Newhouse,  Samuel  1  Jr 
publishing.  ($7.5  BILLION) 

148 

26 

Nicholas,  Henry  III 
Broadcom.  ($2  BILLION) 

106 

133 

Nicholas,  Peter  232 
Boston  Scientific.  ($2.8  BILLION) 

78 

O 

Oates,  Marvin 

real  estate.  ($900  MILLION) 

306 

384 

Omidyar,  Pierre 
Ebay.  ($i0.2  BILLION) 

115 

18 

Opperman,  Dwight 

publishing.  ($975  MILLION) 

160 

375 

Osher,  Bernard  187 
banking,  investments.  ($900  MILLION) 

384 

P 

Page,  Larry 

Google.  ($11  BILLION) 

102 

16 

Parasol,  Ruth* 

online  gaming.  ($1.8  BILLION) 

162 

164 

Pasculano,  Lynne  &  family  250 
auto  parts,  candy.  ($950  MILLION) 

379 

Peery,  Richard 

real  estate.  ($1  BILLION) 

306 

346 

Peltz.  Nelson  145 
leveraged  buyouts.  ($1.1  BILLION) 

320 

Penske,  Roger 
cars.  ($2  BILLION) 

218 

133 

Perelman,  Ronald  166 
leveraged  buyouts.  ($6  BILLION) 

34 

Perenchio,  A  Jerrold 
Univision.  ($2.6  BILLION) 

152 

89 

Perez,  Jorge* 

Real  estate.  ($1.2  BILLION) 

304 

283 

Perot,  Henry  Ross                170  50 
computer  services,  real  estate.  ($4.2  BILLION) 

Pickens,  T  Boone  292 
oil  &  gas,  investments.  ($1.5  BILLION) 

207 

Pictet,  Marion  MacMillan 

246 

283 

inheritance.  ($1.2  BILLION) 


Name  Page  Rank 


Pohlad,  Carl  204 

banking.  ($2.8  BILLION) 

78 

Price,  Michael  128 
investments.  ($1.3  BILLION) 

258 

Pritzker,  Anthony  219 

hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  Daniel  219 

hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  James  219 
hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  Jay  Robert  219 

hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker.  Jean  (Gigi)  219 
hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  John  A  219 
hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  Karen  219 
hotels,  investments.  ($1.7  BILLION) 

181 

Pritzker,  Linda  220 
hotels,  investments.  ($1.5  BILLION) 

207 

Pritzker,  Nicholas  220 

hotels,  investments.  ($1.3  BILLION) 

258 

Pritzker,  Penny  219 

hotels,  investments.  ($1.8  BILLION) 

164 

Pritzker,  Thomas  219 
hotels,  investments.  ($1.9  BILLION) 

153 

Pulte,  William  300 

home  building.  ($1.8  BILLION) 

164 

R 

Rady,  Ernest  183 

banking,  insurance.  ($1.9  BILLION) 

153 

Rahr.  Stewart*  236 

Kinray.  ($1.5  BILLION) 

207 

Rainwater,  Richard               174  112 

real  estate,  energy,  insurance.  ($2.3  BILLION) 

Rales,  Mitchell  238 
Danaher  Corp.  ($2.1  BILLION) 

125 

Rales,  Steven  238 
Danaher  Corp.  ($2  BILLION) 

133 

Redstone,  Sumner  148 
Viacom.  ($8.4  BILLION) 

25 

Rich,  Marc  292 
commodities.  ($1.5  BILLION) 

207 

Rich,  Robert  Sr  115 

nondairy  creamer.  ($2.5  BILLION) 

93 

Ricketts,  Joseph  &  family  216 
Ameritrade.  ($2.5  BILLION) 

93 

Rizzuto,  Leandro  242 
Conair.  ($925  MILLION) 

382 

Roberts,  George  122 
leveraged  buyouts.  ($2.5  BILLION) 

93 

Robertson,  Julian  Jr  196  384 

money  management,  wine.  ($900  MILLION) 


Name  Page  Rank 


Robinson,  Jesse  Mack  186 
banking,  insurance.  ($1  BILLION) 

346 

Rock,  Arthur  186 
venture  capital.  ($1  BILLION) 

346 

Rockefeller,  David  Sr  288 
Standard  Oil,  banking.  ($2.5  BILLION) 

93 

Rockefeller,  Winthrop  296 

Standard  Oil,  banking.  ($1.2  BILLION) 

283 

Roski,  Edward  Jr  304 

real  estate.  ($1.1  BILLION) 

320 

Ross,  Wilbur  LJr  145 
leveraged  buyouts.  ($1  BILLION) 

346 

Roth,  Steven*  304 
real  estate.  ($1.1  BILLION) 

320 

Rowling,  Robert  286 
oil  &  gas,  hotels.  ($4.8  BILLION) 

42 

Ruffin,  Phillip  164 
casinos,  real  estate.  ($1.3  BILLION) 

258 

S 

Saban,  Haim  152 
television.  ($2.8  BILLION) 

78 

Sail.  John  104 
SAS  Institute.  ($2  BILLION) 

133 

Samueli,  Henry  106 
Broadcom.  ($1.8  BILLION) 

164 

Sandler,  Herbert  M  186 
banking.  ($1.1  BILLION) 

320 

Sandler,  Marion  193 
banking.  ($1  BILLION) 

346 

Sarofim.  Fayez  126 
money  management.  ($1.8  BILLION) 

164 

Saul,  Francis  II  183 
banking,  real  estate.  ($1.5  BILLION) 

207 

Scaife,  Richard  Mellon  184 

inheritance.  ($1.2  BILLION) 

283 

Schmidt,  Eric  104 
Google.  ($4  BILLION) 

52 

Schneider,  Donald  224 
trucking.  ($1.2  BILLION) 

283 

Schulze,  Richard  214 
Best  Buy.  ($3.7  BILLION) 

59 

Schwab,  Charles  214 
discount  stock  brokerage.  ($3.8  BILLION) 

58 

Schwarzman,  Stephen  A  122 

investments.  ($2.5  BILLION) 

93 

Scott,  Walter  Jr  106 

construction,  telecom.  ($1.6  BILLION) 

198 

Shorenstein,  Walter  306 
real  estate.  ($900  MILLION) 

384 

Shriram,  Kavitark  Ram*  108 
Google.  ($1.3  BILLION) 

258 
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real  esiaxe.  Vv'  dilliuiv 

204 

346 

Simon,  Melvin 

real  estate.  ($2.5  BILLION) 

204 

93 

Simons,  James 

hedge  funds.  ($2.7  BILLION) 

122 

83 

Simonyi,  Charles 
Microsoft.  ($1  BILLION) 

110 

346 

Simplot,  John  &  family  244 

potatoes,  microchips.  ($2.5  BILLION) 

93 

Smith,  Frederick 
FedEx.  ($1.7  BILLION) 

220 

181 

Smith,  Bruton  208 
Speedway  Motorsports.  ($1.5  BILLION) 

207 

Sobrato,  John  A 

real  estate.  ($2  BILLION) 

300 

133 

Solow,  Sheldon  0 

9  West  57th.  ($1  BILLION) 

304 

346 

Soon-Shiong,  Patrick 
generic  drugs.  ($2.2  BILLION) 

234 

116 

Sorenson,  James                 232  56 
medical  devices,  real  estate.  ($3.9  BILLION) 

Soros,  George 

hedge  funds.  ($7.2  BILLION) 

120 

28 

Spangler,  Clemmie  Jr 

investments.  ($2.2  BILLION) 

174 

116 

Spanos,  Alexander  Gus 

real  estate.  ($1.1  BILLION) 

210 

320 

Sperling,  John 

Apollo  Group.  ($1.9  BILLION) 

116 

153 

Sperling,  Peter 

Apollo  Group.  ($1.6  BILLION) 

116 

198 

Spielberg,  Steven 

movies.  ($2.7  BILLION) 

152 

83 

Stempel.  Ernest                   236  198 

American  International  Group.  ($1.6  BILLION) 

Stern,  Leonard 

real  estate.  ($2.7  BILLION) 

298 

83 

Stewart,  Martha  0  193 
Martha  Stewart  Living.  ($970  MILLION) 

377 

Stryker,  Jon 

StrykerCorp.  ($2  BILLION) 

232 

133 
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Stryker,  Pat 

StrykerCorp.  ($1.7 BILLION) 

196  . 

181 

Stryker,  Ronda 

StrykerCorp.  ($2.2 BILLION) 

232 

116 

T 

Taubman,  Alfred 

real  estate.  ($1.1  BILLION) 

304 

320 

Taylor,  Glen 

printing.  ($2.1  BILLION) 

206 

125 

Taylor,  Jack  214 
Enterprise  Rent-A-Car.  ($6  BILLION) 

34 

Taylor,  Phyllis* 

Taylor  Energy.  ($1.2  BILLION) 

193 

283 

Teel,  Joyce  Raiey 
supermarkets.  ($1.1  BILLION) 

250 

320 

Tepper,  David* 

hedge  funds.  ($1.2  BILLION) 

128 

283 

Tisch,  Preston  Robert 

Loews.  ($3.9  BILLION) 

172 

56 

Tisch.  Wilma  S  &  family 

Loews.  ($1.2  BILLION) 

172 

283 

Troutt,  Kenny  224 

Excel  Communications.  ($1.1  BILLION) 

320 

Trump,  Donald 

real  estate.  ($2.7  BILLION) 

298 

83 

Turner,  Ted 

cable  television.  ($2  BILLION) 

154 

133 

Tyson,  Donald 
chicken.  ($1  BILLION) 

250 

346 

U 

Udvar-Hazy,  Steven               218  125 
International  Lease  Finance.  ($2.1  BILLION) 

Ueltschi,  Albert  Lee  223 

FlightSafety  International.  ($1.3  BILLION) 

258 

V 

Van  Beuren,  Hope  Hill 
inheritance.  ($1  BILLION) 

248 

346 

W 

Wagner,  Todd  R 

Broadcast.com.  ($1  BILLION) 

110 

346 

Wain.  Ted 

Gateway.  ($1.3  BILLION) 

108 

258 

Walton,  Alice 

Wal-Mart.  ($15.5  BILLION) 

100 

9 

Walton,  Christy* 

Wal-Mart.  ($15.7  BILLION) 

100 

6 

Walton,  Helen 

Wal-Mart.  ($15.4  BILLION) 

100 

10 

Walton,  Jim 

Wal-Mart.  ($15.7  BILLION) 

100 
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Walton,  S  Robson 

Wal-Mart.  ($15.6  BILLION) 

100 

a 

Warner,  Ty 

Beanie  Babies.  ($4.4  BILLION) 

238 

49 

Washington,  Dennis 

investments.  ($2.5  BILLION) 

172 

93 

Watkins,  Edward  G  III  242 

security  systems.  ($950  MILLION) 

379 

Weber,  Charlotte 

inheritance.  ($1.1  BILLION) 

248 

320 

Weill,  Sanford 

Citigroup.  ($1.4  BILLION) 

184 

235 

Wexner,  Leslie 

Limited  Brands.  ($2.6  BILLION) 

200 

89 

White,  Dean  224 
billboards,  hotels.  ($1.2  BILLION) 

283 

Whitman,  Margaret 
Ebay.  ($1.5  BILLION) 

190 

207 

Williams,  Arthur 
insurance.  ($1.5  BILLION) 

236 

207 

Winfrey,  Oprah 
television.  ($1.4  BILLION) 

193 

235 

Wiskemann,  Elizabeth 
mutual  funds.  ($1.4  BILLION) 

184 

235 

Wrigley,  William  Jr 

chewing  gum.  ($3.4  BILLION) 

244 

65 

Wyly,  Samuel 

investments.  ($1  BILLION) 

186 

349 

Wynn,  Stephen 

casinos,  hotels.  ($1.8  BILLION) 

162 

164 

Y 

Yang,  Jerry 

Yahoo.  ($2.5  BILLION) 

104 

93 

Z 

Zell.  Samuel 

real  estate.  ($2.3  BILLION) 

300 

112 

Ziff,  Daniel  126  207 

inheritance,  hedge  funds.  ($1.5  BILLION) 

Ziff,  Dirk  126  207 

inheritance,  hedge  funds.  ($1.5  BILLION) 
Ziff,  Robert  126  207 

inheritance,  hedge  funds.  ($1.5  BILLION) 

Zucker,  Jerry*  242  346 

industrialist.  ($1  BILLION)  

Zuckerman,  Mortimer  300  153 

Boston  Properties,  media.  ($1.9  BILLION) 
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Business  Committee  for  the  Arts,  Inc. 
Bringing  business  and  the  arts  together. 

For  information  and  2006  nomination  guidelines 
visit  www.bcainc.org. 


THE  BCA  TEN  arc  the  best  companies  -  large 
and  small  -  supporting  the  arts  in  America.  They 
set  the  standard  for  excellence  by  enriching  the 
workplace,  education  and  the  community,  and 
serve  as  role  models  for  others  to  follow. 

American  Airlines 

Dallas/Fort  Worth,  Texas 

American  Century  Investments 

Kansas  City,  Missouri 

Deere  &  Company 

Moline,  Illinois 

Meredith  Corporation 

Des  Moines,  Iowa 

Norfolk  Southern  Corporation 

Norfolk,  Virginia 

Shugoll  Research 

Bethesda,  Maryland 

The  First  American  Corporation 

Santa  Ana,  California 

United  Technologies  Corporation 

Hartford,  Connecticut 

Vinson  &  Elkins  L.L.P. 

Houston,  Texas 

Wells  Fargo  &  Company 

San  Francisco,  California 


Whst  Design 


Advertisement 


MBA  Course 


Cass  Business  School 

City  of  London 


Whether  you  are  interested  in  an  MBA  or  a  specialist 
Masters,  Cass  has  a  course  to  suit  your  needs. 

On  a  Cass  MBA,  you'll  be  taught  the  theory  and 
the  reality.  And  with  links  to  business  and 
worldwide  networks,  we  offer  a  truly  international 
platform  for  you  to  accelerate  your  career.  Our 
MScs  have  been  developed  to  meet  the  needs  of 
employers  in  the  global  business  and  financial 
communities  and  are  taught  by  an  internationally 
renowned  faculty  and  practitioners. 


London  is  coming  your  way 


If  you  only  visit  one  stand  at  the  World  MBA  Tour, 
be  sure  it's  ours.  Make  a  date  to  visit  us  at  one  of 


cass  means  bus^eS* 


the  cities  below: 

• 

11  September 

Los  Angeles 

13  September 

San  Francisco 

1 5  September 

Seattle 

1 7  September 

New  York 

22  September 

Washington 

25  September 

Toronto 

27  September 

Boston 

29  September 

Chicago 

Register  at  www.topmba.com 

Visit  www.cass.city.ac.uk 

for  more  information  on  our  courses. 


The  Business  School  offers  specialist  Masters  courses  in  the  following  areas:  International  Accounting,  Actuarial  Science, 
Banking,  Energy,  Charity,  Entrepreneurship,  Finance,  Insurance  and  Risk  Management,  Investment  Management,  Logistics, 
Management,  Mathematical  Trading,  Pensions  Science,  Property  Valuation,  Quantitative  Finance,  Real  Estate  Investment  Shipping. 
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International  Business  Education  Forbes 


We  know  what 


you  are  looking  for 


Cranfield 

 /  UNIVERSITY 

School  of  Management 


Our  MBA  graduates  earn  the  4th  highest  average  salary  in  Europe, 


demonstrating  a  proven  track  record  in  career  development.* 


We  deliver  a  one-year  MBA  which  provides  a  real 
return  on  your  investment  in  time  and  money 

-  exactly  what  you  are  looking  for. 

Over  90%  of  our  faculty  have  real  business  experience, 
so  what  they  teach  you  is  practical  and  relevant. 
Our  approach  ensures  that  you  study  MBA  topics  suitable 
for  senior  management  -  global  vision,  leadership, 
>    entrepreneurship,  team  working  and  personal  awareness 

-  skills  employers  are  looking  for. 


For  further  details  please  contact  Maureen  Williams, 
MBA  Marketing  Manager. 

\    Tel:  +44  (0)1234  754  386 

Email:  m.williams@cranfield.ac.uk 


•  International  students  with  significant  work  experience 

•  A  tripie-accredited  MBA 

•  Full-time  MBA  -  an  intensive  12-month  programme 

•  Executive  MBA  -  a  2-year  programme  studied  either 
part-time  or  modular. 
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Accredited  by 

Association 
of  MB  As 


EQUIS 


ALCRtDITtD 


www.cranfieldMBA.biz/fbs 


Kotlei-KeHgr 


Access  the  Expert! 


Tuck  Professor  Kevin  Lane  Keller,  coauthor  with  Philip 
Kotler  of  the  authoritative  Marketing  Management, 
leads  two  dynamic  programs  this  autumn. 


1 

Wa 


Maximizing  Marketing  Productivity  and  Profitability 

October  2-6,  2005  •  Hanover,  N.H. 

New  Branding  Imperatives:  Creating  and  Leveraging 
Brand  Value 

October  23-25,  2005  •  Hanover,  N.H. 


Tuck  Executive  Education  at  Dartmouth 


Thought  leadership.  Business  results. 
www.tuck.dartmouth.edu/exec  603-646-2839  tuck.exec.edi&dartmouth.edu 


o  advertise  contact  Robert  Read  at  Impact  Media  -  Tel  +44  20  7812  6407.  Email  r.read@impact-media-eroup.com 
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Antique  Roadshow 

Upgrade  from  coach?  "Never!"  say  fans  of  horse-drawn  travel,  clip-clopping  across 

Europe  in  an  1870s  mail  carrier. 
By  Emily  Lambert 


CINDERELLA  NOTWITHSTAND- 
ing,  traveling  by  coach  isn't  all 
glass  slippers  and  romance — as 
we  discovered  during  a  horse- 
drawn  transit  of  the  Alps  this 
June.  Our  gleaming  three-ton  black-and- 
yellow  Holland  &  Holland  coach  (made  in 
1875  by  what  may  have  been  a  predeces- 
sor to  the  outfit  that  now  makes  shotguns 
and  pouffy  vests)  had  just  crested  the 
Spliigen  Pass  (6,900  feet)  and  was 
descending  from  Switzerland  into  Italy.  As 
we  slowed  to  negotiate  a  hairpin  turn,  the 
driver  of  a  car  behind  us  grew  restive.  Our 
coachman,  Andreas  Nemitz,  gestured  for 
him  to  be  patient,  but  suddenly  the  driver 
tried  to  squeeze  alongside.  "Pazzo!" 
("Crazy!")  yelled  Nemitz,  whipping  the 
man's  windshield  with  his  crop. 

Then  there  was  the  time  a  year  ago 
when,  in  a  dark  tunnel,  the  driver  of  an 
oncoming  car  became  so  unnerved  at  the 
sight  of  Nemitz's  lantern-lit  coach  that  he 
backed  up  into  the  wall.  Another  motorist 
put  out  his  cigarette  on  a  horse's 
flank.  For  the  most  part,  however, 
I  was  impressed  by  how  well  cars 
avoided  killing  us. 

Coachman     Nemitz,  66, 
regards  such  annoyances  as  the 
cost  of  doing  business.  Once  an 
apprentice  on  the  Bavarian  Royal 
Private  Stud  Farm,  he  spent  12  years  in  the 
German  navy,  followed  by  a  hitch  with  the 
German  Ministry  of  Defense.  He  bought  a 
horse  in  1973,  when  gasoline  prices  made 
it  seem  that  cars  were  going  out  of  style. 
He  began  collecting  horse-drawn  vehicles 
shortly  thereafter,  offering  trips  by  coach 
and  carriage  as  a  way  to  underwrite  his 
costly  hobby.  His  company,  Coaching  in 
Bavaria,  has  three  employees  and  a  fleet 
that  includes  two  coaches,  two  post 
omnibuses,  four  smaller  sporting  vehicles 
and  a  hearse. 

The  trip  we  took — the  200-mile  Lin- 
dau  Messenger  tour — follows  the  route  of 
the  Lindau  messengers,  couriers  who 
from  1322  to  1824  traveled  between  Lin- 
dau (in  southern  Germany)  and  Milan, 
delivering  mail  and  passengers  by  coach. 
The  messengers  took  five  days.  Nemitz 
takes  12,  stopping  at  inns.  Wherever  possi- 
ble he  tries  to  take  roads  like  those  on  the 
original  route — narrow,  twisting  and 


Whoopsidaisy:  passengers  enjoy  unobstructed 
views  but  must  duck  to  avoid  being  smacked 
by  branches,  bridges.  Coachman  Nemitz 
gets  a  warm  greeting  in  every  hamlet. 


"Pazzo!"  ("Crazy!")  yelled 
Nemitz,  WHIPPING  THE 
MAN'S  WINDSHIELD 

 with  his  crop. 

today  largely  untraveled.  The  tour  is  one 
of  16  itineraries  Nemitz  offers,  priced 
from  339  euros  ($420,  for  a  two-day  tour 
in  Bavaria)  to  5,500  euros  ($6,800,  for  the 
12-day  Mozart  journey  from  Vienna  to 
Prague).  On  some  trips  the  costs  of  food 
and  lodging  are  included;  on  others,  not. 

Nemitz  looks  like  a  Santa  who 
trimmed  his  beard  and  traded  up  from 
reindeer.  He  is  the  kind  of  man  you'd  trust 
to  lead  you  in  the  direction  of  good  food, 
and  my  five  fellow  passengers  and  I  ate 
often  and  well,  dining  on  such  regional 
specialties  as  capuns,  a  creamy  pasta  dish 
with  ham  and  chard,  and  bitto,  a  cheese 
produced  only  in  the  summer  using  fresh 
milk  helicoptered  down  from  the  high 
passes.  The  horses,  meanwhile— Wizgun, 
Rex,  Werset,  Conte  and  Herkules — each 
ate  20  pounds  of  oats  and  drank  six  gal- 
lons of  water  per  day. 

Our  lodgings  were  always  charming, 
occasionally  luxurious.  In  Reichenau  we 


stayed  in  an  ancient  hostelry  owned  by  a 
baron  who  lives  across  the  road.  The  staff 
prepared  a  meal  that  included  white 
asparagus  and  a  white  wine  not  found 
outside  the  region.  At  the  Hotel  Belvedere 
in  Bellagio  my  room  had  high  ceilings,  a 
big  comforter,  marble  basin  and  a  huge 
private  deck  with  a  view  of  the  lake. 

Depending  on  the  terrain,  each  day's 
ride  can  be  exciting,  relaxing  or  both.  In 
any  case  it's  slow — usually  3  to  10  miles 
per  hour — and  made  surprisingly  com- 
fortable by  the  four  "telegraph  springs" 
between  the  axles  and  coach  body. 

Our  motive  power:  five  gray-and-white 
horses — three  out  front  and  two  behind 
them.  Nemitz  sits  up  front,  dressed  in  a  red 
vest  and  white  riding  pants.  His  assistant 
coachman,  Paul  Bennett,  acts  as  groom 
and  applies  the  drag  shoe.  This  is  part  of 
the  braking  system — a  piece  of  metal  put 
underneath  one  of  the  back  wheels  on  ex- 
treme slopes.  During  our  steep  cliffside  de- 
scent from  Montespluga,  Italy,  a  block  of 
wood  was  slipped  underneath  the 
shoe  to  increase  friction  even  fur- 
ther. This  got  so  hot  it  smoked.  Al- 
together we  burned  through  two  or 
three  such  blocks. 

Though  the  coach  has  an 
enclosed  interior,  passengers  usu- 
ally sit  topside  on  benches,  the  bet- 
ter to  take  in  the  passing  show:  the  wind 
and  sun,  fresh  air,  wildflowers,  townspeo- 
ple waving  and,  of  course,  die  occasional 
whiff  of  horse  emissions.  You're  close 
enough  to  nature  to  pick  cherries  off  the 
trees — and  to  be  hit  (if  you  don't  duck)  by 
low-hanging  branches. 

"The  coach  travels  at  a  speed  that  the 
soul  can  follow,"  says  Joseph  Jennings,  a 
New  Jersey  coach  aficionado  who  traveled 
with  Nemitz  through  the  Austrian  Alps  in 
1996.  That  same  year  passenger  Burton 
Closson  of  Cincinnati,  on  the  Lindau  tour, 
got  knocked  in  the  head  while  the  coach 
was  passing  under  a  bridge.  But  "every 
one  of  those  stops  was  memorable,"  Clos- 
son says,  explaining  why,  despite  a  black 
eye  and  a  permanent  indentation  in  his 
head,  he  signed  up  for  Nemitz's  trip 
through  Tuscany  in  1998. 

A  typical  day  goes  something  like 
this:  At  10  a.m.  Nemitz  sounds  a  brass 
hunting  horn  to  announce  departure. 
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Coaching:  U.S.  Division 


If  you  happened  to  be  near  Lenox,  Mass.  on  a  perfect  autumn  day  last  October,  you 
would  have  witnessed  New  World  coaching  in  all  its  glory.  There,  for  three  days,  12 
large  horse-drawn  vehicles  crisscrossed  the  Berkshires  carrying  men  in  top  hats  and 
women  in  dresses  and  gloves.  Police  escorts  accompanied  them.  Pedestrians,  non- 
plussed, waved. 

The  U.S.  coaching  community  has  two  clubs,  the  Coaching  Club  for  men  and  the 
World  Coaching  Club  for  women.  Last  year  in  Middleburg,  Va.  32  coaches  assembled  in 
what  may  have  been  the  biggest  U.S.  coaching  convocation  in  a  century. 

Bring  money.  In  1971  you  could  have  bought  an  antique  coach  for  $10,000  to 
$15,000.  Now  even  a  reproduction  coach  from  Poland  runs  $25,000,  and  the  price  for 
an  authentic  antique  is  closer  to  $100,000.  Martin  Auctioneers  sold  one  last  year  for 
$210,000.  A  harness  is  another  $20,000.  A  coaching  enthusiast  also  needs  to  keep  at 
least  four  horses,  staff  to  take  proper  care  of  them  and  trucks  to  transport  the  horses 
and  coach. 

Coaches  fall  into  one  of  two  main  categories:  Road  coaches,  used  to  transport 
passengers;  and  park  drags,  built  for  gentlemen  to  drive  on  social  outings.  Some  coach 
owners  also  own  carriages  (usually  smaller  than  coaches).  Part  of  the  fun  is  the  proto- 
col—dressing appropriately  and  using  the  correct  accoutrements  for  the  vehicle.  On  a 
park  drag  coach,  two  grooms  wear  livery  of  coat,  top  hat  and  britches.  A  road  coach 
has  a  guard  who  wears  a  long,  bright  coat.  The  coach's  owner  usually  drives— he's 
called  the  whip.  You  won't  see  him  wearing  sunglasses,  no  matter  the  weather,  says 
John  Day,  who  owns  a  contracting  business  in  Maryland  and  is  an  avid  carriage  collec- 
tor. "That  doesn't  look  good." 

Every  few  years  there's  a  drive  in  Newport,  R.I. —the  next  is  planned  for  summer 
2006.  Two  years  ago  a  handful  of  coaches,  plus  ten  or  so  carriages,  paraded  through 
downtown  Philadelphia  and  parked  at  the  art  museum.  Howard  Fafard,  owner  of  Fafard 
Real  Estate  &  Development  in  Ashland,  Mass.,  regularly  drives  his  coach  to  an  inn  on 
the  Old  Boston  Post  Road  where  he  eats  breakfast.  Douglas  Kemmerer,  a  marketing  di- 
rector at  Haverford  Financial  in  Radnor,  Pa.,  has  taken  his  coach  through  a  McDonald's 
drive-through.  He's  also  retraced  the  route  of  Thomas  Jefferson,  who  drove  from  his 
Monticello  home  to  Poplar  Forest  in  Lynchburg,  Va.,  where  he  had  a  weekend  retreat. 

George  (Frolic)  Weymouth,  69,  a  member  of  the  Du  Pont  clan,  is  an  elder  states- 
man of  American  coaching.  In  the  1980s  Weymouth  drove  from  Manhattan's  Upper 
East  Side  to  Saratoga  Springs,  N.Y.,  then  on  to  Shelburne,  Vt.  While  blase  Upper  East 
Siders  largely  ignored  his  passage,  Harlem's  residents  got  excited.  They  "whistled, 
clapped  and  sang  and  danced  along,"  says  Weymouth.  "I've  never  gone  anywhere  and 
been  more  appreciated."  —E.L. 


We  ride  for  two  hours,  chatting  ant 
watching  the  landscape  roll  by.  Next, 
two-hour  lunch  stop,  sometimes  a  nap 
too,  and  then  more  travel.  During  th 
afternoon  stretch  we  stop  periodically  a 
the  side  of  the  road  to  consume  wine 
cheese,  cookies  and  meat  offered  b 
locals,  who  sometimes  organize  roadsid' 
receptions  for  the  coach's  passengers  anc 
at  other  times  run  forward  with  bottle 
of  wine  for  Nemitz.  (His  annual  trip  is 
big  event  in  little  towns.)  Around  5  p.m 
we  arrive  at  that  night's  hotel,  drinl 
more  wine,  eat  more  food,  relax  and  pre 
pare  to  do  it  all  again. 

It's  an  addictive  experience,  as  evi 
denced  by  the  fact  that  70%  of  Nemitz' 
customers  are  repeats.  Among  this  year' 
Lindau  passengers  were  Eduard  anc 
Erna  Kaufmann  of  Burghausen,  Ger 
many,  who  had  taken  their  grandson  or 
a  two-day  coach  trip  last  year.  Bes 
friends  Nancy  Colbaugh  and  Elizabetr 
Huffine,  both  Americans,  had  taken  ; 
Nemitz-led  carriage  trip  through  Tus 
cany  three  years  ago. 

Lindau,  says  Eric  Johnson,  a  retiree 
chief  financial  officer  of  Southern  Pacific 
was  his  and  his  wife  Barbara's  favorite  trip 
of  four  they  have  taken  with  Nemitz  since 
1994.  Johnson,  74,  says  he  initially  wa: 
cool  to  the  idea:  "I  was  like  a  Victoriar 
clergyman — I  had  doubts.  I  thought  i' 
would  be  terrifically  boring,  just  sitting 
there  bouncing  along  the  road."  But  now: 
"It's  more  interesting  than  a  cruise.  Tc 
travel  through  beautiful  scenery  at  a  speec 
of  four  horsepower  is  just  marvelous."  As 
for  comfort:  "That  surprised  me,  too.  My 
back  isn't  the  greatest." 

The  coach  proved  itself  not  just  c 
romantic  means  of  transport,  but  one  reli- 
able and  nimble.  We  conquered  the  15% 
grade  of  the  treacherous  Via  Mala  (liter- 
ally, "bad  road"),  set  in  a  narrow  gorge 
pockmarked  by  fallen  boulders,  without 
so  much  as  a  whinny.  When  we  arrived  at 
a  closed  access  road  that  same  day,  the 
horses  executed  a  neat  U-turn.  And  on 
June  22,  when  a  power  outage  managed  to 
halt  Switzerland's  famously  on-time 
trains,  Nemitz's  passengers  had  no  idea 
there  was  trouble.  High  in  the  mountains 
they  were  listening  to  a  chorus  of  cowbells 
and  looking  for  wild  marmots.  F 
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VOICE  FROM  THE  PAST 

Utopian 
Capitalist 


A  century  ago 
Elbert  Hubbard 
ran  an  Arts  and  Crafts 
community,  played 
golf  with  John  D. 
Rockefeller— and  became 
a  potent  voice  for  big 
business  |  By  Tom  Post 


HE  WAS  RAISED  ON  A  FARM  IN  BLOOMINGTON,  ILL.  BUT  HOB- 
nobbed  with  the  likes  of  Henry  Ford,  E.H.  Harriman  and 
C.W.  Post.  He  founded  an  artisans'  cooperative  yet  considered 
socialism  a  pernicious  failure.  In  an  era  of  epic  excess  he  hewed  to 
a  simple  life  of  fresh  air,  physical  exercise  and  writing. 

Elbert  Hubbard  was  a  Gilded  Age  original,  his  eccentricities  ex- 
aggerated by  a  Dutchboy  haircut  and  ubiquitous  floppy  tie.  He  be- 
lieved in  women's  suffrage,  free  speech,  equal  opportunity  and  big 
business.  He  spoke  out  against  alcohol,  capital  punishment,  cen- 
sorship, child  labor,  religious  superstition  and  distinctions  of  class. 
Closed-shop  labor  unions  he  equated  with  the  Ku  Klux  Klan,  as 
"an  engine  for  the  destruction  of  liberty."  After  his  scandalous  di- 
vorce he  prominently  hung  a  sign  that  read,  "They  Will  Talk  Any- 
Iway."  He  jokingly  sent  fellow  golfer  John  D.  Rockefeller  a  black 
sheep  he  called  "Judge  Landis,"  after  the  jurist  who  in  1907  slapped 


a  $29  million  fine  on  Standard  Oil  of  Indiana 
for  accepting  illegal  rebates.  Hubbard  was 
also  pals  with  trustbuster  Teddy  Roosevelt 
(both  were  born  in  1856),  a  fan  of  Hubbard's 
writing.  While  his  books  have  been  out  of 
print  for  decades,  they  once  had  enormously 
wide  currency  and  were  prized  for  their 
quirky  but  upbeat  messages  about  self-re- 
liance and  capitalism.  "Half  a  million  people 
read  my  stuff,"  Hubbard  wrote  in  1898. 

Hubbard  left  his  distinctive  mark  on  a 
workshop  of  handmade  goods  called  the 
Roycrofters,  a  throwback  to  medieval  guilds 
and  reaction  against  the  mechanization  of 
the  industrial  age.  Hiring  boys  and  girls  from 
the  farms  around  East  Aurora,  N.Y.,  18  miles 
from  Buffalo,  Hubbard  printed  books  and 
published  three  of  his  own  magazines.  He 
also  produced  high-quality  copperware  and 
small  amounts  of  furniture,  ceramics  and 
leather  goods.  His  workers  learned  their 
trades  from  superb  masters:  bookbinder 
Louis  H.  Kinder,  graphic  designer  Dard 
Hunter,  coppersmith  Karl  Kipp  and  painter 
Otto  Schneider,  among  others.  Hubbard  also 
operated  a  bed-and-breakfast  business  and 
featured  prominent  guest  lecturers  drawn 
from  politics,  theater,  music,  medicine,  tiie- 
ology,  even  wrestling.  They  all  passed 
through  the  inn,  as  did  Booker  T.  Washing- 
ton, Clarence  Darrow  and  Carl  Sandburg. 

Unlike  many  fellow  impresarios  of  the 
Arts  and  Crafts  movement — Gustav  Stickley 
and  his  brothers  among  them — Hubbard 
made  money.  Back  in  1909  the  Roycrofters  was  worth  the  equiva- 
lent of  $5.9  million.  Hubbard,  who  owned  100%  of  the  firm,  sup- 
plemented his  $50  a  week  in  salary  by  hitting  the  lecture  circuit, 
collecting  $10,000  ($200,000  in  today's  dollars)  during  1908. 

Above  all,  Hubbard  was  an  irrepressible  huckster — a  morale- 
booster  long  before  Dale  Carnegie,  a  seller  of  ideas  and  goods  when 
Madison  Avenue  was  an  address  for  mansions  like  J.R  Morgan's. 
Leaving  the  family  farm  at  age  16,  Hubbard  peddled  soap  for  a 
cousin  and  moved  east,  becoming  a  partner  in  the  Larkin  Soap  Co. 
There  he  introduced  marketing  innovations,  offering  premiums 
for  multiple  purchases,  a  practice  he  continued  with  his  magazines. 
"The  man  who  is  afraid  of  advertising,"  he  used  to  say,  "is  either  a 
nincompoop  or  has  something  to  hide."  (He  would  go  on  to  write 
lively  ad  copy  in  his  publications  on  behalf  of  Armour,  Burroughs 
Adding  Machine,  Elgin  Watches,  Wrigley's  Chewing  Gum,  Burpee's 
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Hubbard's 
Handicrafts 

What  the  Roycrofters 
(1895-1938)  wrought. 


life  

Seeds  and  the  Equitable  Life  Insurance.)  Hubbard  sold  his  interest 
in  Larkin  Soap  in  1892  for  $75,000,  or  $1.5  million  today. 

That  year  he  traveled  to  Britain  and  met  William  Morris,  writer, 
publisher,  esthete,  designer  and  Socialist.  And,  as  Hubbard  said, 
"caught  it" — meaning,  got  the  idea  of  forming  a  company  that 
would  produce  beautiful  things,  just  as  Morris'  Kelmscott  Press  did. 
After  returning  to  the  U.S.,  Hubbard  wrote  a  series  called  Little  Jour- 
neys to  the  Homes  of  Good  Men  and  Great, 
brief  biographies  of  poets,  essayists,  artists, 
philosophers,  famous  women  and  musicians, 
which  grew  to  14  volumes.  The  Roycrofters 
began  printing  books  in  1895,  starting  with 
the  Song  of  Songs  and  the  Book  of  Job,  moving 
on  to  works  by  Shakespeare,  Co 
leridge,  Emerson,  Oscar  Wilde  and 
George  Bernard  Shaw,  to  say  noth- 
ing of  Hubbard's  own  titles.  "Fra 
Elbertus,"  as  he  styled  himself,  didn't  scruple 
much  about  copyright  law:  When  someone 
claiming  to  be  Rudyard  Kipling's  agent 
threatened  to  sue  over  such  a  violation,  Hub- 
bard settled  for  the  princely  sum  of  $68. 

In  the  mid- 1890s  Hubbard  launched  the 
first  of  three  subscription  magazines,  The 
Philistine.  The  monthly  was  a  Ben  Franldin- 
esque  periodical  larded  with  aphorisms  about 
life,  health  and  business,  as  well  as  essays  by 
Hubbard  and  guest  writers  like  Stephen 
Crane,  along  with  ads  for  the  Roycrofters.  Its 
circulation  swelled  to  more  than  100,000. 

But  Hubbard's  biggest  commercial  suc- 
cess was  an  essay  that  first  appeared  in  the 
March  1899  issue  of  the  The  Philistine.  "A 
Message  to  Garcia"  is  a  parable  of  heroic  ini- 
tiative and  duty,  very  loosely  based  on  events 
during  the  Spanish- American  War 
of  1898.  Lieutenant  Andrew  Sum- 
mers Rowan  is  dispatched  by  Presi- 
dent McKinley  through  enemy  lines 
to  reach  the  leader  of  the  Cuban 
rebels,  General  Calixto  Garcia 
Iniguez,  and  determine  the  strength 
of  the  insurgency.  "There  is  a  man," 
Hubbard  writes  of  Rowan,  "whose 
form  should  be  cast  in  deathless 
bronze  and  the  statue  placed  in  every 
college  of  the  land."  But  it  turns  out  the  essay  really  isn't  about 
Rowan.  He's  just  a  stand-in  for  Hubbard's  real  subject — the  office 
manager,  an  Everyman  in  desperate  search  of  valued,  loyal  em- 
ployees like  Rowan:  "Slipshod  assistance,  foolish  inattention,  dowdy 
indifference  and  half-hearted  work  seem  the  rule;  and  no  man  suc- 
ceeds, unless  by  hook  or  crook  or  threat  he  forces  or  bribes  other 
men  to  assist  him;  or  mayhap,  God  in  His  goodness  performs  a 
miracle,  and  sends  him  an  Angel  of  Light  for  an  assistant." 


Beauty  in  the 
prosaic:  table 
lamp;  hammered 
copper  vase; 
embossed  leather 
chair;  sideboard 
with  mirrored 
backsplash. 


H.  Daniels,  general  passenger  agent  of  the  New  York  Central  Rail 
road,  telegraphed  an  order  for  1 00,000  copies.  Eventually,  it  wa 
reprinted  100  million  times  and  translated  into  20  languages,  pro 
ducing  royalties  of  $250,000.  Hubbard  took  up  a  new  mande — be 
coming  what  Felix  Shays,  his  biographer  and  Roycrofters  genera 
manager,  called  "the  voice  of  American  business." 

Lieutenant  Rowan  becomes  the  templat 
for  corporate  idealism,  as  Hubbard  wrote  in 
creasingly  about  businessmen  who  find  innov 
ative  ways  to  do  the  right  thing.  Health  ani 
Wealth,  a  1908  collection  of  essays,  depict 
Thomas  J.  Foster,  editor  of  a  small  daily  ii 
Shenandoah,  Pa.  who  becomes  outraged  when 
coal  miner  friend  dies  with  his  crew,  the  resul 
of  fire-damp  (carbon  dioxide  asphyxiation ) 
An  angry  editorial  gives  way  to  a  weekly  col 
umn  on  mine  safety,  which,  in  turn,  inspire 
Foster  to  found  a  highly  successful  correspon 
dence  school  that  teaches  disaster  preventior 
in  virtually  every  industrial  field. 
Hubbard  finds  Rowan-lik< 
heroism  in  cereal  maven  C.W 
Post.  He  arrives  in  Battle  Creel 
"a  broken-down,  nervou; 
wreck,"  suffers  under  J.H.  Kel- 
logg, but  emerges  stronger  foi 
it,  creating  a  rival  company  anc 
becoming  the  nation's  chief  foe 
of  unions.  Both  Post  and  Kel- 
logg are  in  Hubbard's  eye; 
"men  of  initiative — powerful 
resdess,  nervous,  ambitious,  opinionated 
prejudiced,  with  ego  plus  and  the  Builder'; 
itch."  In  other  words,  the  purest  expres- 
sion of  a  new  American  phenomenon — 
entrepreneurship. 

As  his  ideas  about  capitalism  gelled. 
Hubbard  lamented  that  the  nation  was 
putting  more  resources  into  preparing  for 
war  than  for  unleashing  the  means  of  pro- 
duction. "It  is  a  sad  comment  on  this  coun- 
try that  during  the  year  just  passed,  a  year  ol 
peace,"  he  writes  in  Tlte  Philistine  of  Au- 
gust 1909,  "the  United  States  [government 
spent  70%  of  its  gross  income  for  war  . . . 
and  more  for  war  and  war  tools  than  for  its 
entire  public  school  system,  thrice  over.' 
In  the  years  leading  up  to  World  War  I,  Hub- 
bard became  more  of  a  pacifist.  Once  the  fighting  started,  though, 
he  decided  to  see  it  firsthand.  It  was  with  the  idea  of  meeting  the 
Kaiser — and  broaching  the  subject  of  peace — that  Hubbard  and 
his  second  wife,  Alice,  boarded  the  Lnsitania  on  May  1,1915.  They 
did  not  survive  the  German  torpedoes  six  days  later,  off  the  coast  of 
Ireland.  The  Roycrofters  continued  for  another  23  years  under  Hub- 


"Garcia"  instandy  resonated  with  captains  of  industry.  George    bard's  son,  Elbert  II.  But  the  enterprise  lacked  the  old  man's  fire.  F 
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LESSONS  IN  LIFE 

To  help  employees  balance  work  and  family, obligations,  companies  need  to  oiler  flexibility. 


If  one  truth  has  emerged  in  the  quest 
for  helping  employees  balance  their  com- 
mitments to  jobs  with  their  commitments 
to  families,  says  Leslie  A.  Murphy,  CPA, 
vice  chair  of  the  Board  of  directors  of 
the  American  Institute  of  Certified  Public 
Accountants  (AICPA),  it  is  this:  "One  size 
does  not  fit  all;  one  size  fits  one." 

F.mpliAcrs  uho  achieve  the  greatest  success  .ire  those  tint  create 
flexibility  for  their  workers  —  flexibility  in  career  progression,  schedules 
and  workplace  environment,  last-minute  child  care  assistance  and 
extended  leaves  for  new  parents.  This  is  particularly  important  as  diver- 
sity grows  within  the  workplace  and  as  the  words  "typical  employee" 
lose  all  meaning.  "Employers  who  focus  on  changing  their  policies  to 
support  flexibility  and  work-life  balance  will  reap  the  rewards  of 
improved  retention,  satisfaction  and  increased  productivity,'"  says  Barry 
C.  Melancon,  CPA,  president  and  chief  executive  officer  of  the  AICPA. 
"Companies  that  create  an  entrepreneurial  and  flexible  culture  —  one 
that  puts  employees  in  charge  of  their  own  careers  —  will  attract  and 
retain  a  motivated  and  diverse  workforce." 


Meeting  the  Challenge 

At  KPMG  LLP,  a  number  of  policies  have  been  created  to  suj 
the  needs  not  just  of  parents,  but  all  employees  who  need  to  care 
family  members  of  any  age.  "One  example  of  this  is  that  we've  instil 
ed  a  parental  leave,  which  gives  new  moms  and  new  dads  an  additiq 
two  weeks  of  time  off,"  says  Joe  Maiorano.  KPMG  executive  directo 
Human  Resources.  "We  try  to  create  a  culture  where  people  balai 
work  and  professional  life."  In  addition,  the  company  gives  all  empl 
ees  an  average  of  25  days  off  each  year  to  use  at  their  discretion,  not 
for  vacation,  but  "in  order  to  address  their  needs  at  home."  The  comp; 
has  also  created  a  successful  shared-leave  program,  in  which  indhidi 
who  have  exceeded  their  own  personal  time  while  taking  care  o 
severe  family  emergency  can  actually  receive  additional  time  dona 
from  colleagues. 

To  encourage  employees  to  become  involved  in  their  communit 
the  company  offers  all  of  its  professionals  paid  time  off  to  voluntj 
This  allows  KPMG  professionals  to  spend  12  hours  a  year,  or  a  day  a 
a  half,  on  company  time  volunteering  at  a  qualified  nonprofit  organi 
tion  of  their  choice.  "One  of  our  firm's  core  values  is  the  idea  of  giv 
back  to  the  community,  and  this  is  a  unique  way  to  help  accompl 
that,"  says  Maiorano. 

Partnering  in  Employees'  Lives 

At  Verizon  Wireless,  what  is  good  for  employees  is  also  seen  as  gc 
for  business.  "By  committing  ourselves  to  our  workforce,  we  creati 
workforce  that  is  equally  committed  to  our  company  goals,"  s 
Martha  Delehanty,  the  company's  vice  president  for  Human  Resourc 
With  women  making  up  5 1  %  of  all  employees,  and  minorities  accou 
ing  for  41%  of  the  workforce,  "there  are  myriad  work-life  challen 
that  we've  met,  and  have  had  great  success  in  meeting." 

Verizon  Wireless  has  recently  been  ranked  as  a  "Top  100"  comp^ 
by  Working  Mother  magazine,  and  has  numerous  programs  in  place 
help  employees  meet  their  family  obligations.  These  include  top-ran! 
health  and  wellness  plans,  generous  tuition  reimbursement  progra 
and  concierge-style  child  care  services.  "We're  located  in  47  stal 
which  means  that  we  have  to  pro\ide  options  and  choices  to  covei 
diversity  of  needs  —  like  child  care,  teenage  care,  elder  care  and  otl 
family  necessities,"  says  Delehanty. 

One  measure  of  the  company's  success  in  helping  employees  mi 
their  family  obligations  is  its  growth.  "We're  committed  to  the  lives 
our  54,000  employees,  and  in  return.  54,000  employees  are  commit! 
day  in  and  day  out  to  Verizon  Wireless."  says  Delehanty.  "This  partn 
ship  is  what  creates  success." 

October  Is  National  Breast  Cancer  Awareness  Month 

Forbes  will  donate  a  portion  of  the  net  revenues  of  this  section  to 
the  Breast  Cancer  Research  Foundation,  thanks  to  the  following 
section  sponsors: 

American  Institute  of  Certified  Public  Accountants  (AICPA) 
KPMG  LLP 
Verizon  Wireless 
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Maintaining  the  nation's  most  reliable  network  requires 
the  skill  and  dedication  of  high-tech  professionals. 
We  reward  that  dedication  by  providing  the  tools 
you  need  to  manage  your  career  and  your  life.  Our 
wellness  programs,  flexible  work  options,  personal  and 
professional  development  opportunities,  and  great 
compensation  packages  mean  that  you'll  be  able  to 
excel  in  every  area  of  your  life. 


vetlZQtl  wireless 

We  never  stop  working  for  you'. 


To  learn  about  nationwide  opportunities  in  a  variety  of  disciplines,  visit 

verizonwireless.com/careers 


We  are  an  equal  opportunity  employer,  m/f/d/v. 
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WORK  &  FAMILY 
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1 


Being  a  CPA  pretty  much  lets  you  choose  what  you  want  to  do  with  your  life.  Take  time  for  your  family  — 
without  derailing  your  career.  Or  become  a  hard-driving  CEO  or  Forbes  400"  member.  Or  help  just  about  everyone 
in  your  community  cope  with  their  business  and  personal  finances.  CPAs  understand  the  business  of  business— 
and  that's  a  skill  that  almost  everyone  needs  to  call  on  sooner  or  later.  America  counts  on  CPAs. 


American  institute  of  Certified  Public  Accountants 


WORK  &  FAMILY 


Advertisement 


The  best 
place  to  work 
helps  you  get 
the  most 
out  of  life. 


Flexible  work  arrange- 
ments. Two  weeks'  paid 
leave  for  new  moms 
and  dads.  Twenty  to 
thirty  personal  days  and 
eight  firm-paid  holidays 
per  year.  KPMG  offers 
plenty  for  those  who 
believe  making  a  living 
should  include  having  a 
life.  If  that  includes  you, 
we  encourage  you  to 
apply  online.  Alterna- 
tively, you  can  e-maii 
your  resume  to 
usjobs@kpmg.com  or 
mail  a  scannable 
resume  to: 
^  KPMG  Centre 
7 1 7  North  Harwood 
Street,  Suite  3100, 
Dallas,  TX  75210-6586. 


www.kpmgcareers.com 
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Instant  Advertiser  Information  to  receive  free  information 
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ADBs 

Aslon  Martin  North  America 
1-866-NA-Aston 
www.astonmartin  .com 
*6  E»TRADE 
1-800-73 1-5220 
www.ctrade.com 

Automotive 

BMW 
I-800-334-4BMW 
www.BMWusa.com 
"ft  Cadillac  Motor  Division 
www.cadillac.com 
■fl  Chrysler  300CLX 
www.chrysler.com/300CLX 

GMC  Truck:  Yukon 
www.gmc.com 

Hummer 
www.hummer.com 

Jeep  Commander 
www.jeep.com 

Land  Rover  North  America 
I-8O0-FIND-4-WD 
www.landroverusa.com 
"t  Toyota 

www.toyota.com/usa 

Balancing  Work  and  Family 

American  Insitute  of  Certified  Public  Accountants 
www.aicpa.org 

KPMG  LLP 

www.us.kpmg.com 
^  Verizon  Wireless 
www.verizonwireless.com 

Business  Classified 

"f*  Access  China  Tours 

1-800-788-1399 

www.accesschinatours.com 

"°  American  Royal  Arts 

1-800-888-9449 

www.amertcanroyalarts.com 

"  ARBOC.Inc. 

1-561-621-7110 

Capital  Asset  Management 
1  -800-7 10-0002 

■t)  Capital  Hill  Mortgage  Co.  Inc. 

www.capitalhillmongages.com 

^  Capital  Solutions 

1-800-499-6179 

www.4capitalsolutions.com 

"fl  Capstone  Business  Credit.  LLC 

1-212-755-3636 

www.capstonetrade  .com 

■D  Dali  Prints 

1-800-275-DAL1 

■43  E-Chair  USA 

1-618-407-3575 

www.e-chair.com 

"fl  Exeter  Resource  Corporation 

1-888-688-9592 

www.exeterresource.com 

,/B  Focus  Forcasting/BTSmith  &  Associates 

1-800-586-2322 

^6  Gallery  Art 

1-888-932-6166 

www.gallart.com 

■fl  Gecko  Software 

1-800-862-7193 

www.personalinvestorshr.com 

J6  GW  Merger 

www.gwequity.com 

■fl  Heartsaver 

1-800-461-5536 

www.heartsaver.us 


'  Hemlock  Brook  Alpacas 
1-716-372-8968 

Holiday  Timcsharcs  Resales 
1-800-704-0307 
www.holidaygroup.com 

lllusttated  Properties  Lynn  Byrd  and  Mary  Saxton 
1-561-762-2770 
www.lynnandmary.com 
' '  Kansas  Oil 
1-785-594-7100 
'''  Life  Quotes.  Inc. 
1-800-441-0072 
www.lifequotes.com 
J?  Moran  Yacht  and  Ship.  Inc. 
1-954-768-0707 
www.moranyachts  .com 

National  Watch  &  Diamond  Exchange 
1-215-627-5626 
www.nationalwalch.com 
t  Parker  Villas 
1-800-280-2811 
www.parkervillas.com 
^'  PreConstruction.com 
1-  877-Pre-Sale  (877-773-7253) 
www.PreConstruction.com 
^  Publisher  s  Guild 
1-800-369-1646 
^  ROMFAB 
1-818-787-6460 
www.fastexercise.com 
"x  Rosetta  Stone 
1-888-232-8823 
www.rosettastone.com/fbs035s 
^  Steven  Sears  CPA/Attorney 
1-949-262-1100 
www.searsatty.com 

Strong  Travel  Services 
1-214-361-0027 

The  New  York  First  Company 
1-800-581-7599 
www.newyorkfirst.com 
J>  Tony  Pereira 
1-808-845-7851 
^  Tropical  Villa  Vacations 
1-888-875-2818  x202 
www.tropicalvillavacations  .com 

Valef  Yachts 
1-800-223-3845 
www.VALEFYACHTS.com 

Wilburn  Ranch  Brokerage 
1-541-421-5300 

www.landsofamerica.com  go  to  Wilbum 

Williams  Telecommunications  Corp 
1-800-982-3333 
www.williamsglobal.com 
"ft  Worldwide  Business  Consultants 
1-800-733-2191 
www.corbeltandkish.com 
"fl  Zygmunt  &  Associates 
1-630-985-2742 

Computer/Technology 

J-  IBM  BCS 

1-8O0-IBM-7080  ask  for  "BCS" 
www.ibm.com/innovation 
•fj  Sybase 
www.sybase.com 

Tata  Consultancy  Services 
www.tcs.com 
J8  Xerox  OPB 
1-877-362-6567 
www.xerox.com/office 

Consumer  Products/Services 

~f  LG  Electronics 

1-800-243-0000 

www.lge.com 


Curing  Rising  Health  Insurance  Costs 

•f  Aetna 

l-8fX)-872-3862 

www.aetna.com 

Financial  Services 
1  Genworth  Financial 
www.genworth  .com 
X  T.  Rowe  Price  Retirement  Funds 
I -877-259-02 1 9 
www.troweprice.com 

Hotels 

■"  Shangri-La  Hotels  &  Resorts 
www.shangri-la.com 

The  fCnlightened  Business  Traveler 

J '  American  Express 
www.americanexpress.com 

Avantair 
www.avanlair.com 

Bombardier  Skyjet 
www.skyjet.com 

CitationShares 
I -800-340-7767 
www.citationshares.com 
j3  Dassault  Falcon  Jet 
I -800-526-7071 
www.falconjet.com 

Eclipse  Aviation 
www.eclipseavialion.com 
■fl  Embraer 
www.embraer.com 
■f  Flight  Options 
1-877-703-2348 
www.flightoptions.com 
"*B  Gulfstream 
www.gulfaero.com 
^  Jet  Aviation 
1-800-758-5387 
www.jetav  iation  .com 
J"  Jet  Concierge 
http://jet-concierge.com 
"fl  NeUets 
1-877-356-5823 
www.neljets.com 
1/9  Sentient  Jet 
1-877-324-9538 
www.senlienl.com 

°  TAG  Aviation 
www  tagaviation.com 

The  Insider's  Guide  to  Business  Travel 
^  Bombardier  Flexjet 
1-800-FLEXJET 
www.flexjel.com 

Travel 

^  British  Airways 
1-800-AIRWAYS 
www.britishairways.com 

Eclipse  Aviation 
www.eclipseaviation.com 

Fight  Options 
www.flightoptions.com 

Voice  Over  IP 

"a  Global  Crossing 

www.globalcrossing.com 

■'r  NEC 

www.necus.com 
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Motor  Yacht  LADY  IN  BLUE.  Beautiful  172  Ft.  Amels  built  Motor  Yacht. 
Sumptuous  accommodations  for  ten  guests  in  five  large  staterooms. 
Massive  Master  stateroom.  Enormous  exterior  deck  areas  with  a 
huge  sun  deck  with  a  large  Jacuzzi.  Available  for  select  charter  Winter 
Caribbean,  Summer  Med.  WORLDWIDE  CENTRAL  CHARTER  AGENT 


Motor  Yacht  NORTHERN  STAR  208  Ft.  Built  by  the  venerable 
Lurssen  shipyard  and  launched  in  Spring  2005.  Ice  class  hull. 
Accommodations  for  twelve  guests  in  five  suites.  One  of  the  finest 
yachts  in  the  world.  Available  for  select  charters  ANYWHERE  IN 
THE  WORLD.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


Motor  Yacht  PRINCESS  H.  Superb  132  Ft.  Dutch  built  Motor  Yacht. 
In  perfect  condition.  Like  new  interior,  freshly  painted,  zero  hours 
on  recently  majored  main  engines.  Accommodations  for  ten  guests 
in  five  staterooms.  7  Ft.  draft.  20  knots  top  speed.  Transatlantic 
range.  Offered  for  sale.  WORLDWIDE  CENTRAL  AGENTS. 


LADY  M  II  145  FT  2002  Intermarine  Motor  Yacht.  This  beautiful  Motor 
Yacht  is  now  available  for  sale.  Luxurious  accommodations  for  ten 
guests  in  five  staterooms  of  classic  elegance.  Equipped  with  all  the 
charter  toys  including  wave  runner,  sunfish,  baby  grand  piano.  Offered 
for  sale  and  charter.  WORLDWIDE  CENTRAL  AND  CHARTER  AGENTS. 


1300  S.E.  17th  St.,  Suite  204,  Ft.  Lauderdale,  FL  33316 
(954)  768-0707  •  Fax:  (954)  768-0057  •  info@moranyachts.com 

w  w  w.  moranyachts.com 


ISM 
CERTIFIED 


FLAMINGO  DAZE  2004  151  Ft.  Hakvoort  Motor  Yacht,  spectacular  interior 
accommodates  ten  guests  in  five  staterooms.  Great  sundeck  with 
Jacuzzi  and  Texas  barbeque.  Toys  include  kayaks,  bicycles,  waverunners, 
wakeboards,  waterskis,  diving  equipment,  underwater  scooters, 
Segways  and  more.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


Motor  Yacht  PHOENIX.  Dramatic  201  Ft.  Lurssen  built  PHOENIX. 
Unique  Andrew  Winch-designed  interior.  Magnificent  six  deck  ship 
served  by  an  elevator  to  all  levels.  Full  gym.  helicopter  pad, 
stupendous  entertainment  deck  lounge  with  11  ft.  ceilings.  Twin 
30  ft.  tenders.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


2003  192  FT  Lurssen  CAPRI  is  available  for  summer  and  fall  charters  in 
the  Mediterranean  and  winter  in  the  Caribbean.  Guest  accommoda- 
tions for  twelve.  Main  deck  owners'  suite  features  an  office.  Equipped 
with  a  gym,  diving  equipment,  water  sports  toys  and  observation 
lounge  with  bar.  WORLDWIDE  CENTRAL  CHARTER  AGENTS. 


Amazing  192  Ft.  hybrid  Motor-Sailing  Yacht  ISLANDER  offers 
the  capability  to  cruise  the  shallow  Bahamas  waters  with  the 
keel  up,  or  transpacific  blue  water  cruising.  Accommodations 
for  ten  to  twelve  guests.  All  the  toys.  For  saie  and  charter. 
WORLDWIDE     CENTRAL     AND     CHARTER  AGENTS. 


*  Not  offered  for  sale  or  charter  to  U.S.  residents  while  in  U.S.  waters. 
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KMS.  Resolute  Desk. 


Reward  your  success  with  a  splendid  desk  that  has  a 
history  of  serving  America's  most  extraordinary  men. 

Free  Portfolio  800-581-7599 
The  NEV  YORK  FIK5T  Company 

www.newyorkfirst.com 


Luxury  Properties 


fhencAman  'a  Cwefi     !?a£m  ffleach  Qwulem ,  S£ 


Slot  Machines/Jukeboxes 


Sieoch         Jam  Qelf,  <2ewv> 
§itnv>6  Centm,  Jemtb,  dt  Spa 


ml 


Buying  and  Selling 


..old  slot  machines,  W'urlitzer  jukeboxes,  nickelodeons,  music  boxes  and  related 

devices.  We  also  distribute  the  new  Wurlitzer  1015  in  CD  or  45-rpm  format. 

Call  or  write  for  a  brochure. 
Zygmunt  &  Associates,  P.O.  Box  542,  Westmont,  IL  60559 

Phone:  (630)  985-2742;  Fax:  (630)  985-5151 
www.zygmuntonline.com    e-mail:  zygml015(Saol.com 


Capital  Available 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
proiects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 561-627-7110 


Heart  Health 


PREVENT  YOUR  HEART  ATTACK  DEATH 


Doctors  know  an  asprin  taken  at  the  onset  of 
heart  attack  symptons  can  reduce  fatalities  by  50%. 
Do  you  carry  an  aspnn? 
GET  HEARTSAVER™  $9.95 
A  small  water  and  shockproof  container  that 
safely  holds  emergency  asprin.  Attaches  to  key  ring 
1-800-461-5536  www.heartsaver.us 


Lynn  Byrd  Mary  Saxton 
561.762.2772  561.762.2770 
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Real  Estate,  IncJ 


Toll  Free:  888.231.6376 

ww  w.  ly  nnandmary .  com 


Office  Furniture 


Authorized  Online  Dealer  for 
HON  &  BASYX 

Office  Furniture 


*  Free  Delivery 
♦Extensive 

Online  Catalog 
♦Volume 

Discounts 


B^l^l  Basyx  Mesh  Back 
MB^HM    Chair  Only  $279 

PlanetOfficeFurniture.com 


Charge  your  ad 


Rent  a  villa  in 


lia  in  ^ 

ital 


For  a  free  JL 
catalog  call: 

800  280  2811 
www.parkervillas.co 


To  plan  your  order,  to  renew 
change  your  address  oi 
other  customer  service 
visit  our  site  at .... 
www.forbes.com/customerservice 


For  information  and  rates  on 
advertising  in  the  next  Forbes 
Display  Classified  Section 
Call:  Media  Options  1-800-442- 

mediopt@aol.com 




Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.,  www.forbes.com/customerservice  or  call...800-888-98S 


isplayClassified 


The  fastest  way  to  learn  j 

a  language.  Guaranteed*  4; 

Finally,  a  different  approach  that  has  millionsof  people  talking.  Using  the 
award-winning  Dynamic  Immersion  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills. Combining  thousands 


award-winning  Dynamic  Immersion  method,  our  interactive  software  teaches 
without  translation,  memorization  or  grammar  drills. Combining  thousands 
of  real-life  images  and  the  voices  of  native speakers  in  a  step-by-step  immersion 
process,  our  programs  successfully  replicate  the  experience  of  learning  your 
first  language.  Guaranteed  to  teach  faster  and  easier  than  any  other  language^ 
product  or  youjjgpney  back.  No  qu^j^j^^ked.  ^^^ggj^g|^^^^^H^ 


snt 


French  Italian  German  Japanese 

Chinese  Vietnamese  Russian  Indonesian 

English  Spanish        Farsi  Portuguese 

(US  or  UK)  (Latin  America  or  Spain) 


Thai      Arabic     Turkish    Polish  Swedish 
Korean    Hebrew    Danish     Welsh  Pashto 
Hindi      Greek     Swahiii    Dutch  Latin 


Award-winning  software  successfully  used  by 
U.S.  State  Department  diplomats,  Fortune  500® 
executives  and  millions  of  people  worldwide. 

Step-by-step  immersion  instruction  in  all  key  language  skills: 

Listening  -  Rosetta  Stone  uses  native  speakers  and 
everyday  language  to  develop  your  understanding 
of  the  spoken  language  naturally  and  easily. 

Reading  -  Text  exercises  develop  your  reading 
skills  by  linking  written  language  to  real-life 
objects,  actions  and  ideas. 

Speaking  -  Speech-recognition  feature  records, 
diagrams  and  compares  your  voice  to  the  native 
speaker's,  grading  your  pronunciation. 

Writing  -  Dictation  exercises  evaluate  your 
spelling,  syntax  and  punctuation. 


"...your  program  is  the  absolute  best,  bar  none.  I  am 
shocked  at  how  quickly  I  learn." 

-  Michael  Murphy 
Texas,  USA 

"Stupendous. ..the  juxtaposition  of  text, sound  and  picture 
was  masterful. The  quality  of  both  sound  and  graphics 
was  first  rate." 

■  The  Boston  Globe 


Each  fully  interactive  course  includes: 

•  CD-ROM  curriculum  with  20  activities  in  each  of  92  lessons 

•  Previews,  comprehensive  exercises  and  testing  for  each  lesson 

•  Automated  tutorials  that  "learn"  where  you  need  extra  help 

•  Cuiriculum  Text  and  45-page  User's  Guide 


SAVE 
10% 


Level  1  Program 
Regular!  y.SJ**r-TT0* 


Level  2  Program 
Regularly  Si&rfXT 


level  1  &  2 
Regular  ly.£i#9t(0" 


$175.50 


$202.50 


Pcisonal  I  (III  Ion  Solutions  for  orga 


Call  today  or  buy  online 
for  a  10%  discount. 

RosettaStone.com/fbs1 05 
1-888-232-8823 

Use  promotional  code  fbs105  when  ordering. 

RosettaStonc 


Language  Learning 


taSti 


Success 
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Investments 


Advertisement 


RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%  -  75%  annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  $10,000 

Productive  Years  1 5-20  years 

Yearly  Feed  and  Maintenance  less  than  S200 

Lahor  per  day  (herd  of  ten)  30min. 

Simple  Shelter  &  four  loot  woven  wire  fencing. 
Clean,  Gentle,  and  easy  to  raise 
Huge  Growing  Demand  Nationwide. 
Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Lifestyle. 

HtndockJBrookJJarm 

William  or  Kenda  Stem 
473  Wolf  Run  Rd.  •  Cuba,  NY  14727 
Tel.  716-372-8968  •  www.hemlockbrookalpacas.com 


Legal  Services 


CORPORATIONS 


♦nevada/offshore 
♦llcs/trusts 
♦banking/privacy 
♦asset  protection 

(800)621-2920 


Hawaii  Vacation  Homes 


O^.Maui  8  Hawaii  i 

|(j  Private  Luxury  (j{ 
a  Vacation  Homes  <^ 

*\  Beachfront  Estates  &  Villas  7 
www.TropicalVillaYacations.com 
888-875.2818  ext  202,  206,  205 


Pre-Constrtiction 


Management  Tools 


PreConstruction.com 

Real  Estate  Presales 


Best  in  U.S.  &  Islands 
Condos  &  Houses 
Re-Sales  also  Available 
Buy*  Sell*  Invest 

877-PRE-SALE 

«  «  «. PreConstruction.com 


Newsletter 


Forbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/customerservice 


C  THE  WORLD  ISSHRINKIgT! 


Nanotechnology  is  changing  our  world 

...  our  dothes,  the  military,  science, 
autos,  medical  technology ...  every- 
thing! Its  the  investment  opportunity 
of  a  lifetime  for  those  who  buy  tomor- 
row's superstars  today,  The  monthly 
Forbes/Wolfe  Nanotech  Report 
puts  you  on  the  right  side  of  history, 

separates  the  true  leaders  from  the 
overhyped.  Subscribe  risk-free  at  just 
$195.  Save  67.5%  and  get  2  valuable 
Free  Reports.  Satisfaction  guaranteed 
by  Forbes  Call  800-523-7967  or  go 

to  vvww.fbrbeswolfexorn/frb. 

Please  use  savings  code  JN5SAVE 


RARE  DALI  PRINTS 


If  you  own.  or  are  considering  the  jntrc  ha\c 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fully 
documented  bv  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  vou  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter"  (SI  5  per  issue) 


1  - ( 800 )  275-3254 

ask  for  Dept.  FM 

irana  Fine  Art  •  3 1 1 03  Rancho  Viejo  Road  #2- 1 93  •  San  Jaun  Capistrano.  C A  9267 
ftwHn  Ail  i  l5<32AnuidiSL. »  108.  ftaific  Mods.  CA  Ulitl 


Ranch  Real  Estate 


Southeastern  Oregon 
Historic  Highlands  Grass  Rand 


• 


One  ownership  since  1880's.  56.552  deeded  acres.  140.000 
BLM  acres.  70  miles  year  round  creek,  5  reserv  oirs.  2200- 
3000  cow  capacity.  Elk.  Deer.  Antelope.  Upland  Birds  and 
Waterfowl.  S20  million 
miburn  Ranch  Brokerage  541-421-5300 


Fore  3  Sub; '  ibers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at...www.forbes.comcustornerservice  or  call...800-888-9J 
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Life  insurance  rates 
drop  to  all-time  lows 

Call  today  for  free  quotes.  Our  new  computer  system  will  compare 
the  rates  of  over  60  leading  companies,  reveal  best  buys  to  you. 


Best  Rates  for  Females 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$29 

$64 

$123 

45 

$46 

$107 

$210 

50 

$68 

$163 

$322 

55 

$106 

$259 

$513 

60 

$157 

$385 

$760 

65 

$257 

$635 

$1,266 

70 

$395 

$979 

$1,952 

Best  Rates  for  Males 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$30 

$66 

$127 

45 

$46 

$107 

$210 

50 

$73 

$175 

$345 

55 

$114 

$277 

$549 

60 

$188 

$462 

$919 

65 

$329 

$814 

$1,623 

70 

$661 

$1,644 

$3,282 

Also  available:  15,  20,  25,  30  year  and  level-premium-for-life  plans 
0  Call  1-800-441-0072  right  now  for  free  quotes  &  advice 
0  Or  visit  www.insure.com  for  instant  quotes 
0  NEW!  Also  quoting  auto,  health,  home  and  more. . . 


". .  .outstanding  -  as  good  as  a  Web 
site  on  insurance  can  possibly  be. 
Insurance  for  Dummies 

"The  best  Web  site  I've  found. . ." 
The  Dallas  Morning  News 

"This  solution  has  value  for  those 
who  value  immediacy  and  privacy." 
U.S.  News  &  World  Report 


". .  .this  site  is  flush  with  useful 

features." 

Forbes.com 

"The  premier  Web  site  in  terms 
of  detail  and  ease  of  use. . ." 
Yahoo!  FINANCE 

"  You've  cut  my  insurance 
premium  in  half!" 
Katherine  Havener 


"Makes  shopping  for  the  cheapest 
insurance  policy  much  easier." 
Parents  Magazine 

"New  source  for  best  buys  in 
insurance.  One  way  to  get  to 
know  the  insurance  market." 
Kiplinger's  Personal  Finance 


View  instant  quotes  at  Insure. com 

IT  Or  call  1-800-441-0072  for  FREE  quotes  and  advice 

^  Ad  Code:  forbs  10/05 

NOTE:  The  sample  Pennsylvania  female  and  male  rates  shown  above  are  no!  specific  to  any  individual  person  or  insurer.  Please  call  1-800-441-0072  or  visit 
www.insure.com  to  obtain  life  insurance  quotes  specific  to  your  health  history  profile.  ©2005  Quotesmith.com.  Inc.,  8205  South  Cass  Avenue,  Suite  102,  Darien,  Illinois. 
60561  and  Life  Quotes,  Inc.,  32045  Castle  Court,  Evergreen,  CO  80439.  All  rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696,  MA  agent  #333509159. 
Quotesmith.com,  Inc.  dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Quotesmith.com,  Inc.  dba  lnsure.com  Insurance 
Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes, Inc.  in  CO. 
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:ness  Finance 


Luxury  Yachting 


BANK  SAYS 'NO'?... 
WE  SAY 'YES!' 

We'll  pay  you  cash  for  your  company's  ongoing 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsolutions.com 


Investment 


SILVERSEA 

CRUISE  EXPERTS 


Best  Prices  &  Service 
1-800-747-5670 


Do  you  have  Gold 
as  an  Investment? 

If  you  do  not  Exeter 
Resource  Corporation! 
Partnerships  with  Anglo  Gold  and  Rio  Tintio 
www.exeterresource.com 
888-688-9592 
ask  for  Rob  Grey   


Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Capital  Available 


ig  Capital 

'aae  Finance/ 


Workim 

P.O./  Trad 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Forbes 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  forfamily  and  friends 
. .  .for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  S1 49.95  price.) 

Go  to  www.forbcsinc.com/smc4  and  place  your 
order  now  or  call  1  800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


*jRent  A  Greek 
^    Cruising  Palace 


.i 


And  sail 
among  the 
,000  Greek 
islands 


THEN"  YOU  CAN  SELECT  YOUR  OWN 
ENVIRONMENT,  YOUR  OW  N"  SCENERY  YOUR  OW  N  ISLANE>| 
Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  'for  -4  to  200  guestsJ 
from  60'  to  490'  and  $1,500  to  S200.000  per  day  tor  entire  yachc  with  I 
its  full  crew)  from  VALEF  YACHTS,  atrents  tor  the  largest  fleet 
of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON"  A  CRUISE  SHIP 


•  You  can  plan  your  own  itinerary  with  your  ow  n  captain 
•  Your  food  w  ith  your  own  chef 
•  Your  drinks  w  ith  your  own  stew  ard.  or  leave  it  up  to  them 
to... pamper  you. 

VALEF  YACHTS  LTD. 

International  Headquarters:  "254  Fir  Rd..  RO  B.  J85,  Ambler,  PA  1901)2  U.S.A. 
.  Tel:  (215)641-0423  •  <S00)  223-5845  •  Fax:  <215)64l-r46 
E-mail:  INFOS?  VALEFYACHTS.com  •  Websire:  YALEFYACHTS.com 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist 

Posture  Education 

609  Sleepy  Hollow  Road 
Briorcliff  Manor,  NY  10510 
wvra.postureeducalion.com 


CALL  TOLL-FREE  1-800-392-0363 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes 
secret  weapon  on  bonds, 
convertibles  and  preferreds 
His  high-yielding  model  port 
folios  have  beaten  stocks  fo 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high 
yielding  fixed  income  securi 
ties.  Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  cl 


Charge  your 


For  information  and  rates  iSKSg^5 
advertising  in  the  next  Forbes 
Display  Classified  Section 
Call:  Media  Options  1-800-442-6441 


mediopt@aoI.com 


Forbes  Subscribers  Service.. .to  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .wvw.forbes.com/customerservice  or  call. ..800-888-93 
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Exercise  in  exactly  4  minutes  per  day 

Winner  of  the  1991  Popular  Science  Award  for  the 
"Best  of  What's  New"  in  Leisure  Products 


$14,615 


ROM  •  MANUFACTURED  IN  CALIFORNIA  SINCE  1990 


TIME  IS  IT.  Over  92%  of  people  who  own  exercise  equipment 
and  88%  of  people  who  own  health  club  memberships  do  not 
exercise.  A  4  minute  complete  workout  is  no  longer  hard  to 
believe  for  all  the  people  who  since  1990  have  bought  our 
excellent  Range  of  Motion  machine  (ROM).  Over  97%  of 
people  who  rent  our  ROM  for  30  days  wind  up  purchasing  it 
based  upon  the  health  benefits  experienced  during  that  tryout, 
and  the  ROM  performance  score  at  the  end  of  each  4  minute 
workout  that  tells  the  story 


of  health  and  fitness 
improvement.  At  under  20 
cents  per  use,  the  4  minute 
ROM  exercise  is  the  least 
expensive  full  body  complete 
exercise  a  person  can  do. 
How  do  we  know  that  it  is 
under  20  cents  per  use? 
Over  90%  of  ROM  machines 
go  to  private  homes,  but  we 
have  a  few  that  are  in 
commercial  use  for  over  12 
years  and  they  have  endured 
over  80,000  uses  each, 
without  need  of  repair  or 
overhaul.  The  ROM  4  minute 
workout  is  for  people  from 
10  to  over  100  years  old  and 


highly  trained  athletes  as  well.  The  ROM  adapts  its  resistance 
every  second  during  the  workout  to  exactly  match  the  user's 
ability  to  perform  work.  It  balances  blood  sugar,  and  repairs 
bad  backs  and  shoulders.  Too  good  to  be  true?  Get  our  free 
video  and  see  for  yourself.  The  best  proof  for  us  is  that  97% 
of  rentals  become  sales.  Please  visit  our  website  at: 
www.FastExercise.com. 


'ROM  is  the  best 
time  management 
tool  ever. " 


The  typical  ROM  purchaser  goes  through  several  stages: 

1_  Total  disbelief  that  the  ROM  can  do  all  this  in  only  4  minutes. 

2.  Rhetorical  (and  sometimes  hostile)  questioning  and  ridicule. 

3.  Reading  the  ROM  literature  and  reluctantly  understanding  it. 

4.  Taking  a  leap  of  faith  and  renting  a  ROM  for  30  days. 

5.  Being  highly  impressed  by  the  results  and  purchasing  a  ROM. 

6.  Becoming  a  ROM  enthusiast  and  trying  to  persuade  friends. 

7.  Being  ignored  and  ridiculed  by  the  friends  who  think  you've  lost  your  mind. 

8.  After  a  year  of  using  the  ROM  your  friends  admiring  your  good  shape. 

9.  You  telling  them  (again)  that  you  only  exercise  those  4  minutes  per  day. 
10.  Those  friends  reluctantly  renting  the  ROM  for  a  30  day  trial. 

Then  the  above  cycle  repeats  from  point  5  on  down. 

The  more  we  tell  people  about  the  ROM  the  less  they  believe  it. 

From  4  minutes  on  the  ROM  you  get  the  same  results  as  from  20  to  45 
minutes  aerobic  exercise  (jogging,  running,  etc.)  for  cardio  and 
respiratory  benefits,  plus  45  minutes  weight  training  for  muscle  tone  and 
strength,  plus  20  minutes  stretching  exercise  for  limbemess/flexibility. 


Anthony  Robbins 


Motivational  speaker  Anthony 
Robbins  calls  the  ROM  a  fan- 
tastic time  management  tool. 
He  owns  3  ROM  machines:  one 
at  his  home,  one  at  his  resort  in 
Fiji,  and  one  that  travels  with 
him  to  all  his  seminars. 


Order  a  FREE  DVD  or  video  from  www.FastExercise.com  or  call  (818)  787-6460 

Factory  Showroom:  ROM  FAB,  8137  Lankershim  Blvd.,  North  Hollywood,  CA  91605 
Fax:  (818)  301-0319  •  Email:  sales@FastExercise.com 


RENT  A  ROM  FOR  30  DAYS.  RENTAL  APPLIES  TO  PURCHASE. 
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Business  Opportunities  ■  Business  Opportunities  |       Office  Furniture 


*%ffiEftZ%?t  I  OFFSHORE 


Our  dealers  are  doing  it  so  can  you!  Our 
successful  formula  that  generates 
income  from  day  one  will  amaze  you. 
Investment  of  $14,900  normally 
recovered  in  the  first  30  days  or  less. 

Call:  1-800-399-0892 


♦Companies 
♦Banking 
♦Credit  Cards 
♦Privacy 


pox* 


Capital  Asset 

Management 

(800)710-0002      Pre*  Brochure 

Visa/MC/Amex  vwwjss«prolec!lon.com 


Own  A 
Private  Bank 

800-733-2191 


Investment  Properties 


KANSAS  OIL  &  GAS  LEASES 
FOR  SALE 

30,000  Undrilled  acres. 

All  located  in  oil 
producing  acres. 
Management  available. 
Contact  Jim  785-594-7100 


CALIFORNIA  SF  BAY  AREA 

1 800  FT  Above  LosGatos.  70  Acres 
+  Landing  Strip  8  +  Home  Sites 
Overlooks  SF  and  Monterey  Bay 

HONOLULU-KAILUA 

Build  Estate  or  1 8  -t-  Homes  on 
Panoramic  Ocean  and  Mtn.  View  Property 
8.5  Acres  Zoned  R5 
808-845-7851x102 


BUSINESSES  FOR  SALE 


International  Investment  Banking  Firm  Has 


Middle  Market  Businesses  for  Sale 


If  Interested  in  Buying  or  Selling  A  Business  Call 


1-877-213-1792  or  visit 

www.gwmerger.com 


Education 


Watches 


Amazing  Financial 
Interviews! 

Visit: 

PersonalInvestorsHr.com 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OW  NED 

ROLEX IN  STOCK 
also  Carticr.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nalionalwatch.com 

llh  I  ChtHniil  StrMr),  Phila  .  H  >»1  »•>•  AiUn. 


Premium  Ergonomic 
Task  Seating 

Full  features,  mesh  hack 

Internet  special  -s399. ' 
plus  'JO."  shipping 

www.e-chairusa.com 


me  yuiuii  uon  ouu*/*«/4u 
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Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  photographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you  where  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  toll  free: 
1-877-733-7876  or  go  to 
www.forbes.com/collector 


Forbes 


SUM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $35,  and 
still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 
opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  spedal 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


"orbes 

Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.,.. 
www.forbes.com/customerservice 


Timeshare 


TIMESHARE 


,  BEST  RESORT 
PRICES  &  WEC 

,  GREAT  RCI  & 
EXCHANGES 


70 

.... ,, ill 


Mortgages 


Capital  Hill  Mortgage  Co.,  Inc. 
Specializing  In  JIM  BO  Mortg 

An  adjustable  rale  mortgage 
may  be  nght  for  you  if: 
1 .95%  Primary  Residence  stable  for  5  yt 
1.65%  Investment  Property 
A  variety  of  programs  and  terms  are  ava: 
(800)245-0903  ask  for  Stella(201)31S-3211 
Correspondent  Mortgage  Banker  NJ,  FL, 

Licensed  by  NJ.  FL.  NY  Depl  of  Banking  &  Insurance 

325  Sylvan  Ave  3rd  Floor.  Engirwcod  Cliffs.  NJ  07632 


China  Tours 


Access  China  Tour 


Superior  Deluxe  Package 

20  Itineraries  From  9  To  22  Da 

Private  &  Business  Trips 


l-SOO-788-1399 
www.AccessChinaTours.con 


Forbes 


MAXIMUM  PROFIT/MINIMUM 


Each  month  Forbes  Special 

Situation  Survey  selects  ON 
stock  it  believes  is  poised  to  be 
the  market,  (Providian  Finana 
up  51%  in  12  months). 

Consistent  record  of  profits  pit 
advice  on  when  to  take  gains,  c 

losses.  Subscribe  risk-free  at 
$295.  Save  57%.  Get  14  imp 

tant  Special  Reports  plus  binds 


Call  877-898-1265  orgotc 
vvww.specialsrtuabon 
survey.com/frb 
Use  Savings  code:  JSQ5SAV 


SMALL  ADS 


Forbes  Subscribers  Service.. .tc  plan  your  order,  to  renew,  change  your  address  or  other  customer  service,  visit  our  site  at.. .www.forbes.com/customerservice  or  call.. .800-888-9 
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With  the  rapid  changes  in  telecommunications,  Williams  Telecommunications 
Corp.  stays  on  the  leading  edge,  ensuring  that  its  clients  are  equipped  with 
the  newest  proven  VoIP  technology. 

By  staying  abreast  of  rapidly  advancing  technology  with  the  potential  to 
change  world  dynamics  such  as  VoIP  and  Wi-Fi  technology,  Williams 
Telecommunications  Corp.  has  become  the  foremost  independent  global 
telecommunications  supplier. 

Williams  Telecommunications  Corp.  distributes  a  full  range  of  VoIP  and  Wi-Fi 
offerings  as  well  as  our  traditional  Telephony  product  lines  from  over  50 
manufacturers. 


WWW 


.william 


sgjfiaueoni 


1-800-982-3333 


THOUGHTS 


On  the  Business  of  Life 


T  A  T 

t^k    J    hy  do  we  do  it?  Why  has  FORBES  invested  so  much  in  the  most  painstaking  compilation  of 
m/    ^Lf       this  genre  ever  undertaken?  That  question  is  often  asked  by  those  who've  listed  on 
▼        W        The  Forbes  Four  Hundred.  But  after  face-to-face  discussions  with  some  of  the  Named, 
there's  almost  invariably  understanding  of  the  principal  raison  d'etre  for  The  Forbes  Four  Hundred:  What 
more  dramatic  indicator  of  the  vitality  of  the  free  enterprise  system  can  there  be?  — MALCOLM  S.  FORBES  ( 1 983) 


A  few  thoughts  from  Forbes  400 
members,  past  and  present: 

I've  always  said  that  I  am  worth  $29.53. 

—SAMUEL  ZELL 


We're  in  barracuda  land.  You  can  only  get 
away  with  this  once. 

—SHELDON  SOLOW 


At  my  age,  you  either  stay  busy  or  die. 

—SIDNEY  FRANK 


Software  is  still  the  biggest  damn 
opportunity  in  the  economy. 

—CHARLES  SIMONYI 


My  head's  not  in  the  clouds,  but  I  think 
I've  gotten  too  much  credit  for  being  an 
astute  businessman. 

—STEVEN  SPIELBERG 


The  market  is  like  a  beautiful  woman — 
always  fascinating  always  mystifying. 

—EDWARD  JOHNSON  III 


You  adapt,  evolve,  compete  or  die. 

—PAUL  TUDOR  JONES 


When  they  slam  the  door  in  your  face, 
you  have  to  figure  out  the  reasons. 
That's  the  essence  of  marketing. 

—MARC  NATHANSON 


Once  you  make  a  lot  of  money,  it's 
incredibly  enjoyable  to  give  it  away. 
It's  a  way  to  satisfy  the  soul. 

—STANLEY  DRUCKENMILLER 


We  are  polishing  the  floors  and  furniture, 
cleaning  the  rug,  killing  the  bugs, 
sweetening  the  air  and  waxing  the  old 
man's  car.  And  whenever  you  get  bit 
by  a  mosquito,  remember  I'm  smiling. 

—SAMUEL  CURTIS  JOHNSON 


It  is  a  sort  of  disease  when  you  consider 
yourself  some  kind  of  god,  the  creator  of 
everything,  but  I  feel  comfortable  about  it 
now  since  I  began  to  live  it  out. 

—GEORGE  SORO 


Wealth  is  a  responsibility  and  the  sharing 
of  it  a  way  of  life. 

— PETER  HAAS  JF 


Practicing  law  is  the  opposite  of  having 
sex.  Even  when  it's  good,  it's  bad. 

— MORT  ZUCKERMAI 


I'm  guilty  of  doing  too  much,  and  I'm 
guilty  of  not  seeing  mistakes  coming. 
What  I'm  not  guilty  of  is  making  the 
same  mistake  twice. 

—MICHAEL  DEL 


A  Text... 

The  thoughts  of  the  diligent 
tend  only  to  plenteousness; 
but  of  every  one  that  is  hasty 
only  to  want. 

—PROVERBS  21:5 
Sent  in  by  Allen  W  Cook,  Brentwood,  N.H. 
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We  don't  get  you  over  oceans,  mountains 
and  deserts  only  to  be  delayed  by  Chapter  3, 
Part  319,  Regulation  40-2  of  CFR  Title  7. 
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Side  Lines 


Telewallets 


Watch 


out,  central  bankers.  Some 
new  players  in  the  currency 
markets  are  about  to  give  you 
a  run  for  your  money.  Tele- 
phone companies,  for  example. 

In  his  story  on  money  laundering  Michael 
Freedman  mentions  the  emergence  of  new 
forms  of  e-money  (see  box,  p.  104).  A  Filipino 
nanny  working  in  Hong  Kong  can  deposit 
earnings  into  a  telephone  account  and  zap 
the  cash  back  home  to  her  family  in  Manila. 

This  kind  of  nonbank  banking  reaches 
rapidly  into  the  hinterlands  that  have  never  seen  a 
bank  branch  or  even  a  teller  machine.  It's  going  to  be  partic 
larly  quick  to  catch  on  in  those  parts  of  the  world  where  prepa 
cell  phone  accounts  are  the  norm  and  people  are  alrea> 
comfortable  with  the  notion  of  handing  cash  to  a  merchant  a 
getting  nothing  but  an  electronic  blip  in  return.  On  the  Sms 
wireless  system  in  the  Philippines  the  recipient  can  use  the  cre« 
to  buy  things  or  get  folding  currency. 

For  now  only  small  sums  can  be  kept  in  telephone  accoun 
but  there  is  no  limit  to  the  technology.  Predicts  Dan  B.  Schatt, 
analyst  at  the  financial  services  consulting  firm  Celent,  "Over  t) 
next  few  years  people  could  start  treating  their  cell  phones 
their  wallet." 

You  hope,  for  the  sake  of  the  prosecutors  trying  to  stop  te 
rorists  and  drug  pushers,  that  governments  maintain  some  co 
trol  over  this  evolving  technology.  But  it  is  also  reasonable 
hope  that  phone  money  weakens  the  local  monopolies  that  cei 
tral  banks  enjoy  in  the  business  of  issuing  currency.  What's 
stop  the  phone  company  from  offering  that  expatriate  maid 
selection  of  currencies  as  the  store  of  value? 

Some  users  of  money  have  good  reasons  not  to  trust  tl 
native  brand.  In  1991  the  Russian  government  stole  savings  01 
from  under  mattresses  by  canceling  50-ruble  and  100-rub 
notes.  Almost  any  central  bank  in  Latin  America  has  a  credibi 
ity  problem.  Pesos  will  do  as  a  medium  of  exchange,  if  you  hai 
no  other  choice,  but  once  dollars  are  just  a  click  away  the  pes 
doesn't  stand  a  chance  competitively. 

Telephone  banking  won't  make  it  impossible  for  the  govern 
ment  to  steal  dollars  (as  Mexico  did  in  1982  and  Argentina 
2002,  by  confiscating  bank  deposits),  but  it  ought  to  make  sue 
theft  politically  more  difficult.  It  would  have  been  harder  fo 
Argentina  to  solve  its  debt  crisis  by  snatching  dollars  if  thos 
dollars  had  been  stored  on  a  few  million  cell  phones  and  wei 
needed  for  tomorrow's  groceries. 
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wer  without  control,  isn't. 


Audi  S4  is  a  bold  testament  to  the  power  of  control.  With  quattro®  all-wheel 
e  and  a  heart-pounding  340  hp  V8,  the  S4's  forceful  acceleration  and  precision 
dlmg  engage  the  senses  like  few  cars  ever  be'fore.  It's  greater  to  lead  than  follow. 


Audi 


"Never  Follow,"  "S4,"  "quattro"  and  the  lour  rings  emblem  are  registered  trademarks  ol  AUDI  AG.  ©2005  Audi  of  America,  In 
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Directors/Europe;  Liz  Humble,  U.K.  Sales  Manager 

International  Projects 

Executive  Director  lames  W.  LaCirignola; 

Christian  M.  Frost 

Forbes  Custom  Media 
General  Manager  Ml  Reill) 

Forbes  Newsletter  Group 

Vice  President/Editor  Matthew  Schifrin 

Forbes  Investors  Advisory  Institute 
President  Wallace  Forbes; 
Vice  President  Vahan  Janjigian 

Advertising  Business 

Manager  Brandon  Russell;  Ivette  Reyes 


Readers  Say 


Slurred,  Not  Shaken 


Annuity  foe  Ken  Fisher. 


The  kindest  description  for  "You  Bought  a 
What?!"  {Sept.  19,  p.  240)  is  that  it  is  irrespon- 
sible and  misleading.  All  financial  products 
come  with  fees;  for  example,  the  fees  on 
deferred  annuities  finance  insurance  features 
that  other  products  lack,  such  as  a  lifetime 
income  option  and  death  benefit  protection. 
Nor  is  the  difference  in  the  taxation  between 
annuities  and  mutual  funds  nearly  as  extreme 
as  you  suggest.  Yes,  investment  gains  in  annu- 
ities are  taxed  at  ordinary  income  rates,  but 
only  when  money  is  withdrawn.  Mutual 
funds  are  taxed  whenever  interest,  dividends 
or  capital  gains  are  received.  Tax  deferral  for 
annuities  allows  them  to  get  the  full  benefit  of 
compounding,  which  is  vital  to  long-term  investing  and  compensates  for  the 
higher  tax  rates  on  annuities. 

Agents  and  brokers  typically  provide  materials  that  clearly  spell  out  the 
inner  workings  of  annuities  for  prospective  buyers.  Is  there  room  for 
improvement  in  the  sales  process.  Of  course.  But  to  slur  all  annuities  sellers 
is  contemptible. 

FRANK  KEATING 
Chief  Executive 
American  Council  of  Life  Insurers 
Washington,  D.C. 

DAVID  F.  WOODS 
Chief  Executive 

National  Association  of  Insurance  &Einancial  Advisors 

Falls  Church,  Va. 


This  Cook  Is  Stewed 

As  a  financial  adviser  who  has  read 
FORBES  for  over  20  years,  I  take  offense 
to  "The  Un- Vanguard"  (Sept.  19, 
p.  182).  American  Funds  was  accused 
of  failing  to  disclose  giving  brokers 
"extra  goodies."  That's  money  not 
paid  out  of  shareholder  balances;  it  is 
part  of  the  sales  charge  and  not 
included  in  net  invested  assets.  On  a 
$10,000  investment  it  averages  $2  and 
never  amounts  to  more  than  $5.  Amer- 
ican Funds  spends  no  money  on 
advertising;  it  markets  itself  to  advis- 
ers. The  0.02%  of  sales  it  spends  on 
this  effort  is  a  fair  tradeoff  for  the 
colossal  advertising  budgets  other 
funds  must  maintain  in  order  to  sell 
directly  to  investors. 


Who  was  better  served?  The  sha 
holder  who  followed  the  herd  to 
"no  load"  with  the  Vanguard  S&P 
Index  fund,  watched  his  investmc 
drop  over  three  years  and,  if  he  v 
shrewd  enough  not  to  panic,  wail 
until  the  end  of  last  year  to  end 
with  a  cumulative  return  of  minus  4 
Or  the  investor  who  bought  Grow 
Fund  of  America  through  the  adv 
•of  a  professional,  paid  a  "nice  fat  sa 
commission  of  up  to  5.75%"  did 
panic  when  the  fund  dropped  a 
wound  up  with  a  total  return  of 
at  the  end  of  2004?  I  would  argue  tl: 
the  investor  who  paid  the  "fat"  coi 
mission  fared  best. 

CLIFFORD  J.  COO 
St.  Petersburg,  | 
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the  WE'RE  ALL  ON 

A  DIFFERENT  PAGE  era  is  over 


Microsoft"  Office  has  evolved.  Have  you? 

After  all,  the  way  we  work  has  changed.  These 
days,  the  bigger  the  team,  the  harder  it  is  to 
work  together.  That's  why  the  latest  version  of 
Microsoft  Office  allows  easy  access  to  Team 
Workspaces.  Step  up  to  a  world  where  shared 
locations  hold  documents,  schedules,  tasks,  and 
announcements.  It's  time  to  evolve  the  way  you 
work.  Discover  how  at  microsoft.com/office/evolve 


Microsoft 


Your  potential.  Our  passion 

crosoft 


Office 


Readers  Say 


After. 


Recrafting. 
The  return 
on  a  great 
investment. 


Return  your  worn  Allen-Edmonds  shoes  to 
their  original  glory  with  Allen-Edmonds 
Recrafting®.  We  use  the  same  techniques 
when  Recrafting  your  shoes  that  we  used  in 
their  original  construction.  Simply  mail  us 
your  worn  Allen-Edmonds  shoes.  Visit 
www.allenedmonds.com  to  download  a 
postage-paid  mailing  label.  Eor  more 
information  on  Recrafting.  visit  your  nearest 
Allen-Edmonds  dealer  or  call  1 877-495-5564. 

Men 

.53monds* 

For  All  Walks  of  Life" 


allenedmonds.com 


Made  in  USA 


Silicon  Moghuls 

"India  Rising"  (Sept.  5,  p.  136)  created  a 
lot  of  buzz  in  the  circles  I  travel.  The  story 
was  a  good  representation  of  how  venture 
investing  is  progressing  in  India.  Having 
just  hosted  an  event  in  Bangalore  that 
gathered  more  than  60  technology  com- 
pany leaders  and  venture  capitalists  from 
China,  India,  Israel,  the  U.K.  and  the  U.S., 
it's  clear  that  tech  companies  and 
investors  are  only  scratching  the  surface 
of  new  opportunities  in  this  sector.  Your 
story  is  being  talked  about  in  both  Silicon 
Valley  and  India;  people  view  it  as  an 
indication  that  India  is  going  to  be  a 
major  player  in  the  global  tech  economy. 
Thank  you  for  this  wake-up  call. 

ASH  LILANI 
Head  of  Global  Markets 
Silicon  Valley  Bank 
Santa  Clara,  Calif. 

Doctor  Without  Patience 

In  "Give  the  Lawyer  His  Cut"  {On  My 
Mind,  Oct.  3,  p.  42)  Alexander  Tabarrok, 
an  economics  professor,  argues  that  exor- 
bitant contingency  fees  of  33%  are  actu- 
ally good  for  the  injured  and  society.  He 
sounds  like  Gordon  Gekko  in  the  movie 
Wall  Street.  As  a  practicing  oncologist  I 
have  yet  to  encounter  a  patient  who 
stopped  smoking  because  the  trial  lawyers 
ripped  the  tobacco  industry  in  the  name 
of  the  public  interest.  Western  Europe  has 
better  health  outcomes  for  fewer  GDP 
dollars  than  the  U.S.  Their  trial  lawyer 
industry  is  rudimentary  compared  with 
their  American  counterparts,  with  laugh- 
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ably  small  jury  awards.  Please,  profess 
don't  instruct  your  students  that  greec 
good.  We  all  know  how  the  movie  end 
ALEKSANDAR  JANKC 
Memphis,  Ter 

Prelate  Power 

As  you  described  in  "Catholics  in  Cris 
(Sept.  19,  p.  1 12),  Geoffrey  T.  Boisi's  pi 
for  the  Catholic  Church's  finances  is  t 
only  game  in  town.  The  protests  of  Fatl 
C.  John  McCloskey,  of  Opus  Dei,  ai 
others  who  claim  that  allowing  the  la 
to  bring  modern  management  techniqi 
to  the  Church's  finances  is  tantamount 
letting  it  control  the  theology  of  t 
Church  is  disingenuous.  Many  of  t 
"traditionalist"  organizations  named 
your  article  are  the  ones  hijacking  tl 
theology  of  the  Catholic  Church.  Strong 
opposed  to  the  teaching  of  the  Secor 
Vatican  Council,  Opus  Dei's  contrib 
tions  buy  a  lot  of  anticonciliar  theolog 
Their  role  in  the  Church  is  further  con 
plicated  by  the  "personal  prelature"  stati 
granted  to  them  by  John  Paul  II,  whio 
leaves  them  free  of  all  local  authority  arj 
answerable  only  to  the  Pope.  Talk  about 
management  problem! 

CATHARINE  A.  HENNINGSE 
Editor,  SALT:  The  Op-Ed  Page  of  I 
Catholic  Churc 
Rye  Brook,  N. 

No  Ordinary  Bird? 

The  swan  you  describe  at  Devil's  Lake 
"Oh,  Just  Hit  It  With  a  Hummer"  (Sep) 
19,  p.  62),  which  GM  vice  chairma 
Robert  Lutz  and  wife  Denise  are  trying 
protect,  is  no  ordinary  bird.  He  and  h 
mate  have  been  around  for  a  decade.  ThJ 
swan  is  practically  a  mascot  to  man] 
Michiganders.  Bob  and  Denise  don 
deserve  to  be  subjected  to  the  outlandisl 
humor  conveyed  by  your  headline.  1 
more  people  had  as  much  compassion 
the  Lutzes,  this  world  would  be  a  far  beti 
ter  place  to  live  in. 

JAN  HUS 
Manitou  Beach,  Mich 


Forbes 


Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Psychologist 


Therapist 


Shrink 


Whatever  your  style,  whatever  your  size,  Allen-Edmonds  is  the  perfect  fit. 
Our  shoes  are  handcrafted  in  sizes  616  and  widths  AAAEEE.  When  they 
finally  show  their  wear,  our  Recrafting®  process  will  have  them  looking  new 
again.  For  a  catalog  and  Allen-Edmonds  dealer  near  you,  call  1-800  235-2348. 

Shoes  from  top  to  bottom:  Astor,  Fairfax.  Byron  allenedmonds.com  Made  in  USA       For  All    Walks  of  Life" 


MM  H  A  T    CAN    J  H  £ 

YELLOW  JERSEY 

TEACH    US  ABOUT 

UNIVERSAL  BANKING? 


When  someone  new  takes  the  lead,  everybody  knows  it. 


Gaining  more  than  275  lead  relationships  in  2004.  Wachovia  has  emerged  as  the  newest  leader  in 
corporate  and  investment  banking.  Our  integrated  platform  assures  our  clients  that  each  step  in 
every  transaction  is  fully  coordinated,  and  every  stage  of  capital  raising  is  executed  seamlessly.  Each 
client  has  one  coverage  banker  who  coordinates  a  team  of  product  and  industry  experts  to  provide  the 
right  solutions  for  your  business.  Talk  to  us.  We'll  show  you  what  it  takes  to  stay  ahead  of  the  competition. 


wvchovla 
Securities 

Uncommon  Wisdom 


Wachovia  Securities  is  the  trade  name  for 
2005. Wachovia  Corporation 


■  ■ 


Investment  Banking  ■  Corporate  Banking  ■  Equity  ■  Fixed  Income 


ite  and  investment  hanking  services  of  Wachovia  Corporation  and  its  subsidiaries,  including  Wachovia  Capital  Markets.  LLC  ( 'WCM ').  member  NYSE.  NASD.  SIPC. 


act  and  Comment 

y  Steve  Forbes,  editor-in-chief 
IVith  all  thy  getting  get  understanding' 


Hurricane  "Grasping  Government" 


IE  PROMINENCE  THAT  HURRICANES  KATRINA  AND  RITA  HAVE 
jven  the  National  Weather  Service  will  prompt  this  agency  to  con- 
me  its  insidious  assault  on  the  country's  commercial  weather 
idustry.  The  prime  mission  of  the  NWS  is  to  give  warning  of  tor- 
does,  hurricanes  and  other  weather  hazards.  The  service  is  also 
pposed  to  provide  basic  forecasts  to  the  public,  as  well  as  essen- 
id  marine  and  aviation  forecasts.  The  private  sector  has  created  a 
riety  of  commercial  weather  products  that  range  from  special- 
d  forecasts  for  weather-sensitive  businesses,  such  as  resorts  and 
mmodities  traders,  to  those  consumer-friendly  weather  maps 
en  in  newspapers  and  on  television. 

But  a  few  years  ago  the  NWS  decided 
compete  head-on  with  such  private 
jtfits  as  AccuWeather,  the  Weather 
lannel  and  WeatherData.  At  the  end  of 
st  year  the  Commerce  Department's 
ational  Oceanic  &  Atmospheric  Admin- 
tration  (NOAA),  parent  of  the  NWS, 
rmalized  this  taxpayer-subsidized  attack 
'  repealing  its  policy  of  noncompetition 
id  nonduplication  with  the  private  sec- 
r.  This  is  a  classic  bureaucratic  power 
ab  that  should  be  halted.  It's  the  equivalent  of  the  government's 
ureau  of  Labor  Statistics  deciding  to  formally  compete  with  Wall 
reet  firms  and  other  private  entities  that  do  economic  analyses 
id  research,  or  of  the  U.S.  Postal  Service  using  government 
loney  to  drive  UPS  and  FedEx  out  of  business. 
I  Senator  Rick  Santorum  (R-Pa.)  has  proposed  legislation 
iat  would  force  the  NWS  to  get  back  to  its  basic  purpose — 
reducing  warnings  of  tornadoes,  tsunamis  and  the  like. 

Contrary  to  NWS  propaganda,  private-sector  weather  com- 
mies don't  simply  take  the  government's  data  and  repackage  it. 
s  the  head  of  WeatherData,  Mike  Smith,  puts  it,  "We  create  orig- 
lal  content  because  our  clients  demand  it.  For  instance,  we  assist 
oyota's  logistics  department  in  managing  their  world-famous, 
ist-in-time  inventory  system  around  snow  and  ice  storms.  We 
sip  BNSF  Railway  prevent  accidents  by  precisely  informing 
tern  in  sufficient  time  to  take  precautionary  measures  where  a 
>rnado  or  flash  flood  will  occur  along  their  right-of-way." 


Your  colorful  TV  weather  graphics  originated  from 
the  private  sector,  not  Washington  bureaucrats. 


The  public  gets  most  of  its  weather  forecasts  from  commercial 
providers,  including  the  Weather  Channel,  loel  Myers,  founder  of 
what  has  become  the  world's  best-known  commercial  weather  ser- 
vice, AccuWeather,  pioneered  ready- for- air  color  weather  graphics 
for  TV  stations  and  print-ready  weather  pages  for  newspapers. 

Several  years  ago  Canada's  government  weather  service  took 
a  similar  course  and  went  into  direct  competition  with  the  pri- 
vate sector.  Once  the  government  achieved  a  monopoly,  the  price 
of  its  raw  data  went  up — just  what  you'd  expect  from  a  monop- 
olist. To  its  credit,  however,  the  Canadian  government  recently 
has  reversed  itself.  The  government  ser- 
vice has  returned  to  its  core  mission  of 
providing  raw  data,  such  as  warning  of 
hurricanes  and  tornadoes,  and  leaves  the 
more  specialized  work  for  specific  indus- 
tries and  companies  to  the  private  sector. 

It's  not  as  if  the  National  Weather 
Service  has  been  a  model  of  efficiency. 
At  least  two  of  its  six  tsunami-sensing 
buoys  stationed  in  the  Pacific  Ocean 
were  out  of  service  on  the  day  the  noto- 
rious Indian  Ocean  tsunami  erupted  last 
December.  The  NWS'  Pacific  Tsunami  Warning  Center,  in  fact, 
was  unmanned  at  the  time.  Granted,  there  was  little  the 
NWS  could  have  done  to  prevent  the  loss  of  life  caused  by  that 
wave,  but  had  a  similar  tsunami  erupted  farther  west,  we  would 
not  have  been  hilly  prepared  either. 

Another  example  of  the  NWS'  ineffectiveness  took  place 
during  the  2004  hurricane  season.  As  Senator  Santorum  ruefully 
observed,  "As  Hurricane  Charley  hit  southern  Florida,  the 
United  States'  most  sophisticated  research  aircraft  for  collecting 
data  on  hurricanes,  two  P-3  Orions,  were  nowhere  near  the  eye 
of  the  storm.  Instead  they  were  studying  monsoon  effects  in 
Mexico  and  air  pollution  in  New  Hampshire.  Had  the  hurricane- 
hunter  planes  studied  the  path  of  the  storm,  NWS  could  have 
helped  to  prevent  the  upheaval  of  many  Floridians  from  their 
homes  and  assisted  the  millions  of  Floridians  impacted  by  the 
uncertainty  of  the  path  of  a  dangerous  and  deadly  hurricane." 
The  Santorum  bill  deserves  prompt  passage. 


Suffocatingly  Stingy 


ETER  IENNINGS'  DEATH  FROM  LUNG  CANCER  THIS  SUMMER 
id  the  subsequent  announcement  that  Dana  Reeve,  the  widow 
vho  never  smoked)  of  Christopher  Reeve,  has  the  disease  under- 
:ore  an  ugly  fact  of  American  medical  research:  The  study  of  lung 
incer,  which  annually  kills  more  Americans  than  liver,  colon, 


prostate  and  breast  cancers  combined,  is  grossly  underfunded.  It 
receives  only  a  fraction  of  the  grant  money  that  goes  toward 
research  on  other  cancers,  particularly  prostate,  breast  and  cervi- 
cal. For  example,  even  though  lung  cancer  kills  four  times  as  many 
people  as  breast  cancer,  the  National  Cancer  Institute  last  year  spent 
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Fact  and  Comment 


twice  as  much  money  on  breast  cancer  as  on  lung  cancer. 

No  wonder  the  survival  rate  from  lung  cancer  has  hardly 
increased  over  the  past  30  years.  Why  the  neglect?  In  large  part 
because  of  the  notion  that  those  who  get  lung  cancer  bring  it 
upon  themselves  by  smoking.  Moreover,  no  public  figure  has 
made  the  affliction  his  cause,  in  contrast  to  the  many  advocates 
who  push  the  fight  against  AIDS  and  breast  and  prostate  cancers. 

Such  discrimination  must  end.  Lung  cancer  is  the  leading 
cancer  killer  worldwide,  and  the  problem  is  growing.  Many  suf- 
ferers are  people  who  gave  up  smoking.  Moreover,  15%  of  lung 
cancer  patients  never  smoked  in  the  first  place. 

A  concerted  push  for  developing  early  detection  methods 
would  pay  rich  dividends  in  longevity.  Nearly  40%  of  lung  cancer 
victims  are  diagnosed  when  the  disease  has  already  metastasized; 
the  survival  rate  at  that  point  is  only  2%.  However,  the  survival  rate 
jumps  to  almost  50%  when  this  cancer  is  discovered  before  it 
spreads  outside  the  lung.  One  promising  detector  is  the  so-called 


spiral  CT  scan,  which  appears  to  pick  up  tumors  far  better  tl 
traditional  X  rays  do.  Unbelievably,  trials  on  the  accuracy  of 
scan  are  being  conducted  in  a  leisurely  fashion  and  aren't  sch 
uled  to  be  completed  until  2009.  A  little  anti-AIDS-movement 
urgency  here  could  save  tens  of  thousands  of  lives.  A  similar  sp 
of  let's-move-on-it-now  might  speed  up  the  developrnen 
promising  treatments  for  the  disease  itself.  For  instance,  th 
ought  to  be  more  tests,  more  research  done  in  combining 
effective  antitumor  drug  called  Tarceva  with  other  therapies 
And  we  should  certainly  be  doing  more  to  educate  yoi 
people  about  the  dangers  of  smoking  and  second-hand  smi 
It's  no  surprise  that  most  states  are  spending  most  of  their  mi 
billion-dollar  tobacco  settlement  money  on  pet  political  proj< 
instead  of  on  projects  targeted  toward  stopping  smoking  in 
first  place.  In  fact,  states  would  suffer  a  fiscal  calamity  if  torn 
row  morning  everyone  gave  up  smoking,  thereby  depriving 
politicians  of  tens  of  billions  of  dollars  in  cigarette  taxes. 


First  and  Foremost 


George  Washington:  The  Founding  Father — by  Paul  Johnson 
(HarperCollins,  $19.95).  Historian  and  FORBES  columnist  Paul 
Johnson  has  just  penned,  as  part  of  HarperCollins' 
Eminent  Lives  series,  an  excellent,  brief  biography 
of  America's  first  Commander-in-Chief.  This  wee 
volume  quickly  makes  us  appreciate  again  what  an 
extraordinary  man  George  Washington  was.  He  had 
amazing  self-discipline.  He  mastered  surveying  and 
geography,  critical  subjects  for  living  in  the  frontier 
country  that  America  was  then.  "Like  Bonaparte,  he 
became  an  expert  map  reader,  an  accomplishment 
few  senior  officers  in  any  country  possessed."  Wash- 
ington honed  his  military  skills  early  in  his  career,  fighting  with 
the  British  against  the  French  and  their  Indian  allies.  In  fact,  he 
helped  precipitate  the  Seven  Years  War  (1756-63)  when  he 
attacked  an  armed  French  camp  near  modern-day  Pittsburgh. 

Johnson  rightly  emphasizes  how  the  Colonies  had  had  more 
than  100  years  of  experience  in  running  their  own  affairs  by  the 
time  London  tried  a  more  direct  approach  in  governing — i.e.,  tax- 
ing them  more — after  the  Seven  Years  War.  "What  Washington 
could  not  understand  was  why  none  of  those  who  held  power  on  the 


British  side  made  any  attempt  to  learn  about  the  American  peo) 
their  history  and  views.  None  of  them  grasped  that  the  Colonies 
had  representative  governments  since  their  inceptic 
When  the  Revolutionary  War  came,  Washingt 
named  commander  of  the  ragtag  Continental  Ar 
by  the  Continental  Congress,  grasped  that  victory 
in  fighting  a  war  of  endurance  and  attrition.  "He  \ 
a  strategist  of  genius,  who  understood  very  well  w 
kind  of  a  war  he  was  fighting  and  how  to  win 
And  win  it  he  did,  even  though  most  of  the  time 
was  "outnumbered,  outgunned  and  outfinanced 
After  the  war  Washington  also  proved  to  b 
superb  statesman,  who  made  possible  the  success  of  the  Con 
tutional  Convention  and  who  then  served  eight  turbulent 
successful  years  as  our  first  President.  His  singular  charac 
shone  throughout:  Twice  he  voluntarily  gave  up  power  a 
returned  to  private  life — after  the  war  and  after  his  presidenc 
As  he  grew  older,  Washington's  hatred  of  slavery  intensifi 
He  made  provision  in  his  will  for  the  emancipation  of  his  slav 
unlike  Thomas  Jefferson,  whose  slaves'  fate  was  to  be  sold 
after  his  death  to  help  pay  down  his  mountainous  debts. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


Strip  House-  i  3  Hast  12th  St.  (Tel.:  212-328-0000).  Not  only  is 
the  steak  outstanding,  but  everything  else  is  mouthwateringly 
delicious  as  well.  The  lobster  bisque,  herb  French  fries,  and 
grilled  sea  bass  are  excellent.  Service  is  friendly  and  knowledge  - 
able; the  ambiance  is  clubby  and  congenial.  The  cheesecake  may 
be  the  most  monumental  and  memorable  served  anyplace. 

The  Alamo-304  East  48th  St.  (Tel.:  212-759-0590).  The  food 
at  this  sophisticated  Mexican  restaurant  is  first-rate.  The  ceviche 
sampler  and  the  salad  of  calamari  and  bananas  are  divine;  the 
tuna  with  figs  is  scrumptious.  Desserts  are  obscenely  good.  All 


this  along  with  perfect  guacamole  and  fabulous  margaritas. 

La  Belle  Vie-184  Eighth  Ave.,  at  19th  St.  (Tel.:  212-929 
4320).  This  Chelsea  bistro  is  friendly  and  welcoming,  but  tht 
prices  are  too  high  for  the  mosdy  mediocre  fare  served. 
•  Alto-520  Madison  Ave.,  at  53rd  St.  (Tel.:  212-308-1099) 
The  space  is  beautiful,  the  selections  prepared  in  the  manne 
of  the  Alto  Adige  region  in  Italy,  where,  for  many,  German  ii 
still  the  first  language.  Try  the  risottos  and  pastas,  meat  anc 
fish,  which  are  wonderful  and  quite  unlike  anything  most  peo 
pie  have  ever  tasted.  F 


28     FORBES-  October  17,  2005 


Includes  American  Eagle?  We  know  why  you  fly  and  AA.com  are  marks  of  American  Airlines.  Inc. 
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We  know  why  you  fly 


200,000  people.  On  3,800  flights.  Every  day.  Including  one  home  tonight,  instead  of  tomorrow. 

AmericanAirlines 

AA.com 


JAGUAR 


MM 
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Other  Comments 


J  have  dreamed  in  my  life,  dreams  that  have  stayed  with  me  ever 
after,  and  changed  my  ideas;  they  have  gone  through  and  through 
me,  like  wine  through  water,  and  altered  the  color  of  my  mind. 

— EMILY  JANE  BRONTE 


Needed:  A  Bit  of  Belt-Tightening  Republicans 

need  to  look  back  to  the  1990s  to  appreciate  that  budget  cuts  can 
be  a  winning  strategy.  And  they  need  to  look  forward  to  realize 
complacency  is  no  longer  an  option.  Huge  Katrina  expenses, 
continued  Iraq  spending  and  rising  entitlement  costs  means 
now  is  the  time  to  launch  a  new  Republican  budget  revolution. 

—CHRIS  EDWARDS,  Cato  Institute,  Washington  Times 

Democratic  Waves  of  Change  Democratic 

revolutions  have  spread  from  the  Black  Sea  to  Central  Asia,  just  as 
they  did  before  in  Central  Europe  and  the  Pacific  Rim.  Taiwan's 
evolution  to  free  and  vibrant  democracy  has  immeasurably 
improved  the  lives  of  our  citizens.  Our  democratic  journey  is 
irreversible,  our  hard-won  freedoms  too  precious  to  give  up. 
Across  the  Taiwan  Strait  we  see  a  country  that  ruthlessly  resists  the 
democratic  waves  of  change.  China  is  a  one-party  state  with  no 
political  freedom.  It  has  thousands  of  Internet  censors  and  secret 
police  determined  to  thwart  access  to  free  information  and  ideas 
of  liberty.  And  it  dangerously  stokes  anti- Japanese  protests  to 
bolster  its  nationalist  credentials.  At  the  core,  differences  between 
China  and  Taiwan  are  differences  between  a  menacing  dictatorship 
and  a  democracy  under  siege.  China's  belligerent  posture  is  the 
direct  result  of  the  lack  of  freedom  for  its  people  and  the  contin- 
uation of  secretive  one-party  ride  lacking  political  legitimacy. 

It  is  inevitable  that  there  will  come  a  day  when  the  interna- 
tional community  recognizes  that  the  Taiwanese  people,  like  the 
Lebanese,  Palestinian,  Kyrgyz,  Georgian,  Ukrainian,  Israeli,  and  so 
many  others,  have  the  right  to  determine  their  own  government, 


"It's  not  just  a  raise  in  my  allowance,  it's 
also  a  boost  for  consumer  confidence!" 


their  own  identity  and  their  own  destiny.  All  that  is  required  is  fj 
the  international  community  to  muster  the  political  will 
demand  peace  in  the  Taiwan  Strait  until  the  Chinese  people  enji 
the  benefits  of  freedom  enjoyed  by  the  Taiwanese  people. 
—MARK  TAN-SUN  CHEN,  Taiwan's  Minister  of  Foreign  Affaii 

New  York  Sl 

Eradicate  Smoking,  Not  Smokers  Smokir 

causes  lung  cancer:  That  is  a  fact.  But  just  because  this  dead! 
disease  can  be  caused  by  a  nasty  habit  is  no  reason  to  abandc 
its  victims.  Lung  cancer  needs  to  be  fought  with  the  same  vig 
lance  that  is  given  to  other  chronic  diseases.  The  nation  needs  1 
fight  to  prevent  it,  but  it  also  needs  to  fight  to  treat  and  cure  it 

Lung  cancer  is  the  leading  cause  of  cancer  deaths.  Yet  tfl 
research  funding  into  lung  cancer  lags  far  behind  the  research  f<j 
other  types  of  cancer.  The  National  Cancer  Institute  reported  th) 
in  2001  it  spent  only  $1,311  per  lung  cancer  death,  but  it  spet 
$11,704  for  each  breast  cancer  death,  $8,190  for  each  prostal 
cancer  death  and  $3,625  for  each  colorectal  cancer  death. 

Make  no  mistake.  People  who  smoke  need  to  stop.  Convin<| 
ing  people  not  to  smoke  is  the  best  way  to  prevent  lung  cancer.  Bu 
people  who  have  made  the  mistake  of  smoking  are  not  the  enemi 
They  need  compassion,  and  they  need  a  vigilant  search  for  a  cun 

— The  Tennesseai 

More  Alike  Than  Not  It  is  well  that  there  is  no  on 
without  a  fault;  for  he  would  not  have  a  friend  in  the  world. 

— WILLIAM  HAZLITl 

Rare  Opportunity  Washington,  entirely  as  a  result  a 
his  personal  qualities — not  too  much  to  say  his  charisma-* 
possessed,  for  the  first  time  in  history,  a  first-class  general  stafl 
who  understood  his  mind  and  methods  and  could  carry  out  hii 
intentions  religiously.  This  was  something  none  of  the  Britisl 
commanders  had;  indeed,  it  was  denied  to  the  two  outstandinj 
generals  of  the  next  generation,  Napoleon  and  Wellington.  But 
in  strict  military  terms,  it  was  all  Washington  had.  In  all  othe: 
respects  he  was  outnumbered,  outgunned  and  outfinanced. 
— PAUL  JOHNSON,  George  Washington:  The  Founding  Fathet 

A  House  Divided . .  •  There  is  no  room  in  this  coun- 
try for  hyphenated  Americanism.. . .  The  one  absolutely  certair 
way  of  bringing  this  nation  to  ruin,  of  preventing  the  possibility 
of  its  continuing  to  be  a  nation  at  all,  would  be  to  permit  it  tc 
become  a  tangle  of  squabbling  nationalities. 

—THEODORE  ROOSEVELT  F 
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Growth  and  protection.  The  strong 
and  steady  approach  to  retirement. 

At  Prudential  Retirement. 

Protect  what  really  matters,  and  grow  it  with  care.  That's  our 
approach  to  planning  for  retirement. 

For  decades,  we've  used  our  strength  in  insurance  and  investments 
to  help  people  and  organizations  plan  for  retirement.  Today, 
more  than  3  million  individuals  choose  Prudential  Retirement 
to  help  them  grow  and  protect  wealth  through  every  stage  of 
the  retirement  planning  cycle  —  from  accumulating  assets, 
to  distribution  and  managing  retirement  income.  And  7,500 
institutions  of  all  sizes  rely  on  us  for  intelligent  retirement  plan 
solutions  that  address  their  administrative  and  fiduciary  needs. 

Growth  and  protection  from  a  company  that's  stood  the  test 
of  time.  That's  the  strong  and  steady  approach  to  retirement. 
That's  Prudential  Retirement. 


Prudential  (M  Financial 

Crowing  and  Protecting  Your  Wealth® 

l-800-THE-ROCK  www.prudential.com 


DEFINED  CONTRIBUTION  PLANS  DEFINED  BENEFIT  PLANS  NON-QUALIFIED  PLANS 


5 1/2005.  Prudential  Retirement  is  a  Prudential  Financial  business  and  is  a  service  mark  of  The  Prudential  Insurance  Company  of  America,  Newark,  NJ  and  its  affiliates.         inst  20041112  A017003 


CHANGE,  NOT  ITS  VICTIM? 

HOW  CAN  WE  TAKE  ADVANTAGE 
OF  MARKETPLACE  CHAOS? 

HOW  CAN  WE  SPUR  INNOVATION 
TO  CREATE  TRUE  DIFFERENTIATION? 


kind  of  thinking  a 

the  answers  with  IBM.  Our  expertise  in  On  Demand  Business  can  help  you  cope  with  an 
ultradynamic  marketplace  by  developing  an  innovation-driven  strategy  which  increases  agility 
as  it  blunts  commoditization.  We  can  even  help  you  better  execute  your  strategy  in  play.  We've 
already  helped  companies  like  Credit  Suisse  and  Procter  &  Gamble  implement  strategic 
changes  to  boost  growth.  What  could  we  do  for  you?  Learn  more  about  what  makes  us  different. 
Visit  ibm.com/innovation/strategy 

IBM  BUSINESS  CONSULTING 


IBM,  the  IBM  logo  and  On  Demand  Business  are  registered  trademarks  or  trademarks  of  International  Business  Machines 
Corporation  in  the  United  States  and/or  other  countries.  Other  company,  product  and  service  names  may  be  trademarks  or 
service  marks  of  others.  ©2005  IBM  Corporation.  All  rights  reserved. 


HERE'S  TO  THE  ROAD  WARRIORS  WITH  SPINES  OF  STE 

AND  DELICATE  BAC 

Toting  briefcases  and  carrying  barely  carry-onable  luggage  throi 
a  hundred  airports.  It's  enough  to  make  a  business  traveler  tough  as  n 
And  weak  as  a  kitten.  Courtyard's  thicker  new  mattresses,  softer  new  pillc 
and  suppler  new  sheets  are  designed  to  sooth  and  support  them  every  ni 
So  they  can  get  up  every  day  and  conquer  the  wc 
NEW  BEDS  AND  BEDDING  AT  COURTYA 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELE 


COURTYAR1 


For  reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/Courtyard. 

New  bedding  availability  varies  by  location. 


Harriott 


Current  Events 


y  Lee  Kuan  Yew,  minister  mentor  of  Singapore 


Homegrown  Islamic  Terrorists 


>F  THE  FOUR  SUICIDE  BOMBERS  WHO  STRUCK  LONDON'S  TRAN- 
t  system  on  July  7,  one  was  a  Jamaican-born  British  citizen  and 
iree  were  of  Pakistani  descent  but  born  and  raised  in  Britain. 
)ne  of  them,  Mohammad  Sidique  Khan,  had  recorded  a  chilling 
ideo  message  of  more  terror  to  come,  which  was  aired  on 
J  Jazeera  in  September.  London's  Guardian  found  the  message 
disturbing  not  only  because  of  its  content  but  also  because  of 
/ho  was  delivering  it.  We  have  become  used  to  such  grim  mes- 
ages  delivered  in  Arabic.  This  was  spoken  in  English,  in  a  calm 
lative  Yorkshire  accent,  aimed  specifically  at  British  Muslims." 
Aore  than  likely  Continental  Europe,  as  well  as  Britain,  has 
tomegrown  suicide  bombers  among  its  second-generation  Mus- 
■ms.  British  intelligence  has  found  that  most  of  these  British  ter- 
orists  have  been  radicalized  by  Islamist  preachers  in  Britain. 

Prime  Minister  Tony  Blair  has  announced  new  legislation  giv- 
ig  the  government  powers  to  take  preventive  action,  including 
xpelling  preachers  of  hate.  These  moves  will  help  but  will  not 
liminate  the  problem.  In  the  1960s  Singapore  had,  by  statute,  set 
p  the  Islamic  Religious  Council.  The  council  controls  all  sermons 
n  mosques  and  teachings  in  madrassas.  Yet  in  December  2001 
ingapore  and  Malaysia  arrested  the  first  group  of  some  30  home- 
rown  Jemaah  Islamiah  (JI)  members  as  they  were  planning  to 
etonate  seven  truck  bombs  at  American,  British,  Australian  and 
sraeli  targets  in  Singapore.  (Singapore  arrested  a  second  group 
f  21  Islamic  militants  in  August  2002.)  These  terrorists  had  been 
ndoctrinated  by  a  charismatic  preacher  during  religious  classes 
n  the  privacy  of  JI  members'  homes,  not  in  mosques  or  madras- 
as.  These  recruits  had  weak  and  vulnerable  personalities  and 
)nly  a  shallow  understanding  of  Islam.  Joining  the  jihadists  gave 
hem  a  sense  of  belonging  to  a  secret  group  embarked  on  a  mis- 
i  ion  from  which  they  would  gain  redemption  by  sacrificing 
hemselves  to  avenge  the  oppression  of  Muslims  everywhere. 

Terrorist  Tactics 

i  n  a  video  aired  on  Al  Jazeera  in  early  August,  Ayman  al- 
^awahiri,  the  number  two  man  in  al  Qaeda,  warned  of  more 
wmbings  if  British  troops  remained  in  Iraq  and  Afghanistan. 
A/buld  London  have  been  spared  if  Britain  had  not  supported 
he  U.S.  in  Iraq?  I  doubt  it.  London — like  other  European  and 
\sian  cities,  including  Singapore — was  on  al  Qaeda's  target  list. 
I  had  been  preparing  to  bomb  Singapore  in  2001,  long  before 
die  Iraq  invasion.  When  arrested,  the  jihadists  said  they  wanted 
o  kill  Americans  and  their  allies  in  Singapore. 

If  terrorists  succeed  in  forcing  the  U.S.  and  its  allies  out  of 


Iraq,  the  jihadists  will  be  triumphant  and  terrorism  will  spread 
worldwide.  Osama  bin  Laden  and  al  Qaeda's  objective  is  not  to 
get  Americans  out  of  Iraq  but  to  control  Saudi  Arabia  and  its 
oil — and  after  that,  the  world. 

The  insurgency  in  Iraq  can  and  will  be  defeated  by  Iraqis,  not 
by  Americans.  After  a  government  is  installed  following  the  second 
election,  American  forces  will  be  able  to  progressively  step  back.  It's 
in  the  Sunni  population's  best  interest  to  participate  in  the  next 
elections,  whether  or  not  they  approve  the  constitution.  If  they  re- 
ject participating  in  the  government,  a  nasty  civil  war  could  well 
result,  with  Iraqi  Sunnis  killing  Iraqi  Shiites  and  Kurds.  But  how- 
ever many  Iraqis  are  killed,  the  Shiites  and  Kurds  will  never  yield 
their  hold  on  power.  They  have  the  will  and  the  numbers,  as  well 
as  the  wherewithal  that  the  U.S.  can  provide,  to  prevail. 

Ideological  Battle 

To  stop  the  increase  in  terrorist  recruits,  the  U.S.  and  Europe  must 
discredit  extremist  ideology,  which  takes  Koranic  passages  out  of 
context,  preaches  hatred  against  non-Muslims  and  seeks  to  spread 
Islam  through  violence.  Muslims  who  want  to  be  a  part  of  the  mod- 
ern world  of  science  and  technology  must  confront  and  stop  these  Is- 
lamists from  preaching  violence  and  hatred.  They  must  get  the  ala- 
mos (Muslim  scholars)  and  ustaz  (religious  teachers)  to  preach  that 
Islam  is  a  religion  of  peace,  not  terror,  and  that  it  is  tolerant  of  other 
peoples  and  their  faiths,  as  Muslim  scholars  have  proudly  asserted. 

In  countries  where  Muslims  are  a  minority,  as  in  Britain,  they 
must  take  a  clear-cut  stand  against  Islamist  terrorists.  Britons  in- 
creasingly look  upon  Muslims  with  unease.  Mosques  have  been 
vandalized  and  Muslims  assaulted  in  the  streets.  Nearly  300  hate 
crimes  were  committed  in  London  in  the  week  after  the  July  bomb- 
ings. Muslim  community  leaders  have  advised  Muslim  women 
not  to  wear  head  scarves.  As  British  Muslim  MP  Shahid  Malik  told 
his  fellow  Muslims,  "It  is  not  enough  to  condemn — you  must 
confront.  The  extremism  in  our  community  is  now  our  problem." 

In  Muslim  countries  such  as  Pakistan  and  Iraq,  Muslims  will 
be  forced  to  confront  the  Islamists  or  witness  their  governments 
being  overthrown  and  their  people  dragged  back  into  a  feudal 
past,  just  as  the  Taliban  did  in  Afghanistan. 

This  surge  in  Islamist  terrorism  will  take  years  to  tamp 
down.  In  the  meantime  the  world  is  at  risk  of  these  terrorists 
acquiring  weapons  of  mass  destruction.  Were  that  to  happen, 
the  slaughter  would  be  horrendous.  The  nuclear  programs  of 
rogue  states,  therefore,  must  be  stopped  and  their  stockpiles  of 
weapons  and  materiel  confiscated.  F 
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Lee  Kuan  Yew,  minister  mentor  of  Singapore;  Paul  Johnson,  eminent  British  historian  and  author;  Ernesto  Zedillo,  director,  Yale  Center 
for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in 
writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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elevate 


w'h  at's  next 


What  if  everyone  settled  for  average?  What  if  nobody  raised  the 
bar?  What  if  everyone  decided  to  let  someone  else  figure  it  out? 
At  ConocoPhillips,  we're  not  only  finding  new  sources  of  natural 
gas,  we're  developing- new  technologies  to  solve  the  demanding 
increase  in  global  energy  needs.  By  investing  in  Russia's  oil  and 
natural  gas  reserves,  the  world's  second  largest,  we're  helping 
ensure  global  energy  production  for  decades  to  come.  Turning  "what  ifs" 
into  "what's  next"  is  just  another  way  we  elevate. 


ConocoPhillips 

elevate 

conocophillips.com 


)igital  Rules  

jiy  Rich  Karlgaard,  publisher 


Cheap  Revolution,  Part  Six 


HERE'S  HYPE  AND  THERE'S  SKYPE.  THE  DIFFERENCE  IS  ABOUT 
4. 1  billion,  which  is  what  Ebay  paid  for  the  voice  over  Internet 
ompany  last  month.  Skype  is,  like  Ebay  itself,  cheap  and  easy  to 
se.  Go  to  Skype.com  and  click  on  a  green  balloon  that  says 
Download  Skype."  Decision  time:  Would  you  like  Skype  soft- 
/are  on  your  Windows,  Mac  or  Linux  computer,  or  Pocket  PC? 
Click  on  your  choice.  Congratulations!  You're  ready  to  make 
leap  phone  calls  to  any  Skype-enabled  gizmo  in  the  world. 

Ebay  wants  Skype  so  buyers  and  sellers  in  the  wide  world  of 
bay  can  jump  on  the  phone  and  haggle  for  free.  The  more 
ansactions  occurring  on  Ebay,  the  more  money  Ebay  makes, 
bay's  been  a  huge  success,  of  course,  but  its  growth  has  slowed, 
nd  its  stock  has  been  flat.  Ebay's  $4.1  billion  gamble  on  Skype 
a  bet  on  growth.  Organic  growth — Skype  adds  only  $60  mil- 
on  in  sales  on  its  own. 

Skype,  like  the  Netscape  browser  or  the  Apple  II  computer,  is 
ot  the  first  of  its  kind.  Vonage  has  offered  voice  over  Internet 
ince  2001,  and  it's  hardly  a  secret.  Vonage  has  the  budget  to  run 
unny  ads  on  prime-time  television.  But  Ebay's  purchase  of 
kype  is  a  Big  Bang  for  voice  over  Internet.  It's  an  official  Wall 
treet  coming-out  party  for  a  whole  new  industry,  like 
letscape's  IPO  in  1995  and  Apple's  in  1980. 

Is  voice  over  Internet  a  disruptive  technology — in  Skype's 
ase,  a  telephone  killer?  I  think  so.  I  would  have  guessed  that 
fter  Ebay  bought  Skype,  a  few  billion  dollars  of  market  cap 
night  have  leached  out  of  the  old  telephone  giants.  But  the  mar- 
:et  had  seen  the  Vonage/Skype  revolution  coming  a  year  ago — 
At.  Market  does  see  around  corners,  you  know — and  had  qui- 
dy  skimmed  $30  billion  away  from  Verizon,  SBC  and  BellSouth 
>efore  last  month's  Big  Bang. 

It's  easy  to  picture  the  fear  and  loathing  in  telco  boardrooms 
hese  days.  Join  the  Skype  revolution  and  cannibalize  cash  flow? 
)r  call  up  the  K  Street  armies  and  the  FCC  to  regulate  the  runt 
mt  of  existence?  What  would  you  do? 

7lip  Side  of  Moore's  Law 

"he  Cheap  Revolution  rolls  on,  making  new  billionaires  even  as 
t  collects  more  old  scalps  each  year.  Step  back  and  look  at  what's 
lappening  in  technology.  Computation  gets  twice  as  fast  every 
8  months,  and  at  the  same  price  point.  Storage  evolves  faster — 
[very  12  months.  Communications  is  fastest  of  all,  doubling 
:very  9  months. 

There's  more  fun  when  you  look  at  dropping  costs.  The 
>rices  of  computation,  storage  and  communication  drop  30%, 
)0%  and  66%  per  year,  respectively,  at  a  constant  performance, 
lemember  the  Compaq  Deskpro  486  personal  com- 
puter? Priced  at  $13,999  when  it  debuted  in  1989 


($22,000  in  today's  dollars),  it  was  the  best  PC  money  could  buy 
at  the  time.  The  Intel  486  chip  inside  that  PC  cost  $750  in  1989 
dollars,  the  equivalent  of  $1,200  today. 

Of  course,  a  chip  of  the  486's  power  doesn't  cost  anywhere 
near  $1,250  today.  It  runs  about  $25  and  is  used  in  handheld 
telephones  that  cost  less  than  $300.  This  cheapness  is  owed  to 
what  I  call  the  flip  side  of  Moore's  Law,  the  side  that  predicts 
dropping  costs  at  a  constant  rate  of  performance. 

If  you  remember  one  thing  about  this  column,  let  it  be  the 
flip  side  of  Moore's  Law.  It's  the  driver  of  today's  global  econ- 
omy. China  and  India?  They're  second-order  effects  of  the  flip 
side  of  Moore's  Law.  Put  another  way,  if  the  people  of  China  and 
India  had  to  pay  $20,000  for  their  digital  keys  to  the  modern 
economy,  not  many  could.  But  when  your  way  in  is  a  $299  cell 
phone  with  a  Web  browser,  the  game  changes.  Does  it  ever!  In 
1996  the  Chinese  owned  7  million  cell  phones.  In  2005  they  own 
360  million.  There  are  more  cell  phones  now  in  China  than  in 
North  America. 

Affordable  technology  combined  with  global  pools  of  smart 
labor  form  a  Cheap  Revolution.  The  Apple  iPod  is  a  product  of 
the  Cheap  Revolution.  The  flip  side  of  Moore's  Law  took 
60  gigabytes  of  storage,  which  during  the  1980s  would  have  cost 
tens  of  thousands  of  dollars,  and  shrunk  it  to  about  $20  today. 
Apple  added  clever  design  and  music-player  software.  The  iPod 
is  manufactured  in  China  and  sold  in  America  for  less  than 
$300.  Think  about  it  this  way.  Just  one  generation  ago  the  clos- 
est thing  to  an  iPod  was  a  Sony  Walkman  hooked  up  to  an  IBM 
mainframe  computer. 

Google  and  Yahoo  are  also  children  of  the  Cheap  Revolu- 
tion. The  trick  to  fast  search  is  to  crunch  the  algorithm  on  a 
National  Security  Agency-class  supercomputer.  But  how  many 
companies  have  a  few  billion  dollars  lying  around  for  that?  Well, 
today  you  don't  need  a  few  billion  bucks.  You  need  only  a  frac- 
tion of  that  if  you  can  gin  up  a  virtual  supercomputer  from 
thousands  of  cheap  computers. 

The  way  to  think  about  the  Cheap  Revolution  is  simple,  yet 
hard  to  do.  The  simple  part  is  to  see  that  computation,  storage 
and  communication  are  moving  in  the  direction  of  cost  free. 
The  hard  part  is  to  realize  what  this  march  of  technology  might 
do  to  your  company.  Suppose  your  top  quartile  of  employees 
left  to  start  a  new  company,  harnessing  the  Cheap  Revolution. 
How  would  they  try  to  wreck  you?  Don't  shy  away  from  this 
mental  exercise.  It's  human  nature  to  imagine  that  your  business 
will  evolve  in  predictable  ways — right  up  to  the  moment  when 
the  Cheap  Revolution  rears  up  to  smack  you.  F 


F^OrbCS  I  ^'sit  ^'ch  Karlgaard's  home  page  at  www.life2where.com 
^""■mm  I  or  e-mail  him  at  publisher@forbes.com. 
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Informer  :  

INFORMER@FORBES.COM 

Maybe  a  Due  Process  Issue? 


T 


Ihe  Internal  Revenue 
Service  is  continuing 
efforts  to  collect  an  esti- 
mated $20  million  from 
Chicago  tax  lawyer  Burton  W. 
Kanter's  estate  despite  the 
revelation  that  U.S.  Tax  Court 
judges  covered  up  a  secret 
report  clearing  him  of  wrong- 
doing. In  1999,  two  years  be- 
fore Kanter's  death,  the  court 
wrote  it  adopted  a  special  trial 
judge's  report  that  Kanter  and 
two  partners  deprived  the 
feds  of  $30  million  in  a  kickback  scheme.  That  the  original  report 
in  fact  concluded  there  was  no  scheme,  and  thus  no  fraud  penal- 
ties and  interest — maybe  75%  of  the  claim — was  revealed  after 
the  estate  won  a  U.S.  Supreme  Court  ruling  in  March  against  a 
nondisclosure  rule.  As  Tax  Court  judges  scrambled  to  explain, 
the  IRS  rebuffed  another  plea  by  Kanter's  heirs  to  reduce  the  tax 
bill,  covering  nine  years  between  1978  and  1991.  So  they  just  sued 
again — in  Tax  Court.        Janet  Novack  and  William  P.  Barrett 


They'll  Drink  to  That 


Amid  both  fears  of  disaster-related  charity  fraud  and  an  IRS  crack- 
down on  abusive  nonprofits,  the  tax  agency  just  took  decisive 
action.  It  revoked  the  exempt  status  of  American  Legion  James 
Edward  Gray  Post  No.  100,  in  Maryville,  Mo.  Official  reason: 
"Primary  activity  was  the  operation  of  a  bar."  The  IRS  said  94%  of 
the  $268,000  in  revenues,  and  67%  of  labor,  concerned  booze 
rather  than,  say,  patriotic  endeavors.  The  post  opens  at  5  a.m., 
serves  nonmembers  and  holds  a  7  a.m.  happy  hour  for  factory 
workers  ending  overnight  shifts.  Post  official  Ron  Jones  says  the 
veterans  group,  situated  in  an  11,000-population  town  95  miles 
north  of  Kansas  City,  will  spin  off  the  bar  into  a  separate  business 
unit  and  reapply  for  nonprofit  status.  — J.N.  and  W.P.B. 


Like  That  Doesn't  Happen  Already 

Prompted  by  the  notoriety  of  the  Terri  Schiavo  case,  congress 
men  have  proposed  bills  to  encourage  health  care  providers  to 
supply  information  to  patients  about  living  wills  and  even  per 
mit  Medicare  reimbursement  for  consultations  with  a  physician 
about  end-of-life  planning.  For  some  reason  lawyers  wouldn't 
be  included.  Despite  strong  American  Bar  Association  support, 
the  proposed  legislation  doesn't  sit  well  with  some  estate) 
attorneys,  who  say  it  would  authorize  the  practice  of  law  by  non-i 
lawyers.  — J.N.  and  W.P.B. 

Seeking  Another  Victory  Lap 

In  a  Charlotte  federal  court  the  National  Association  for  Stockl 
Car  Auto  Racing  just  sued  the  Franklin  Mint  for  the  $140,0001 
spent  fighting  a  claim  the  race  circuit  didn't  own  the  design  of  thei 
new  trophy  for  its  flagship  Nextel  Cup  Series  championship.  Orig- 
inally commissioned  by  Nascar,  Franklin  had  backed  out  of  thei 
project  midstream.  Six  weeks  before  the  trophy's  2004  awarding, 
ex-Franklin  graphic  artist  Matthew  T.  Scharle  sought  cash  andl 
credit  from  Nascar,  calling  himself  the  real  designer.  But  Nascar,i 
owned  by  Forbes  400  members  William  and  James  France,  racedl 
to  a  Philadelphia  federal  court  and  won  a  ruling  that  Scharle  hadl 
signed  over  his  rights  to  Franklin,  and  therefore  to  Nascar.  Scharle: 
has  filed  an  appeal.  Franklin,  owned  by  Roll  International  of  Los 
Angeles,  declined  comment.  — J.N.  and  W.P.B. 


Such  as  Water-Cooler  Gossip? 

Companies  successfully  expanding  sales,  earnings  and  cash 
flow  from  within— not  by  mergers  and  acquisitions— tend  to 
focus  on  just  a  few  novel  ideas  and  rarely  start  radically  new 
stuff,  says  a  Mercer  Delta  Consulting  study.  Surveying  174  large 
public  and  private  firms,  Mercer  Delta  says  outperformers  were 
better  at  implementing  customer  feedback  and  identifying  and 
fixing  what  wasn't  working.  Conclusion:  "Most  executives  in- 
tuitively know  what  they  should  focus  on,  but  their  attention  is 
often  diverted  to  other  things."  —Tatiana  Serafin 


J/VhafsJ^iskienlhan  Bioterrorism2_ 


The  probability  of  dying  this  year  in  the  U.S.  varies  widely  by  specific  reason. 


-W.PM 


CAUSE 

ANNUAL  ODDS:  1  IN 

CAUSE 

ANNUAL  ODDS:  1  IN 

Heart  disease 

322 

Homicide 

16,949 

Cancer 

524 

Injury  at  work 

47,619 

Diabetes 

Food  poisoning 

56,424 

Flu  and  pneumonia 

4,484 

Asthma 

71,429 

Alzheimer's  disease 

4,587 

Accidental  drowning 

90,909 

Motor  vehicle  accident 

6,579 

Bicycle  accident 

376,165 

Suicide 

9,524 

Lightning 

4,478,159 

Alcohol-induced 

14,706 

Bioterrorism  (anthrax) 

56,424,800 

Sources  Centers  for  Disease  Control  &  Prevention;  Harvard  Center  for  Risk  Analysis.  | 
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You  may  need  to  take  a  cold  shower 
after  washing  it. 


It's  only  natural  that  it  have  a  powerful  effect.  Every  timeless  curve  of  the  body,  every 
inch  of  leather  surrounding  the  driver,  every  one  of  the  340  spirited  horses  under  the  hood 
is  there  for  one  reason.  To  ignite  your  passion  for  driving.  Porsche.  There  is  no  substitute. 


The  Cayenne  S 


VOTED  2005 

AMERICA'S  BEST  SUV 
AutoWeek 


F=CDF=? 


On  My  Mind 


By  John  C.  Goodman,  president  of  the  national  center  for  policy  analysis 


A  Kinder,  Gentler  Flat  Tax 

How  to  reform  our  tax  system— and  satisfy  both  the  left  and  the  right. 


STEVE  FORBES  HAS  DONE  A  COMMENDABLE  JOB  SPELLING  OUT 
why  America's  tax  system  must  be  simplified.  Scrap  the  mind- 
numbingly  complex,  loophole-filled,  savings-averse  code, 
advises  the  editor-in-chief  of  this  magazine,  in  favor  of  one  ele- 
gant, clear  rate.  A  flat  tax  is  what  America  needs. 

That  all  sounds  good  to  me.  But  I  think  we  can  do  even  bet- 
ter. Under  Steve  Forbes'  plan  the  flat  rate  would  be  17%.  All  fam- 
ilies would  get  generous  personal  exemptions,  so  that  a  family  of 
four  would  not  pay  taxes  until  its  income  exceeded  $46,000.  To 
encourage  growth,  the  Forbes 
plan  exempts  income  that  is  saved 
and  invested.  Which  means  that 
the  Forbes  plan  is  really  a  con- 
sumption tax.  It  taxes  people 
based  on  what  they  take  out  of  the 
system,  not  on  what  they  put  in. 

I  would  offer  Americans  an 
even  lower  flat  tax  rate — 14%  as 
opposed  to  17% — and  at  the  same 
time  do  more  to  help  low- income 
people.  Boston  University  econo- 
mist Laurence  Kotlikoff  and  I  have 
put  together  a  plan  that  works  in 
the  following  way. 

First  we'd  get  rid  of  the 
across-the-board  $9,000-per-per- 
son  exemption  in  the  Forbes  plan. 
Why  should  billionaires  like  Bill 
Gates  get  an  exemption?  Forbes  is 
giving  too  much  money  away  to 
rich  people.  We'd  save  that  ex- 
emption money  and  give  it  in- 
stead, in  the  form  of  a  rebate,  to 
the  bottom  third  of  earners,  those 

who  bring  home  roughly  less  than  $25,000  for  a  family  of  four. 

Second,  Forbes  ignores  the  12.4%  Social  Security  payroll  tax 
(split  between  employer  and  employee).  Currendy,  income  over 
$90,000  a  year  is  not  subject  to  the  tax.  We  don't  think  it's  fair  that 
a  $50,000-a-year  autoworker  has  to  pay  payroll  taxes  on  all  his  in- 
come while  a  million-dollar-a-year  auto  executive  does  not. 
Under  our  proposal  all  wages  would  face  the  same  income  and 
payroll  tax  rates. 

There  is  just  no  way  Forbes'  plan  would  ever  fly  in  Congress. 
Politicians  are  not  going  to  adopt  a  system  that  taxes  the  wages 
of  the  rich  at  a  lower  rate  than  the  wages  of  blue-collar  workers. 
Under  our  proposal  all  wages  would  face  the  same  income  and 


"I  would  offer  Americans  an  even  lower  flat  tax 
rate — 14%  as  opposed  to  1 7% — and  at  the  same 
time  do  more  to  help  low-income  people." 


payroll  tax  rates.  And  these  rates  would  be  paid  only  once.  Aft 
that  all  savings  would  accumulate  tax  free. 

Our  plan  allows  us  to  have  a  lower  flat-tax  rate  and  produc 
results  that  should  appeal  to  conservatives  as  well  as  libera. 
What  conservatives  most  want  is  an  uncomplicated  system  th 
taxes  income  only  once  (when  it  is  earned)  at  one  low  rate.  Lil 
erals  are  more  concerned  about  progressivity.  They  want  tl 
rich  to  bear  more  of  a  burden  than  the  poor. 

The  left  objects  to  most  consumption  tax  proposals  becau. 

they  are  not  progressive.  Lov 
and  middle-income  peop 
would  pay  a  greater  share  of  wh. 
they  earn  than  rich  people.  Wh; 
we  are  proposing  is  more  pre 
gressive  than  the  Forbes  flat  ta: 
It's  also  more  progressive  thaj 
the  current  system.  Using  ecc 
nomic  modeling,  Kotlikoff  and 
found  that  under  our  flat  tax  th 
rich  would  bear  more  of  the  bun 
den  than  they  currendy  do. 

We  would  also  use  the  rebaD 
of  tax  dollars  to  the  bottom  thin 
of  taxpayers  to  solve  other  socia 
problems.  For  example,  instead  c 
people  automatically  getting  th 
14%  rebate,  we  would  requir 
them  to  show  that  they  haw 
health  insurance  and  a  retiremeni 
pension  as  a  condition.  Specifi 
cally,  to  get  one-half  the  rebat< 
(7%),  low-income  families  wouk 
have  to  produce  proof  of  healtH 
insurance.  This  would  encourage 
millions  of  people  who  qualify  to  enroll  in  Medicaid  or  in  theii 
employer's  health  plan.  Barring  that,  families  could  apply  the  ta> 
rebate  to  health  insurance  they  purchase  on  their  own.  We  pro- 
pose making  the  other  half  (7%)  contingent  on  proof  of  a  pen- 
sion, an  IRA,  a  401  (k)  or  some  other  savings  account. 

So  instead  of  national  health  insurance  and  more  govern^ 
ment  spending  on  the  elderly,  we  would  use  our  flat-tax  pro- 
posal to  urge  people  to  solve  these  problems  on  their  own. 

President  Bush  wants  to  reshape  our  tax  system.  Many  in  Con- 
gress agree  on  the  need  for  change.  The  oft-repeated  objection  is 
that  tax  reform  benefits  high-income  taxpayers  at  the  expense  of 
low-income  taxpayers.  That  objection  need  not  apply. 
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hink  you've  got  a  dog 
n  your  portfolio? 

Ife'll  not  only  help  you  find  it, 
fell  help  you  fix  it. 


TALK 

CHUCK 


SCHWAB 

ie  Schwab  Quarterly  Portfolio  Profile™  What  good  is  your  quarterly  report  if  all  it  does 
keep  reminding  you  of  the  past?  Ours  gives  you  a  customized  review  of  your 
ridings.  Information  that  actually  highlights  the  poor  performers  and  helps  you  identify 
pportunities  for  change.  It's  a  dog  meter,  and  then  some.  Log  on,  drop  in  or  call. 

SCHWAB.COM  1-800-4SCHWAB 

Schwab  Quarterly  Portfolio  Profile1"  is  available  to  Schwab  clients  enrolled  in  the  Independent  Investing  Signature  Service,  which  requires  a  minimum  of  $100,000  in 
ehold  assets.  £  2005  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC.  (0405-6269)  ADS32058FUL 


Follow-Through 


DECEMBER  27,  2004 

Whole  Fords 


Protesters  put  the  heat  on  Ford 
Motor  Chief  Bill  Ford  (below). 


Last  December  we 
wrote  about  Wil- 
^■liam  Clay  Ford 
j*  ^*jPB  'n  s  stru§§'e  to  make 
peace  with  envi- 
<9  ronmentalists.  Ford 
*Jr  m  Motor's  fleet,  which 
^^^^  ^  averages  just  19.5 
miles  per  gallon,  guzzles  more  gas  than 
any  other  automaker's  in  the  world.  Ford 
pledged  some  broad  pollution-reduction 
goals  but  had  yet  to  make  any  public 
commitments.  In  September  Ford  got 
specific.  The  company  is  promising  to 
sharply  increase  the  number  of  hybrid- 
electric  vehicles  it  offers,  to  250,000  annu- 
ally by  the  end  of  the  decade.  Ford  will 
also  offer  280,000  flex-fuel  vehicles  next 
year  that  run  on  gas  or  ethanol.  In  an 
unusual  move,  Ford  will  buy  credits,  in  an 
exchange  to  offset  greenhouse  gases  emit- 
ted when  it  makes  the  new  hybrids,  of 
about  $10  to  $20  per  vehicle.  The  plan 
may  help  Ford's  standing  with  enviros.  A 
bigger  challenge  will  be  figuring  out  how 
to  make  costly-to-produce  hybrids  a 
profit  center  for  the  company. 

— Joann  Muller 

JULY  26,  2004 

Man  Bites  Company 

Animal  rights  activists  have  scored  a 
first:  foiling  a  company's  listing  on 
the  New  York  Stock  Exchange.  For 
years  protesters  have  laid  siege  to  Hunt- 
ingdon Life  Sciences,  which  does  animal 


tests  for  drug  companies.  Now  the 
activists  are  intimidating  the  NYSE. 

In  September  Huntingdon!s  holding 
company,  Life  Sciences 
Research,  was  set  to  list  on 
the  NYSE.  Then,  less  than  an 
hour  before  LSR  was  due  to 
go  public,  NYSE  President 
Catherine  Kinney  told 
Huntingdon  executives 
that  the  listing  was  being 
postponed.  NYSE  officials 
I  won't  comment,  but  Life 
Sciences'  chief  financial 
M  officer,  Richard  Michael- 
son,  says,  "There  wasn't  a 
person  in  that  room  who 
didn't  know  what  the  larger  issue  was." 

Two  animal  rights  groups  told 
FORBES  that  they  take  credit  for  the  post- 
ponement. In  August  activists  vandalized 
a  Long  Island  yacht  club  where  they  claim 
an  LSR  marketmaker  was  a  member,  using 
red  spray  paint  to  scrawl,  "We're  here  ALF 
[Animal  Liberation  Front],  drop  HLS." 
The  marketmaker  subsequently  dropped 
the  stock.  To  keep  the  pressure  on 
Exchange  officials,  hours  after  the  post- 
ponement, another  group,  Stop  Hunting- 
don Animal  Cruelty,  posted  the  names, 
numbers  and  e-mail  addresses  of  100 
NYSE  staff  members  on  its  Web  site. 


Attack  dogs:  animal  rights  activists. 

Michaelson  says  the  NYSE  hasn't  told 
him  when,  or  even  if,  the  listing  will  go 
forward.  Life  Sciences  is  hoping  to  get 
help  from  Senator  lames  Inhofe 
(R-Okla.),  who  has  been  holding  hear- 
ings about  environmental  and  animal 
rights  extremists.  Inhofe  is  urging  the 
exchange  to  rethink  its  decision.  But  so 
far  NYSE  officials  have  not  responded. 

— Heidi  Brown 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  I  OCTOBER  16, 192tl| 

The  Mother  of  Inventior 

■■■^^  Thomas  A.  Edison  ex 
plained  how  he  startei 
his  quest  for  an  electri 

i      fa^^g      ''^nt  *ortv  vears  a8° 
L     ^^jr      was  Paying  a  sheriff  $5 
\    Z*  jTW   a  day  t0  postpone  ; 

■'FvM  judgment  on  my  smal 
factory.  Then  came  the  gas  man,  anc 
because  I  could  not  pay  his  bill  promptly 
he  cut  off  my  gas.  It  made  me  so  mad  tha 
I  at  once  began  to  read  up  on  gas  tech 
nique  and  economics,  and  resolved 
would  try  to  see  if  electricity  couldn't  be 
made  to  replace  gas." 

25  YEARS  AGO  IN  FORBES  I  DECEMBER  8. 1980 

On  ConAgra's  Plate  Car 

President  and  CEO  Charles  M.  Harper 
build  Omaha's  ConAgra  into  one  of  the 
country's  premier  food  companies  on  the 
simple  premise  of  trying  to  maximize 
return  on  equity  in  inherently  cyclical 
businesses?  At  53,  Harper  would  be  the 
first  to  concede  that  he's  bound  to  make 
some  mistakes  in  coming  years— espe- 
cially as  the  scale  of  his  would-be  acqui- 
sitions increases.  For  the  fiscal  year  end- 
ing next  May  31,  ConAgra's  revenues  will 
exceed  $1  billion  and  earnings  per  share 
will  be  a  record-breaking  $5  or  more. 
After  Harper's  first  five  years,  the  verdict 
has  to  be:  so  far,  so  good. 
ConAgra  recently  hired  former  PepsiCo 
executive  Gary  Rodkin  as  its  new  chief. 

15  YEARS  AGO  IN  FORBES  I  OCTOBER  22, 1990 

Just  Do  It  At  Nike,  the  image  is 

sweat  and  performance.  Buy  Nike  shoes 
and— as  the  old  ads  for  P.F.  Flyers  told  the 
baby  boom  kids  in  the  1950s— you'll  be 
able  to  run  faster  and  jump  higher.  Now 
those  kids  are  grown  up.  And  Nike  says  it 
like  this:  "Just  Do  It."  So  even  if  you  do  lit- 
tle more  than  put  on  your  Nikes  to  pad 
around  the  house  and  drive  down  to  the 
7-Eleven  (and,  according  to  the  Athletic 
Footwear  Association,  less  than  10%  of 
people  who  wear  sneakers  buy  them  just 
for  the  sports  for  which  they  were 
designed),  you'll  be  allied  with  those  who 
spend  hours  a  week  honing  their  bodies. 
Nike's  first  quarter  earnings  soared  33%. 
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)nal  wireless  data  network, 
(largest  U.S.  provider  on 
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EXPERTISE 

Our  people  and  partners 
make  wireless  work  for 
more  businesses  than  any 
other  wireless  carrier. 


APPLICATIONS 

The  broadest  and  deepest 
portfolio  of  wireless 
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SERVICE 

24/7  enterprise-grade 
support.  And  a  service 
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real  time 
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Express  there  in  no  time. 

With  its  24/7  dedicated  business 
service  team,  Cingular  gave 
Corporate  Express  the  support, 
training,  and  technology  needed 
to  migrate  from  a  paper-based 
delivery  system  to  a  real-time 
wireless  solution.  From  system 
installation  and  operation  to 
employee  training,  the  Cingular 
service  team  ensured  a  seamless 
transition  to  the  ALLOVER™  network,  the  largest  digital  voice  and 
data  network  in  America.  For  the  leader  in  office  supplies,  Cingular 
increased  driver  productivity  while  reducing  administrative  costs. 


INGULAR     MAKES     BUSINESS     RUN  BETTER 


X  cingular 

raising  thebari.iill 

Find  out  how  Cingular  can  make  your  business  run  better: 
CALL  your  account  representative   -or-   CLICK  cingular.com/businessleader 

Cingular's  ALLOVER  data  network  covers  over  250  million  people  and  is  growing 


Coverage  is  not  available  in  all  areas.  Global  coverage  based  on  coverage  in  174  countries.  Fastest  claim  compares  Cingular's  measured  speed  of  its  EDGE 
network  to  other  carriers'  speed  claims  for  their  national  data  networks.  All  marks  property  of  their  respective  owners.  ©2005  Cingular  Wireless.  All  rights  reserved. 
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SNEY 


.ast  Days  of  The 

Lion  King 

ichael  Eisner's  credited  with  many  of  the  greatest 
:hievements  in  the  history  of  entertainment, 
hy  is  no  one  applauding? 
I  Brett  Pulley 


PRIDE  ROCK  IS  THE  MYTHICAL  PRECIPICE  FROM  WHICH 
the  Lion  King  peers  down  on  his  subjects.  For  Michael 
Eisner,  long-reigning  chief  of  Walt  Disney  Co. — creator 
of  the  feline  franchise  and  many  others  in  his  two 
decades  at  the  top — the  time  has  come  to  swallow  his 
de  and  come  down  from  the  mountain. 
Nudged  to  retire  before  he  was  ready  to  leave,  Eisner,  63,  re- 
ldy  landed  in  Hong  Kong  for  one  of  his  last  official  acts.  He 
d  his  key  supporters  at  his  side — his  wife  of  38  years,  one  of  his 
ree  sons,  his  sister  and  his  best  friend  from  childhood — all 
ere  as  he  capped  off  21  years  as  Disney's  chief  executive, 
/o  weeks  before  his  resignation  became  official  on 
:t.  1,  he  cut  the  ribbon  and  unveiled  the  com- 
ny's  11th  theme  park,  Hong  Kong 
sneyland,  opening  a  gateway  to  China  Jp?~~ 
d  vast  growth  in  the  years  ahead. 

"1  like  the  timing  of  this,"  he  said  at 
'emonies  with  representatives  of  the 
jng  Kong  government,  Disney's 
rtner  in  the  $4  billion  project.  "I 
ade  sure  my  tenure  did  not  end 
itil  Hong  Kong  Disneyland 
»ened  and  several  other  things 
;re  wrapped  up.  I'm  so  pleased 
th  the  way  it  has  all  come  out" 
1  But  this  ending  is  bittersweet, 
le  past  six  years  have  been  tu- 
ultuous  and  difficult  with  Dis- 
c's stock  dropping  3.7%  per 
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year  compared  with  an  annual  drop  of  1.5% 
for  the  Dow  Index.  He  leaves  at  least  a  year 
earlier  than  planned,  after  weathering  criti- 
cism from  the  late  founder's  nephew  and 
being  pressured  out  of  the  chairman's  tide 
by  his  own  handpicked  board.  Along  the 
way  Eisner,  a  favorite  villain  for  critics  of 
out-of-control  compensation,  came  to  be 


seen  as  arrogant  and  imperious,  cruising  for 
a  comeuppance  in  this  post-Enron  era  of 
the  diminished  corporate  chieftain.  And 
now,  it  seems,  his  foes  have  won. 

Yet  Michael  Eisner  has  ample  reason  to 
gloat.  As  he  plots  his  next  move,  he  looks  at 
what  his  pal  Barry  Diller  has  built  at  Inter- 
Active  Corp.  and  at  what  Terry  Semel  is 


!xit  Interview 


doing  at  Yahoo  and  mulls  a  new  entertai 
ment  venture.  "I'm  not  going  fishing,  f 
not  playing  golf.  I'm  rejuvenated,"  he  sal 
"I  want  to  get  in  there  before  it's  too  laU 

He  starts  with  $750  million  in  person 
net  worth  (he  would  need  $900  million 
make  it  into  The  Forbes  400).  He  is  one 
Disney's  two  largest  individual  shareholl 
ers  ( 14  million  shares)  and  remains  on  t| 
board  for  now.  Backers  are  clamoring  I 
go  into  business  with  him,  ignoring  pet! 
Hollywood  quarrels  to  focus  on  Eisnel 
admittedly  stellar  record.  In  2 1  years  his  r 
turns  rival  those  of  heralded  chief  executij 
Jack  Welch  at  General  Electric. 

Unlike  Welch,  however,  Eisner  exj 
without  much  applause.  He  is  moj 
reflective  lately  (see  box).  In  an  exclush] 
interview  he  talks  of  trying  to  stay  "abo| 
the  noise"  of  his  detractors  to  focus  a 
the  creative  details.  "When  you  beconfl 
the  issue,  the  board  should  analy) 
whether  they  have  the  right  CEO  i 
place,"  he  says.  "And  if  they  do,  the  boaj 
should  also  stay  above  the  noise." 

He  worries  about  the  ever-shorte 
tenure  of  chief  executives  and  the  wicty 
spread  second-guessing  they  face.  'Til 
hopeful  the  country  will  come  back  to 
position  where  leaders  can  lead." 

In  1984  he  arrived  at  Disney,  a  fable 
but  faltering  company  that  was  sleepini 
beautifully,  1 8  years  after  the  death  of  H 
founder.  He  had  been  recruited  by  Ro: 
Disney — the  same  man  who  just  spea 
two  years  trying  to  fire  him.  Eisner  use* 
uncanny  creative  instincts  to  turn  th 
company  around.  He  vastly  expande< 
theme  parks,  built  up  live-action  film  an» 
revived  animation,  mining  old  release) 
like  Cinderella  for  new  videocassett 
riches  (and  later  for  DVD  sales).  In  I99i 
he  added  ABC,  TV  stations  and  the  ESP* 
cable  channel  in  the  $19  billion  acquist 
tion  of  Capital  Cities/ABC;  today  ESPH 
itself  is  worth  almost  twice  that. 


What  was  the  darkest  period  of  your 
tenure?  When  [Disney  president  and 
chief  operating  officer]  Frank  Wells  died 
[in  1994],  and  I  had  my  bypass  surgery 
within  the  next  four  months.  I  wondered 
if  I  had  the  energy,  the  executive  power, 
to  continue  to  do  it  and  keep  morale 
high.  The  answer  is,  I  did. 

What  were  your  biggest  mistakes?  I 
made  some  personnel  mistakes.  I  hired 
the  wrong  person  [Michael  Ovitz],  and 
I  had  to  get  rid  of  him.  But  in  21  years  I 
think  my  correct  decisions  outweighed 
my  mistakes.  My  mistakes  are  counted 
on  one  hand.  Unfortunately,  they  are 
also  written  about  a  lot.  But  unlike  the 
mistakes  of  other  companies,  we  never 
had  an  accounting  problem,  we  never 
had  to  write  off  an  acquisition,  and  we 
never  had  an  ethical  problem. 

What  was  most  gratifying?  All  of  the 
happy  families  walking  around  in  awe.  It 
can't  be  translated.  It  has  nothing  to  do 
with  leaving  or  succession  or  issues  or 
lawsuits.  What  is  so  much  more  impor- 
tant is  to  see  an  audience  watching  the 
opening  of  The  Lion  King,  and  people 
are  crying  at  the  beauty  of  it. 

How  did  it  feel  when  the  angry  mob  was 
calling  for  your  head?  I've  been  doing 
this  for  40  years,  and  I  know  I  have  to 


keep  my  perspective  and  stay  above 
the  noise.  The  most  important  thing  is 
that  the  third  act  of  Chicken  Little  is 
correct,  that  Hong  Kong  Disneyland  is 
correct  and  that  my  succession  plan  is 
correct. 

What's  the  biggest  lesson  you  have 
learned?  The  lesson  I've  learned  is:  Be 
prepared  to  settle  disagreements,  even 
when  you  know  you're  right. 

What  would  you  do  differently:  There 
are  some  things  I  should  have  done  dif- 
ferently. At  times  I  may  have  selected 
the  wrong  movie  to  make  or  had  mo- 
mentary lapses  in  how  I've  handled  my- 
self in  certain  situations.  But  generally 
I  feel  pretty  good  about  the  way  we  all 
came  through  this. 

What  was  the  smartest  thing  you  did? 
Recommend  Bob  Iger  to  be  chief 
executive  officer. 

Is  it  harder  now  for  chief  executives  to 
take  big  risks?  I  do  believe  the  future  of 
all  American  business  is  going  to  be 
based  on  innovation  and  creativity.  If 
we're  going  to  compete  in  the  global 
marketplace,  you  must  be  willing  to 
take  intelligent  risks.  And  you  must  en- 
courage failure— because  you  won't  get 
success  without  it. 
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In  21  years  Eisner  returned  great 
wealth  for  shareholders  (and  himself). 
Disney's  stock  price  rose  at  a  com- 
pounded annual  increase  of  15%  (ver- 
sus 14%  at  GE  and  1 1%  at  Sony).  Eisner 
delivered  27%  annual  growth  in  earn- 
ings per  share  (GE:  11%;  Sony:  1% — 
and  at  Rupert  Murdoch's  News  Corp. 
net  rose  4%  a  year). 

But  Eisner  also  earned  a  rep  for 
hubris.  He  let  a  dispute  with  singer 
Peggy  Lee  over  rights  to  her  work  in 
Lady  and  the  Tramp  spill  into  court  in 
1988;  she  showed  up  in  a  wheelchair, 
breathing  from  an  oxygen  tank.  Eisner 
lost.  Later  he  lost  a  nasty  fight  with  his 
former  studio  chief,  Jeffrey  Katzenberg, 
costing  Disney  $280  million.  And  he  got 
pilloried  in  a  suit  related  to  the  infa- 
mous $140  million  error  of  hiring  and 
firing  Michael  Ovitz  as  president. 

Each  time,  Eisner  thought  Disney 
was  in  the  right.  Now,  he  says,  "I've 
learned  that  there  are  certain  times,  even 
if  you're  right,  you  compromise  for  the 
betterment  of  the  company."  But  pride 
would  not  let  Eisner  leave  too  fast.  "I 
wanted  to  stay  these  last  two  years,"  he 
says,  "because  I  wanted  to  stay  until  we 
were  in  good  shape." 

As  Eisner  leaves,  once-ailing  ABC  is 
poised  for  big  profits  and  just  won  six 
Emmys  with  hit  shows  Lost  and  Desper- 
ate Housewives.  Chicken  Little,  Disney's 
first  computer-animated  release  pro- 
duced without  its  partners  at  Pixar,  is 
due  in  November.  Eisner  green-lighted 
it  anticipating  a  possible  future  without 
Steve  Jobs'  hit-shop.  He  also  got  the 
board  to  name  his  choice  as  successor, 
Robert  Iger,  and  to  settle  a  long  dispute 
with  Miramax,  holding  on  to  the  name 
and  all  of  its  films.  Eisner  even  met  with 
the  son  of  Roy  Disney,  which  preceded 
the  disaffected  nephew's  decision  to 
drop  a  lawsuit  in  exchange  for  being  a 
consultant  and  director  emeritus. 

In  his  last  days  at  Disney  Eisner  told 
insiders  he  wanted  no  tributes,  no  dinner 
parties,  no  celebrations  on  Main  Street. 
What  he  wants  most  is  the  divine  retribu- 
tion that  will  come  if  his  next  venture  is 
half  as  successful  as  this  one  has  been. 
Michael  Eisner  maybe  finished  at  Disney, 
but  he's  not  through  yet.  r 


CLEAN  MACHINE 

Holy  Hedge  Fund 

tries  to  hook 
investors  with  a  no-sin  fund. 
By  Neil  Weinberg 


LEST  THERE  BE  ANY  DOUBT 
that  the  hedge  fund 
business  is  becoming 
crowded,  get  this:  Billionaire 
investor  Sid  Bass  is  expanding 
his  hedge  fund  operation  by 
going  after  the  do-good  crowd. 

His  hook  is  the  socially  responsible 
hedge  fund.  Bass'  SRI  Fund  LP  began  oper- 
ating in  February  with  $100  million  from 
faith-based  investors,  including  half  from 
Christus  Health  System,  a  $2. 1  billion  (fiscal 
2004  revenues)  nonprofit  health  care  outfit. 

Described  in  typical  industry  gob- 
bledygook  as  a  "multistrategy,  market- 


neutral  arbitrage"  fund,  SRI  eked  out  a  n| 
0.07%  return  its  first  six  months. 

Its  mandate  lets  Bass  troll  the  marks 
virtually  at  will.  With  one  caveat:  62  "sii 
stocks  are  out.  That  means  no  Altr 
(tobacco),  no  HCA  (abortioni 
and  no  CPI  Aerostructun 
(weapons).  Research  indicat 
investors  will  do  as  well  withoi 
sin  stocks  as  they  would  in  Bas 
other  hedge  fund,  BBT,  whic 
includes  them,  says  Salient, 
firm  Bass  is  paying  to  raise  an 
other  $200  million  for  SRI. 
Bass  won't  do  badly  either,  with  h 
fairly  standard  hedge  fund  fee  of  1.5% 
assets  annually  plus  20%  of  any  profit 
Michael  Kelly,  head  of  investments 
Christus  and  a  fervent  hedge  fund  cor 
vert,  calls  it  a  good  deal,  given  BBT 
11-year  string  of  profits  (13.6%  a  yea 
after  fees). 


THINK  TELEVISED  POKE 

is  the  hottest  specta 
tor  sport?  How  passe 
The    latest  gamini 
craze  in  sports  bar: 
and  NBA  locker  room: 
is  dominoes.  At  Yahoo': 
gaming  site  dominoes  now  draws 
twice  as  many  players  as  Texas  Hold  'Em. 
Now,  if  everything  falls  into  place,  dominoes 
will  be  headed  to  television.  Jay  King,  commissioner  of  the 
newly  formed  Professional  Domino  Association,  just  finishec 
a  pilot  for  a  celebrity  domino  TV  series  with  leading  players- 
yes,  there  are  some— like  Travis  Newsome  and  Karo  Player,  a.k.a.  "the 

silent  assassin. 
King,  a  forme, 
record  company 

executive,  believes  that  dominoes  will  clinch  the  same  kind  of  boffc 
ratings  that  poker  has  delivered  for  ESPN  and  Bravo.  Get  ready  for  some 
domino  jargon.  Bluffing  an  opponent  is  known  as  "juice-mouthin'.* 
A  player  forced  to  draw  another  domino,  or  "bone,"  is  told  to  "go  to 
the  boneyard!" 

Some  big  money  has  already  lined  up  behind  King.  A  match 
he's  organized  on  Oct.  22  in  Los  Angeles  will  rank  the  game's  128 
top  players,  followed  by  a  12-city  tour  offering  a  $100,000  purse 
in  each  town.  Then  comes  the  World  Series  of  Dominoes  in 
Las  Vegas,  where  gamers  will  share  $1  million  in  winnings. 
So  far  King's  sponsors  include  Crown  Royal  and  Pit  Bull 
energy  drinks.  He  says  he's  in  talks  with  Microsoft's  Xbox 
and— who  else?— Domino's  Pizza.        —Dirk  Smillie 
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WARMED  OVER 

Hurricane  Tort 

If  some  plaintiff  lawyers  have  their 
way,  CO2  is  the  next  tobacco. 
By  Tomas  Kellner 


SIX  DAYS  BEFORE  HURRICANE 
Katrina  hit  New  Orleans  in  August, 
a  federal  judge  in  San  Francisco  un- 
leashed a  different  kind  of  monster.  The 
judge  granted  legal  standing  to  a  global 
warming  lawsuit  against  the  U.S.  govern- 
ment for  the  first  time,  brought  by  a  coali- 
tion of  cities  and  environmental  groups, 
including  the  Friends  of  the  Earth  and 
Greenpeace.  The  plaintiffs  (including  the 
cities  of  Santa  Monica  and  Boulder)  are 
charging  that  the  U.S.  government  has  pro- 
vided billions  in  loans  and  insurance  to  oil 
companies,  electric  utilities  and  other  emit- 
ters of  gases  like  carbon  dioxide  that  may 
have  contributed  to  global  warming.  A 
hearing  is  scheduled  for  February  2006. 

The  legal  theory  behind  climate 
change  tort  is  very  much  in  flux — and  so, 
of  course,  is  the  science.  But  energy  com- 
panies and  their  insurers  are  starting  to 
worry  about  their  potential  liability  under 
global  warming  theories.  "I  think  there's 
going  to  be  a  lot  of  ambitious  lawyers  that 
try  to  do  a  kind  of  tobacco-type  suit," 
says  Christopher  Walker,  managing  direc- 
tor of  sustainable  business  development 
at  Swiss  Re,  the  reinsurance  giant  that 
sells  policies  to  many  multinationals. 
Making  these  cases  stick  won't  be 


easy.  In  the  case  of  Katrina,  lawyers  would 
have  to  link  the  force  of  the  hurricane  to 
climate  change,  and  climate  change  to 
carbon  emissions.  And  as  climate  change 
is  a  global  phenomenon,  they  would  have 
to  link  damage  to  the  emissions  of  a  par- 
ticular defendant.  All  this  assumes  that  a 
judge  agrees  that  human  activity  indeed 
makes  the  Earth  warmer. 

Two  global  warming  suits  were  re- 
cently tossed  out  and  are  on  appeal.  In 
one,  eight  states  (New  York,  Wisconsin  and 
Iowa  among  them)  and  a  group  of  private 
plaintiffs  like  the  National  Audubon  Soci- 
ety sued  five  big  carbon  dioxide  emitters, 
including  American  Electric  Power  and 
Cinergy,  in  federal  court  in  New  York. 
They  claimed  the  gas  posed  "serious 
threats  to  our  health,  economy  and  envi- 
ronment." The  judge  ruled  the  issue  was  a 
political  matter  best  resolved  by  the  leg- 
islative and  executive  branches. 

In  the  other,  a  coalition  of  states  and 
cities  charged  that  the  Environmental  Pro- 
tection Agency  and  automobile  manufac- 
turers failed  to  curb  greenhouse  gases 
under  the  Clean  Air  Act.  Dismissing  it,  a 
Washington,  D.C.  federal  appeals  court 
panel  ruled  that  CO:  is  not  regulated  by  the 
EPA  and  therefore  emitters  can't  be  sued. 


But  even  corporate  lawyers  don't  tal 
much  comfort.  "Common  law  is  an  evt 
lutionary  process  that's  pushed  along : 
an  adversarial  way,"  says  J.  Kevin  Heal 
partner  at  the  law  firm  Bryan  Cav 
which  represents  insurance  compani* 
and  other  businesses.  "Plaintiff  lawye: 
will  be  finding  whatever  they  can  to  hoi 
corporations  liable."  Ronald  A.  Shem 
who's  representing  the  Friends  of  th 
Earth  in  the  California  lawsuit,  agree 
"As  information  becomes  more  availabi 
and  lines  of  liability  clearer,  things  wi 
mature,"  he  says. 

Scientists  are  also  stoking  the  fin 
Recent  papers  in  journals  like  Nature  an 
Science  that  link  global  warming  to  caj 
bon  emissions  could  serve  as  evidenc« 
"In  principle  it  should  be  admissible, 
wrote  Oxford  physicist  Myles  R.  Alle: 
and  lawyer  Richard  Lord  in  Naturt 
"Computer  simulations  are  not  unknow 
in  the  courtroom." 

Walker  of  Swiss  Re  sounds  glum 
"[These  lawsuits]  are  certainly  a  nuisanc 
and  bad  publicity,"  he  says.  "I  wouldn' 
want  to  be  an  oil  company  having  t< 
defend  myself  in  New  Orleans  in  a  loca 
court  with  a  local  jury  that's  living  ii 
Houston." 


RITA'S  NAKED  SHORTS 

ADD  ANOTHER  CASUALTY  OF  RITA  AND  KATRINA. 
Hedge  funds  that  bet  that  record-high  natural  gas 
prices  would  drop  going  into  the  fall  season  have 
been  hit  by  a  Category  5  market  jolt 

After  Enron's  collapse  JPMorgan  Chase,  Citigroup 
and  Credit  Suisse  First  Boston  started  building  up  their 
energy  trading.  Hedge  funds  jumped  in,  too.  Funds 
doing  energy  trading  now  number  120,  up  from  20  a 
year  ago,  estimates  trading  consultant  Peter  Fusaro.  But 
it's  a  scary,  175mph  market  "You  get  whipsawed  pretty 
fast,"  he  says. 

Traders  who  sold  futures  of  natural  gas  without  hav- 


ing gas  production  to  back  them  up — who  took  naked, 
short  positions,  that  is — have  taken  a  huge  beating.  Ana- 
lysts figure  Citadel  Investment  Group,  a  $12  billion  fund 
in  Chicago,  has  lost  $150  million  from  its  gas- trading  po- 
sitions since  the  summer's  start.  Ritchie  Capital  Manage- 
ment, another  Chicago  fund  with  $3  billion,  may  have 
lost  up  to  $100  million.  Both  firms  declined  comment 

Blaming  extreme  volatility  in  natural  gas  futures, 
Enchanted  Rock,  a  $200  million  fund  in  Houston,  shut 
its  doors  in  August  and  returned  its  money  to  investors, 
after  losing  7%  this  year.  Who's  winning  in  power  trad- 
ing? Goldman  Sachs.  Its  revenue  from  fixed  income, 
currency  and  commodities  roared  ahead  41%  in  the 
third  quarter.  — Liz  Moyen 
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DEALS 
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Playing 
Hardball 


Comcast's  scramble  to  lock  up 
sports  programming  has  fans 
and  rivals  crying  foul. 
By  Dorothy  Pomerantz 

AS  THE  PHILADELPHIA  PHILLIES 
struggle  for  a  wild-card  spot,  fans 
are  glued  to  Comcast's  SportsNet. 
Except  fans  who  happen  to  have  DirecTV 
or  EchoStar  satellite  service.  A  quirk  in  the 
1992  Cable  Act  known  as  the  "terrestrial 
loophole"  allows  Comcast  (and  any  other 
broadcaster)  to  withhold  programming  if  it 
is  transmitted  from  a  stadium  to  cable 
boxes  entirely  over  wires  as  opposed  to 
satellite.  Comcast  takes  advantage  of  the 
loophole  to  keep  games  in  Philadelphia 
away  from  DirecTV  and  EchoStar. 

Sports  fans  in  other  parts  of  the  coun- 
try may  soon  feel  Philly's  pain.  From 
Sacramento  to  New  York,  Comcast  has 
been  snatching  up  sports  broadcast  rights. 
It  has  secured  the  rights  to  all  available 
Chicago  Cubs,  White  Sox,  Bulls  and  Black- 
hawks  games,  as  well  as  those  of  the  Sacra- 
mento Kings.  Next  year,  with  Time  Warner, 
it  will  have  the  rights  to  many  Mets  games. 

In  December  Comcast  announced  it 
had  bought  19,000  miles  of  fiber-optic 
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wires,  covering  95%  of  Comcast's  national 
footprint,  from  Level  3  for  $100  million. 
Competitors  worry  Comcast  could  use  the 
fiber  to  exploit  the  loophole  in  other  mar- 
kets if  the  company  feels  it  could  make 
more  profit  by  using  sports  exclusives  to 
retain  or  attract  customers  than  from  re- 
selling games  to  rivals. 

Comcast  says  the  fiber  will  be  used  for 
high-speed  Internet,  not  video,  but  com- 
petitors aren't  comforted.  With  its  $17.6 
billion  buyout  (with  Time  Warner)  of 
bankrupt  Adelphia,  Comcast  will  be  even 
more  dominant  in  Boston,  DC.  and  parts 
of  Florida. 

DirecTV  and  EchoStar  have  repeatedly 
asked  the  Federal  Communications  Com- 
mission to  close  the  loophole,  with  no  luck. 
The  commission  has  said  that  the  satellite 
companies  fail  to  show  terrestrial  distribu- 
tion is  causing  any  competitive  harm. 

DirecTV  and  EchoStar  are  making  an- 
other stab  at  the  FCC,  but  if  that  fails  the 
satellite  guys  can  only  hope  for  passage  of  a 
Senate  bill  cosponsored  by  John  Ensign 
(R-Nev.)  and  John  McCain  (R-Ariz.)  that 
would  require  cablers  to  sell  all  program- 
ming regardless  of  how  it  is  transmitted. 
The  Broadband  Investment  and  Consumer 
Choice  Act  is  up  for  debate  later  this  year. 

Comcast  insists  there's  no  need  to  close 
the  loophole.  It's  fond  of  pointing  out  that 
DirecTV,  through  its  NFL  Sunday  Ticket, 
has  its  own  monopoly  on  football.  Says 
Comcast  Vice  President  David  L.  Cohen: 
"If  Congress  is  concerned  about  exclusiv- 
ity, it  should  ban  it  across  the  board."  F 


Junk  Gets  Junkiei 

A  new  breed  of  financier 
is  driving  rates  on  dicey 
corporate  loans  to  new 
lows  By  Bernard  Condon 


HERE'S  WHAT  HAPPENS  WHE1 
you  have  too  much  monel 
sloshing  around.  In  Augu$ 
mattressmaker  National  Beddini 
announced  that  it  wanted  to  borrov 
$520  million.  The  Illinois  compani 
drew  150  investors  offering  five  time) 
the  $520  million.  This  despite  th< 
company's  junk  rating  and  that  th( 
loan  would  increase  debt  to  six  time! 
earnings  before  taxes,  interest  anc 
depreciation. 

Emboldened,  National  Beddinj 
cut  the  interest  rate  it  was  offering  oil 
its  six-year  loan  by  as  much  as  half ; 
point,  to  two  percentage  points  ovej 
Libor.  Two  and  a  half  years  ago  a  BB- 
company  like  this  one  would  have 
paid  double  the  spread. 

The  same  tide  of  easy  money  thai) 
has  produced  cheap  mortgages  has 
led  to  crazy  pricing  of  corporate 
loans.  But  now  a  relatively  new  breed 
of  junk  lender  has  emerged,  stuffed) 
with  money  from  insurers  and  pen- 
sion funds.  Standard  &  Poor's  esti- 
mates these  loan  pools  and  theiri 
counterparts  for  individual  investors, 
called  prime  rate  funds,  have  raisedl 
$16  billion  more  in  the  past  year  and 
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a  half  than  they've  been  able  to  put  into 
loans.  Thus  the  race  to  lend  to  the  dici- 
est of  borrowers. 

The  number  of  these  new  lenders  has 
more  than  tripled  to  400  since  2000.  The 
portfolios,  known  as  collateralized  loan 
obligations,  hold  $230  billion  in  junk 
loans,  based  on  JPMorgan  Chase  data. 
CLOs  are  expected  to  add  $12  billion  in 
cash  before  the  year  is  out. 

"Virtually  every  deal  is  oversub- 
scribed now,"  says  Steven  Miller,  head  of 
junk  loan  research  at  S&P. 

Miller  says  pension  funds  and  insur- 
ers view  these  funds  as  a  safe  haven.  In 
case  of  corporate  bankruptcy,  loans  in 
these  portfolios  get  paid  back  before 


bonds.  Adding  to  the  appeal  is  that  the 
loans  are  adjustable  and  so  won't  get  hurt 
if  the  Fed  continues  to  raise  rates. 

But  that  assumes  that  the  companies 
that  borrowed  are  able  to  make  higher 
interest  payments.  Default  rates  on  junk 
loans  are  now  at  1.75%  versus  6%  four 
years  ago.  They  can  only  go  up  from 
here.  Another  worry:  All  the  new  CLOs 
have  made  it  easier  for  the  few  big  bank 
syndicators  of  junk  loans  to  play  CLOs 
off  one  another,  forcing  managers  to 
take  iffy  loans  out  of  fear  they'll  get  cut 
out  of  later  deals. 

In  July  software  maker  SunGard 
sought  $4  billion  from  CLOs  and  other 
lenders,  the  largest  nonbank  loan  ever.  It 


proposed  paying  2.75  percentage  poir 
over  Libor  for  its  7.5-year  loan — nea 
historic  lows  for  a  B+  company.  Yet  unli 
many  junk  borrowers  it  doesn't  have  a  1 
of  hard  assets  to  sell  in  a  bankruptcy.  > 
matter.  Demand  was  so  high  SunGa 
was  able  to  cut  a  quarter  of  a  percenta 
point  off  its  already  low  interest  rate. 

The  biggest  beneficiaries  of  the  ri 
in  CLOs  may  be  the  hedge  funds  specie 
izing  in  the  debt  of  distressed  companu 
Some  are  husbanding  money  in  antic 
pation  of  tough  times.  Paul  Malecl< 
head  of  CLOs  at  Princeton  Adviso 
Group,  says  he  doesn't  expect  defaults 
rise  dramatically,  but  if  they  do,  "it  cou 
create  a  lot  of  opportunity." 


TAX  STRETCH 

Clunker  Patents 

Lots  of  people  inflate  the  value  of  charitable 
deductions,  including,  it  seems,  Procter  &  Gamble 
and  50  other  companies  By  Janet  Novack 

FOR  YEARS  THE  INTERNAL  REVENUE  SERVICE  TRIED  TO  CRACK 
down  on  folks  donating  clunker  cars  to  charity  and  taking 
inflated  deductions.  Now  it's  doing  the  same  to  companies 
that  took  billions  of  dollars  in  charitable  deductions  for  donating 
what  could  be  clunker  patents.  The  IRS  has  already  disallowed 
$1  billion  in  patent  deductions  and  is  auditing  another  50  com- 
panies that  claimed  $4.7  billion  worth  of  contributions. 

The  first  public  battle  involves  Procter  &  Gamble.  In  October 
1999  P&G  donated  40  patents  involving  injection  moldings  to 
the  Milwaukee  School  of  Engineering  and  claimed  an  $86.5  mil- 
lion charitable  deduction.  It  predicted  that  revenues  from  their 
commercialization  "could  exceed  $1  billion  annually."  In  fact, 
they  were  never  commercialized.  Advances  in  computerized  ma- 
chining have  "pretty  much  passed"  the  technology  by,  says  Vito 
Gervasi,  who  directs  the  Milwaukee  school's  research  in  the  area. 

The  IRS  took  a  look  and  concluded  that  the  moldings  patents 
were  worth  just  $17  million,  far  from  the  $86  million  claimed. 
And  the  IRS  said  that  another  $207  million  in  P&G  charitable 
patent  deductions  (claimed  in  the  same  fiscal  year  ending  June 
2000)  were  really  worth  just  $55  million. 

P&G  has  paid  the  extra  taxes  but  is  now  suing  for  a  refund, 
arguing  it  based  its  deductions  on  independent  appraisals  of 
market  value. 

Such  appraisals,  however,  typically  calculated  the  patents' 
"market  value"  on  the  sales  a  hypothetical  company  with  plants 
and  distribution  in  place  might  reap — not  their  value  to  a  not- 
for-profit,  says  David  Martin,  chief  executive  of  patent  valuation 


firm  M-Cam,  an  IRS  consultant.  The  valuations  also  ignored  th 
fact  that  if  there  had  been  corporate  buyers  ready  to  pay  s 
much  for  patents,  they  would  have  been  sold,  not  donated. 

P&G's  claim  may  be  more  solid  than  most.  Martin  says  som 
companies  took  deductions  for  patents  they  retained  an  intere; 
in  (a  clear  no-no),  for  disputed  patents  and  even  for  invention 
they  hadn't  won  patents  for.  This  kind  of  nonsense  won't  b 
happening  for  long.  Last  year,  when  Congress  cracked  down  o 
inflated  deductions  for  old  cars,  it  also  limited  patent  breaks.  Fo 
contributions  made  after  June  3, 2004,  companies  can  deduct  u 
front  only  their  tax  basis  in  a  patent,  which  in  most  cases  is  zerc 
since  they've  already  written  off  the  research  costs. 
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Dear  Ketel  One  DrinKer 

H  half  empty  glass 

is  no  way  to  go  through  life. 


INVESTMENTS 


Offshore  Mystery 


The  investors,  many  smart  and  sophisticated,  thought  they  were  getting  a  hedge.  Now  some 
of  them  are  out  millions  of  dollars,  and  lots  are  getting  unwanted  attention  from  the  IRS. 

By  Janet  Novack 


LET'S  SAY  YOU'RE  SITTING  ON  A 
block  of  stock  with  a  huge  gain  in 
it.  Wouldn't  you  be  tempted  by 
this  offer?  You  can  (a)  have  your 
cake,  (b)  eat  it,  too,  and  (c)  not 
pay  taxes  until  later. 

lust  such  an  offer  was  made  by  a  firm 
called  Derivium  Capital  LLC.  Several  hun- 
dred wealthy  investors  grabbed  it.  Now 
many  wish  they  hadn't. 

The  Derivium  deal  called  for  the  cus- 
tomer to  get  a  loan  equal  to  90%  of  the 


value  of  his  shares.  If  the  stock  went  up, 
he  could  get  it  back  by  repaying  the  loan, 
with  interest.  If  the  stock  went  down,  he 
could  walk  away  and  owe  nothing.  And, 
supposedly,  the  initial  loan  was  not  a  sale 
and  thus  not  taxable. 

Now  Derivium,  which  did  S 1  billion 
in  loans,  is  in  bankruptcy  and  under 
investigation  by  the  Internal  Revenue  Ser- 
vice. Some  clients  could  face  back  tax  bills 
and  others  could  lose  millions  in  stock 
gains  in  a  mystery  that  includes  a  former 


Citibank  executive,  companies  in  Ireland 
and  the  Isle  of  Man  and  Britain's  formerl 
honorary  consul  to  Liechtenstein. 

"It's  beginning  to  look  like  it  may  havei 
been  a  very  sophisticated  Ponzi  scheme,"" 
worries  Alan  M.  Grayson,  a  lawyer  andl 
former  president  of  long-distancei 
provider  IDT.  He  figures  the  shares  he 
used  as  collateral  for  Derivium  loans  are 
now  worth  $12  million  more  than  his  loan 
balances.  But  Derivium  reports  it  has  no 
stock  and  no  money  in  the  bank. 
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In  June  an  arbitrator  ruled  that 
Derivium  owes  Fair  Oaks,  Calif,  real 
estate  developer  Don  Hancock  $47  mil- 
lion. Former  Amazon.com  marketing 
exec  Mary  Morouse  got  a  $15  million 
judgment  against  Derivium.  Legg 
Mason  Executive  Vice  President  Robert 
G.  Sabelhaus  is  owed  a  net  $8  million  in 
stock,  an  arbitrator  ruled.  The  family  of 
William  C.  Newton,  a  former  executive 
at  Capital  Research  &  Management,  the 
giant  mutual  fund  operator,  alleges  in 
two  suits  that  they  have  been  defrauded; 
the  family  looks  to  be  out  $12  million. 

At  the  center  of  the  mess  is  Charles  D 
Cathcart,  a  65-year-old  economist  whose 
resume  and/or  Web  site  includes  the  fol- 
lowing: a  University  of  Virginia  Ph.D.,  a 
stint  at  the  Central  Intelligence  Agency  and 
service  as  a  derivatives  pioneer  at  Citicorp. 
Cathcart  set  up  First  Security  Capital  in 
Charleston,  S.C.  in  1998  and  during  the 
tech  boom  renamed  it  Derivium. 

Clients  who  turned  over  their  shares 
couldn't  reclaim  them  during  the  course 
of  their  loans  (many  of  which  were  for 
three  years),  but  they  didn't  have  to  ante 
up  interest — it  was  simply  added  to  the 
loan  balance.  At  the  end  of  the  term,  if 
the  stock  was  worth  less  than  the  balance, 
the  borrower  could  forfeit  it  and  walk 
away.  If  it  was  worth  more,  a  borrower 
could  pay  off  the  loan  and  get  the  stock 
back,  roll  over  the  loan  into  a  larger  one 
or  ask  the  stock  be  sold  and  take  profits. 

Borrowers  generally  didn't  report  any 


income  until  the  stock 
was  forfeited  or  sold. 
(Some  might  not  have 
reported  income  even 
then,  since  Derivium 
didn't  send  1099s.) 
The  IRS  and  California 
tax  authorities  assert 
that  the  loans  were 
really  sales,  in  part 
because  now  inves- 
tors can't  get  their 
stock  back. 

So  what  was  Cathcart's  hedging 
secret?  In  a  deposition  he  gave  last  year  to 
California  regulators,  he  said  he  con- 
trolled the  risk  of  a  slide  in  the  stock 
price  by  immediately  selling  the  stock.  As 
for  the  upside,  he  said  he  gave  the  off- 
shore lenders  backing  the  loans  advice 
on  strategies  they  could  pursue,  but  had 
no  "specific  knowledge"  of  what  hedges 
actually  took  place.  In  fact,  some  bor- 
rowers say  they  didn't  learn  until  2002 
that  Derivium  was  using  an  offshore 
lender — first  an  Irish  company  and,  from 
2000  on,  Bancroft  Ventures  Ltd.,  on  the 
Isle  of  Man. 

Derivium  lawyer  John  B.  Kern  insists 
hedging  was  done  but  failed  in  a  few  cases. 
"There's  been  98%  performance  and  sat- 
isfaction on  these  loans.  It's  not  com- 
pletely surprising  for  a  fairly  innovative 
financial  services  product  to  have  some 
occasional  problems,"  he  says.  Kern  says 
"millions"  were  paid  to  investors  whose 


A  sophisticated  Ponzi  scheme?  Lawyer 
Alan  Grayson  says  he's  owed  $12  million  by 
Derivium.  Below,  founder  Charles  Cathcart. 


stock  did  well — Grayson  collecU 
$600,000  in  gains  when  he  settled  ear 
loans,  giving  him  the  comfort  to  deliv 
more  shares  to  Derivium. 

In  May  Cathcart  sent  borrowers  a  le 
ter  stating  that  with  IRS  and  Californ 
investigations  under  way  Bancro 
Ventures  "has  reached  the  limit  of  its  ta 
erance  with  the  ever  more  draconian  rej 
ulatory  and  litigious  environment"  arj 
would  wind  down.  According  to  its  banl 
ruptcy  filing  Derivium  still  has  671  ope 
loans,  with  a  value  at  maturity  of  $70 
million.  (While  many  are  three-year  loar 
like  Grayson's,  others  look  like  tax-defei 
ral  gambits — with  maturity  dates  as  fa 
out  as  2044.) 

Of  the  $1  billion  or  s 
in  stock  given  to  Deriv 
ium,  investors  got  bac: 
$900  million  in  loana 
According  to  Kern,  Deri^ 
ium  retained  $20  millioi 
and  sent  the  rest  to  the  for 
eign  lenders.  A  goo« 
chunk  of  Cathcart's  share 
lawyers  suing  him  believe 
was  lost  by  his  investment 
in  a  steel-fabrication  proj 
ect  in  South  Carolina  that  ended  up  in  \ 
contentious  bankruptcy. 

And  where's  the  rest?  Cathcart  has  test 
tified  that  Bancroft  was  owned  by  Alexani 
der  Jeeves  and  his  father,  Bryan  Jeevesi 
chairman  of  the  Jeeves  Group,  a  Liechtem 
stein-based  offshore  financial  serviced 
company.  For  years  Bryan  was  Britain'; 
honorary  consul  to  Liechtenstein.  Bryan 
Jeeves  insists  his  group  was  only  a  trustee 
holding  shares  for  Bancroft's  true  ownersj 
"We've  met  Cathcart.  I  know  who  he  is] 
and  his  deposition  is  completely  incor- 
rect," Jeeves  said.  "The  case  is  really  con- 
cerned with  Mr.  Cathcart.  That's  where  all 
the  problems  will  be  uncovered."  He  sug-i 
gested  the  directors  of  Bancroft  should  be 
asked  who  the  real  owner  is. 

Right.  So  who  and  where  are  theyi 
Earlier  this  year  Bancroft's  directors  in  thei 
Isle  of  Man  quit,  and  the  firm  was  movedl 
to  Cyprus.  Its  newest  directors  live  in| 
Beirut. 
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ENJOY  THE  WORLD  OF  EXECUTIVE  ECONOMY 


Relax  in  the  world's  most  spacious  economy  class  seat  on  non-stop  flights  to 
Singapore  from  New  York  and  Los  Angeles.  With  5"  more  legroom  you  can 
stretch  out  comfortably  while  enjoying  KrisWorld,  your  personal  entertainment 
system  with  over  450  on-demand  options,  World  Gourmet  Cuisine,  and  of 
WH   course,  the  inflight  service  even  other  airlines  talk  about,  singaporeair.com 


SinGAPORE 
AIRLinES 


A  STAR  ALLIANCE  MEMBER      V  ' 

>4 


Get  computers  that  can 
keep  up  with  your  employees. 

(No  matter  where  they  are.) 


Sony  VAIO  T340  Notebook 


Intel  Centrino  Mobile  Technology 

-  Intel  Pentium  M  Processor  ULV  740  (1  73GHz) 

-  Intel  PRO/Wireless  2200  Network  Connection  (802.1 1b/g) 
Integrated  wireless  Wide  Area  Network  (WAN)  technology 
Memory:  512MB 

CD-RW/DVD-ROM  combo  drive 
10.6"  WXGA  active-matrix  display 


Sony  VAIO  FS740W  Notebook 


Intel  Centrino  Mobile  Technology 

-  Intel  Pentium  M  Processor  740  (1 .73GHz) 

-  Intel  PRO/Wireless  2200  Network  Connection  (802.1  Ib/g) 
Memory:  512MB 

80GB  hard  drive 
DVD-RW  drive 
15.4"active-matrix  display 


f>1Q/lQ  NOTEBOOK 
*IOH3    CDW  790094 

-200  TRADE-IN 

*1649 


\/\IO 


511/1 Q  NOTEBOOK 
*  \LHt3   CDW 822711 

-200  TRADE-IN 


*1049 


Recommended  accessories  and  services: 
Sony  mobile  optical  mouse  $39.99  (CDW  642238) 
Sony  Service  Pack  2-year,  9x5  onsite.warranty 
upgrade  $199  (CDW  777927) 


Recommended  accessories  and  services: 
Sony  carrying  case  $44.99.  (CDW  642239) 
Sony  Service  Pack  2-year,  9x5  onsite  warranty 
upgrade.$199  (CDW  777927) 


The  Technology  You  Need  When  You  Need  It. 

Upgrading  your  systems  means  upgrading  your  productivity.  At  CDW,  we  have  the  top-name 
mobility  solutions  to  do  just  that.  Our  account  managers  provide  fast  answers  to  your  product 
questions.  And  with  access  to  the  largest  in-stock  inventories,  you'll  get  what  you  need  when  you 
need  it.  So  why  wait?  Get  new  mobility  solutions  today  and  start  benefiting  tomorrow. 


The  Right  Technology.  Right  Away. 

CDW.com  •  800.399.4CDW 

In  Canada,  call  888.898.  CDWC  •  CDW.ca 


ATERIALS  SCIENCE 


fhe  World's  Fastest  Chemists 

|pstart  SYMYX  is  shaking  up  the  stodgy  chemicals  industry  |  By  Zina  Moukheiber 


us. 


■g^  OW  CHEMICAI  CO. 
started  selling  a  new 
I  plastic  last  year,  the 
^mt  first  novel  version  of 
polypropylene  in  30 
It  is  more  malleable  than 
traditional  stiff  plastic  used 
make  lawn  furniture  and 
istic  forks.  Its  softness  makes 
:  tips  of  shoes  more  flexible, 
ows  stretch  wrap  to  cling 
)re  tightly  around  shipping 
llets  and  produces  film  with 
her  clarity.  Sales  could  top 
00  million  a  year. 
The  discovery  belongs  not  to 
:  inventor  of  Scrubbing  Bub- 
s  and  Saran  Wrap  but  to  a  lit- 
-known  company  in  Santa 
ira,  Calif,  called  Symyx.  It  took 
small  technology  outfit  less 
lin  two  years  to  develop  this 
w  class  of  polypropylenes.  In 
mparison,  it  took  15  years  to 
lent  the  first  polyethylene, 
pich  came  out  of  the  lab  in 
33.  For  its  reward  Symyx 
Inds  to  pocket  up  to  5%  of 
es  of  malleable  polypro. 

Symyx  is  shaking  up  the 
|w-moving  world  of  chemicals 
applying  tools  borrowed  from 
p  drug  industry:  miniaturiza- 
n  and  high-speed  automation, 
jaditionally  research  chemists 
fry  out  four  experiments  a  day, 
[xing  chemicals  in  bucketlike 
ptainers.  Symyx  has  developed 
hiachine  as  big  as  a  walk-in 
bset  that  can  mix  thimble-size 
'  antities  of  chemicals  and  met- 


Mix  and  match: 
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Technology 


als  in  parallel,  in  up  to  1,000  combinations 
per  day,  to  test  and  create  new  materials. 
Just  as  high-speed  technology  transformed 
the  way  scientists  discover  drugs,  Symyx 
is  poised  to  do  the  same  for  materials.  "It 
will  truly  help  revolutionize  how  we  do  re- 
search," says  Kurt  Swogger,  head  of  plastics 
research  and  development  at  Dow.  "If  you 
have  speed  advantage,  you  win." 

The  chemicals  industries  may  yet 
prove  the  value  of  high-speed  screeners, 
which  has  so  far  eluded  drug  researchers. 
The  pharmaceutical  industry  has  been 
using  robochemistry  since  the  early 
1990s,  yet  the  number  of  new  drug 
approvals  has  actually  dipped.  "You  can 
have  the  wrong  guy  with  the  right  instru- 
ment," says  Peter  Schultz,  Symyx's 
founder  and  now  a  director. 

Dow  has  already  paid  Symyx  $10  mil- 
lion for  the  purchase  of  robotic  tools  and 
has  committed  to  pay  Symyx  another  $60 
million  through  2009,  plus  royalties  on 
discoveries.  ExxonMobil  has  gradually  ex- 
panded its  collaboration  with  Symyx  over 
the  past  five  years,  employing  the  com- 
pany's technology  across  its  R&D  efforts. 
Symyx  is  helping  ExxonMobil  discover 
new  catalysts  to  remove 
sulfur  from  gasoline,  make 
better  motor  lubricants 
and  find  cheaper  ways  to 
produce  plastic  for  trash 
bags.  Last  year  ExxonMobil  was  Symyx's 
biggest  customer,  contributing  more  than 
half  of  its  $83  million  in  revenue.  Last  year 
the  company  earned  $11  million,  and 
Marcus  Mainord,  an  analyst  at  Stephens, 
Inc.,  estimates  the  company  this  year  will 
earn  $15  million,  or  45  cents  a  share,  on 
$  1 1 3  million  in  revenue. 

Merck  is  using  Symyx's  tools  to  test 
forms  of  drug  candidates  to  determine 
their  physical  properties  before  giving 
them  to  humans.  Agfa  wanted  a  more  sen- 
sitive X-ray  phosphor  that  would  allow 
lower  and  safer  dosages  of  radiation  and 
better  images.  "We  have  changed  the  way 
they  do  R&D,"  says  Steven  Goldby,  Symyx's 
chief  executive. 

Dow  research  chief  Swogger  was 
skeptical  when  Goldby  first  approached 
him  in  1998.  Researchers  didn't  think 
they  could  test  minuscule  samples  of 


year  a  German  chemistry  journal  pub- 
lished a  paper  which,  without  naming 
Symyx,  clobbered  its  approach,  stating 
that  tests  done  in  small  quantities  could 
not  be  reproduced  in  larger  batches. 

Still,  Swogger  decided  to  throw 
Symyx's  chief  technical  officer,  W.  Henry 
Weinberg,  a  preliminary  challenge:  Come 
up  with  the  best  configuration  of  catalysts 
to  make  plastics.  Weinberg  ran  through  a 
gamut  of  temperatures  and  chemical 
ratios  and  came  back  with  results  in  six 
weeks,  one-tenth  the  time  it  took  Dow  to 
reach  the  same  results.  Swogger  was  awed. 
"It  was  Edisonian,  but  faster.  We  said, 
'Let's  give  them  some  real-life  problems 
to  work  with,' "  says  Swogger. 

In  late  2000  Symyx  went  to  work.  The 
chemical  giant  wanted  a  polypropylene 
versatile  enough  to  go  from  stiff  to  soft.  It 
was  difficult  for  Dow  to  do  because  it  uses 
a  plasticmaking  process  that  requires 
temperatures  in  excess  of  212  degrees 
Fahrenheit.  Catalysts  are  sensitive  to  heat 
and  can  produce  poor  quality  plastics. 
Symyx  had  to  concoct  a  new  catalyst  that 
could  withstand  such  high  heat. 

Weinberg  and  a  group  of  12  scientists 


molecular  structures  are  vastly  diffen 
from  the  catalysts  that  prodi 
polypropylene.  "If  scientists  had  u; 
scientific  theory  to  guide  them,  I 
pyridylamine  catalysts  would  likely  ne 
have  been  discovered,"  says  Vincent  M 
phy,  an  organometallic  chemist  at  Sym 

In  April  2002  Symyx  handed  over 
new  catalyst  to  Dow.  "We  were  jump: 
up  and  down,"  says  Swogger.  Because 
the  plastic's  softness  Dow  could  afford 
charge  85  cents  to  $1.10  per  pound.  G 
den-variety  polypropylene  goes  for 
cents  to  70  cents  a  pound. 

Symyx  got  its  start  in  1994,  the  bra 
child  of  Peter  Schultz,  a  chemist  who  s> 
eral  years  earlier  at  the  University  of  Cl 
fornia,  Berkeley  hit  on  the  idea 
applying  the  techniques  of  rapid  dri 
screening  to  materials  science.  "You  coi 
play  with  the  periodic  table,"  says  Schu 
He  got  $  1  million  in  seed  capital  from 
friend  Alejandro  Zaffaroni,  the  ser 
biotech  entrepreneur  with  whom  he  h 
formed  gene  chip  maker  Affymax. 

Schultz  built  a  prototype  that  allo\% 
him  to  synthesize  in  parallel  in  one  c 
256  different  materials.  To  make  t 


"It  will  truly  help  revolutionize  how  we  do  research 
If  you  have  the  speed  advantage,  you  win." 


materials  and  grasp  their  properties.  That 


from  Dow  and  Symyx,  some  steeped  in  ar- 
cane specialties  like  organometallic  chem- 
istry, assembled  a  diverse  array  of  mole- 
cules and  metals  plucked  from  Symyx's 
library  of  more  than  5,000  catalyst  candi- 
dates. In  96  tiny  wells  robotic  arms  mixed 
variations  of  molecules  containing  nitro- 
gen, oxygen  and  sulphur  with  metals  such 
as  zirconium,  titanium  and  hafnium.  A 
magnet  spun  these  solutions  at  hundreds 
of  revolutions  per  minute. 

In  the  first  round  Symyx  researchers 
mixed  these  solutions  with  propylene  gas  to 
find  out  which  ones  catalyzed  the  most  plas- 
tic at  167  degrees.  After  testing  tens  of  thou- 
sands of  candidates,  they  pared  the  list  to  50 
promising  catalysts,  then  raised  the  heat 
above  200  degrees  Fahrenheit.  It  turned  out 
that  a  family  of  pyridylamines  made  the 
most  plastic  with  the  desired  melting  point. 

The  Symyx  and  Dow  scientists  were 
surprised  at  the  finding.  Pyridylamines' 


machine  commercial  strength  and  a 
depth  to  his  materials  science  knowled 
he  brought  in  Weinberg,  his  onetii 
chemical  engineering  professor  at  t 
California  Institute  of  Technology. 
1996  Symyx  raised  $13  million  in  venti 
money.  Zaffaroni  also  brought  in  Ste 
Goldby,  who  was  president  of  drug  coi 
pany  Alza,  another  Zaffaroni  company 

Symyx  moved  quickly  to  sect 
patents,  locking  up  the  field  of  high-spe 
materials  combination  in  the  U.S.  D« 
and  ExxonMobil  dropped  plans 
develop  their  own  tools  when  th 
bumped  up  against  Symyx's  patents. 
2002  General  Electric  licensed  Symy 
technology  after  Symyx  notified  GE 
potential  infringement. 

Symyx's  only  real  competition  is  oi 
side  the  U.S.,  from  Dutch  firm  Avantiu 
HTE  in  Germany  and  Chemspeed  Tec 
nologies  in  Switzerland. 
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100%  NO-LOAD  MUTUAL  FUNDS 


Proven  Performance.  And  Low  Cost. 


Discover  why  more  and  more  investors  are  choosing  T.  Rowe  Price. 

AtT.  Rowe  Price,  we  believe  you  shouldn't  have  to  choose  between  low  expenses  and  strong 
performance.  For  each  1-,  5-,  and  10-year  period  ended  6/30/05,  over  70%  of  our  funds  beat 
their  Lipper  average.*  Results  will  vary  for  other  periods.  Our  active,  hands-on  approach  to 
investing  is  just  one  of  the  reasons  our  funds  have  performed  so  well  over  time.  We're  also 
dedicated  to  keeping  costs  low.  We  offer  funds  with  no  loads,  no  sales  charges,  and  expense 
ratios  below  their  Lipper  averages. 


Choose  from  over  90  low-cost  mutual  funds  including: 


As  of  6/30/05 

1  Year 

5  Year 

10Year 

Expense 
Ratio 

Balanced  Fund 

Lipper  Balanced  Funds  Average 

9.00% 

6.50% 

3.61% 

1.90% 

8.76% 

7.66% 

0.70% 

1.38% 

Capital  Appreciation  Fund 

Lipper  Multi-Cap  Value  Funds  Average 

10.72% 

10.72% 

13.64% 

6.22% 

12.68% 

10.14% 

0.83% 

1.59% 

Dividend  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

7.85% 

7.16% 

3.20% 

-0.36% 

9.74% 

9.37% 

0.78% 

1.48% 

Spectrum  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

10.72% 

7.16% 

2.01% 

-0.36% 

9.76% 

9.37% 

0.86% 

1.48% 

Current  performance  may  be  lower  or  higher  than  the  quoted  past  performance,  which 
cannot  guarantee  future  results.  Share  price,  principal  value,  and  return  will  vary,  and  you 
may  have  a  gain  or  loss  when  you  sell  your  shares.  To  obtain  the  most  recent  month-end 
performance,  call  us  or  visit  our  Web  site.  Request  a  prospectus  or  a  briefer  profile;  each  includes 
investment  objectives,  risks,  fees,  expenses,  and  other  information  that  you  should  read  and 
consider  carefully  before  investing.  All  mutual  funds  are  subject  to  market  risk,  including 
possible  loss  of  principal. 


To  find  out  which T.  Rowe  Price  mutual  fund  is  right  for  your  goals  and  tolerance  for  risk,  visit 
our  Web  site  or  call  our  Investment  Guidance  Specialists  today. 


TROWEPRICE.COM/MUTUALFUNDS 


1-866-275-7969 


T.RoweFHce 


INVEST  WITH  CONFIDENCE 


"Based  on  cumulative  tolal  return.  9J  of  1 32, 65  ol  87,  and  U  ol  61  \.  Rowe  Price  funds  (including  all  share  classes  and  excluding  lunds  used  in  insurance  products)  outperformed  their  Lipper 
average  lor  the  I  -,  5-,  and  1 0-year  periods  ended  6/30/05.  respectively.  Not  all  funds  outperformed  for  all  periods.  (Source  for  data:  Lipper  Inc.)  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 

MPLC072308 


Digital  Tools  Stephen  Manes  

-and  can  tell  you  to  "Look  300  miles  soul 


Pop  Fly 


THE  LATEST  WRINKLE  IN  PERSONAL  COMPUTING  LOOKS 
like  a  rather  ungainly  pen.  It  lacks  both  screen  and 
keyboard,  even  as  options.  Instead,  like  any  number  of 
science-fictional  HALs  and  their  brethren,  it  commu- 
nicates almost  exclusively  by  talking  to  you.  But, 
unlike  any  other  real  or  fictional  computer  I  can  remember,  it 
insists  that  you — or,  more  likely,  your  kids — communicate  by 
printing  your  commands  on  special  paper. 

The  $100  Fly  Pentop  Computer  comes  from  LeapFrog 
Enterprises,  the  Emeryville,  Calif,  maker  of  hardware  and  soft- 
ware for  children.  It's  aimed  at  the  8-to- 14-year-old  set,  and  it 
initially  seems  to  have  a  lot  of  magic  inside.  That  paper,  devel- 
oped by  the  Swedish  company  Anoto  Group  AB  and  first  seen 
accompanying  data-capture  pens  from  Logitech  and  others,  is 
printed  with  a  pattern  of  0.1 -millimeter  dots.  A  tiny  camera 
above  the  pen's  point  scans  the  pattern  75  times  a  second, 
letting  the  unit  know  where  it  is  at  any  given  instant. 

That's  how  the  Fly  Pentop  can  interact  with 
preprinted  materials  like  stickers  that  can  tell 
time  or  give  a  Bronx  cheer  when  you  touch 
the  pen  point  to  them — as  well  as  a  map 
of  North  and  Central  America  that 
knows  when  you've  touched 
the  proper  state  or  province 
in  response  to  a  pen- 


spoken  capital  city- 
it  you're  wrong. 

But  the  Pentop  also  allows  freer-form  activities  with  opa 
patterned  paper  that  is  otherwise  blank.  If  you  take  a  bit  of  til 
learning  how  to  print  the  way  the  Pentop  wants  you  to,  it  can 
a  surprisingly  good  job  of  understanding  your  characters  as  y 
write.  But  you'll  inevitably  find  plenty  of  times  when  you'll  he 
to  reenter  your  jottings.  Even  when  you  do  it  right,  the  pen  oft 
waits  to  make  sure  you've  finished  an  entry,  so  you  quickly  lea 
to  double-tap  your  entries  to  signal  that  you're  done. 

The  Pentop  lets  you  enter  notes  that  can  speak  themseb 
back  to  you  and  reminders  that  sound  an  alarm  and  armour 
themselves  at  a  particular  time.  But  those  entries  are  limited 
just  three  words  each,  the  synthesized  sound  doesn't  always  pi 
nounce  names  and  other  complex  words  properly,  and  worki 
your  way  through  a  long  list  to  recover  a  single  entry  can 
painfully  slow  because  there's  no  way  to  jump  ahead. 

Two  clever  applications  provide  the  most  dazzling  derm 
Once  you  follow  spoken  instructions  to  draw  a  calculator  on  t 
page,  you  can  use  it  to  solve  problems  by  tapping  the  keys  you 
created.  Cute,  but  it's  easier  to  use  a  handy  preprinted  calculat 
card  that  comes  with  the  Pentop — and  even  easier  to  use  a  I 
calculator. 

Draw  an  octave-wide  keyboard  and  drum  kit  on  paper  a 
you  can  use  it  to  play  music  that  can  sound  like  piano,  syntr 
sizer,  flute,  orchestra,  marimba  or  turntable  scratching,  plus  se 
eral  drum  styles  and  rhythm  tracks.  You  can  record  and 
save  your  masterpieces,  too,  but  you  get  to  keep 


No  screen.  No  keyboard.  The 
Fly  Pentop  Computer  has  kids 
communicate  via  ink  on  paper. 
Then  the  device  talks  back. 
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WITH  ALL  OUR  MUTUAL  FUND  AND  ETF  CHOICES. 


AND  EVERY  ETF  SOLD 

INCLUDING: 


m£s  Vanguard    |f||  JANUS    •revfllS  11 


I  M  C  O 


iShares  MS( 

NASDAq-lOO 


JRydexInvestments 


Essent-ai  fa  rrxxtefr  markets 


Start  with  our  wide  range  of  investment  choices,  then  use 
our  powerful  online  tools,  research,  and  expert  advisors  to 
select  the  right  mix  of  investments  for  your  portfolio. 

Challenge  the  ordinary. 

Be  traordinary 


Get  a  free  portfolio  review.  E->  TRADE 

Call  1-800-731-5223  or  visit  etrade.com/superstore  FINANCIAL5 


should  consider  the  investment  objectives,  risks,  charges  and  expenses  of  a  mutual  fund  or  exchange-traded  fund  carefully  before  investing.  The  fund's  prospectus 
ains  this  and  other  important  information.  For  a  current  prospectus,  please  visit  www.etrade.com/mutualfunds  or  visit  the  Exchange-Traded  Fund  Center  at 
.etrade.com/etf.  Read  the  prospectus  carefully  before  investing. 

nvestment  Specialist  Group  provides  advice  on  mutual  funds,  bonds,  and  asset  allocation.  Customers  are  required  to  complete  additional  forms  and  documentation 
der  to  receive  such  services.  Different  commission  structures  may  apply  and  in  some  cases  may  be  less  or  more  than  the  rates  posted  on  the  website, 
rities  products  and  services  are  offered  by  E'TRADE  Securities  LLC.  Member  NASD/SIPC. 
305  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


Digital  Tools 


only  one  at  a  time.  No  biggie;  the  monaural  audio  won't  win  any 
prizes  through  the  built-in  speaker,  and  the  supplied  earbuds, 
too  big  to  fit  comfortably  in  my  adult-size  ears,  often  reveal 
annoying  buzzing.  And  like  the  initially  pristine  calculator,  the 
keyboard  and  drums  quickly  get  full  of  ugly  pen  marks. 

With  "open"  paper,  the  user  interface  involves  drawing 
characters  inside  a  box  or  circle  or  triangle  as  directed.  When 
you  come  back  to  a  page  you  created  a  few  days  before,  it's  not 
always  obvious  what  to  do  next,  and  the  spoken  instructions 
don't  always  help.  But  once  the  memory  fills  up — LeapFrog 
won't  say  how  much  there  is — the  pen  will  forget  the  oldest 
material  you  created  and  force  you  to  redraw  it.  And  when  you 
run  out  of  paper — the  basic  pen  comes  with  20  half- letter-size 
pages — you'll  need  to  buy  more  at  a  cost  of  nearly  17  cents  per 
letter-size  sheet. 

To  extend  the  Pentop's  talents,  add-on  products  use  plug-in 
cartridges.  In  the  educational  category  the  $25  spelling  cartridge 
comes  with  a  pad  that  lets  kids  enter  word  lists  and  play  games 
like  a  Wheel  of  Fortune  surrogate  to  help  master  them.  But  after 
just  200  words  it's  time  to  buy  another  eight-buck  pad. 

A  $35  Spanish  cartridge  includes  one  educational  game  that 
I  found  annoying  to  set  up.  Otherwise  it's  a  simple  English- 
Spanish/Spanish-English  dictionary.  The  advantage  is  that  you 
get  to  hear  words  pronounced.  But  the  pronunciation  isn't 
always  fully  intelligible,  the  dictionary  can't  translate  plurals  or 
contractions,  and  whether  you're  in  English-to-Spanish  or 
Spanish-to-English  mode,  tapping  a  "spell"  button  gets  you  only 
the  English  terms  for  letters  of  the  alphabet.  And  to  get  any  use 
out  of  the  product,  you'll  have  to  have  some  "open"  Flypaper 
along  with  the  pen.  A  $7  paperback  dictionary  is  a  far  better  way 
to  translate. 

In  the  entertainment  category,  Fly  Friends  is  a  $30 
book/cartridge  combo  full  of  girly  quizzes  like  "Friendship 
Flavas"  and  Pentop-bestowed  nicknames  like  "Spunky  Kitten." 
It's  apparently  meant  for  slumber  parties,  but,  I  suspect,  one 
party  and  you're  done  with  the  thing,  except  for  the  "Forever" 
memories  you  can  revisit  on  paper  even  when  the  pen  has 
joined  the  landfill. 

There's  potential  repeat  value  in  Flyball,  a  baseball  game  that 
uses  specially  printed  Upper  Deck  trading  cards  to  create  what 
starts  as  a  simple  pitcher-versus-batter  game  and  can  turn  mind- 
bogglingly  complex  with  endless  options.  The  audio  play-by-play 
uses  a  real  announcer  to  take  advantage  of  baseball's  affinity  for 
radio  but  ends  up  missing  what  makes  radio  work — the  great 
announcers'  digressions  on  the  game  and  on  life  in  general.  The 
cards  are  based  on  three-year  averages,  which  makes  them  a  bit 
tricky  to  dope  out,  and  I  was  annoyed  to  discover  that  the  only 
second  basemen  in  the  box  were  Mark  Bellhorn  and  Jose  Vidro. 
Additional  cards,  of  course,  cost  additional  money. 

Throughout,  I  stumbled  on  a  problem  I've  run  into  with 
other  LeapFrog  products:  a  lack  of  rigor  that  seems  out  of  place 
in  items  meant  for  kids.  Though  the  basic  pen  forces  you  to 
write  capital  letters,  the  Spanish  and  spelling  cartridges  insist  on 
lowercase  at  times  without  clearly  explaining  why  FOfbCS 
there's  a  difference.  The  tinniness  of  the  classical 


Stephen  Manes 


The  wonderment 
may  begin  to 
wear  thin  when 
you  start  buying 
disposables- 
including  ink 
cartridges,  AAA 
batteries  and 
special  paper. 


music  in  a  "concentration'  gan 
would  send  the  compose: 
howling  for  earplugs,  and  ft 
tunes  seem  to  have  bed 
inserted  more  for  the  benefit  o 
cultured  parents  than  inte 
ested  kids.  A  "give  me  a  fad 
option  is  so  random  as  to  a 
worthless. 

Though  the  Pentop  is 
clever  hack,  the  initial  wondei 
ment  may  begin  to  wear  thi 
just  about  the  time  you  con 
template  the  expense  of  buyin 
disposables,  including  AAA  bat 
teries  and  ink  cartridges.  And  I  wonder  whether  kids  weanel 
on  cell  phones  with  voice  recognition,  not  to  mentioi 
videogames  that  make  Flyball  seem  like  something  out  of  th 
Ebbets  Field  era,  may  turn  out  to  be  Fly-proof  even  in  the  fac 
of  hip-hop  marketing  that  features  Flypaper,  Flycons  an 
liveonthefly.com. 

Parents,  in  case  you're  wondering:  In  the  applications  when 
I  tried  it,  the  pen  does  recognize  the  seven  unsayable  word 
George  Carlin  posited  years  ago — and  pronounces  them  "bleep, 
But  21st-century  brats  who  have  learned  a  thing  or  two  abou 
phonetics  will  doubtless  figure  out  ways  around  that. 


You're  the  Top 


i 


t's  about  as  low  tech  as  high  tech  gets:  a  spinning  top  that 
can  count  its  own  rotations  and  display  them  as  it  spins. 
And  the  i-Top-Pro  from  Toronto's  Irwin  Toy  (itop.ca)  turns 
out  to  be  about  the  most  tech  fun  you  can  find  for  ten  bucks. 

Spin  for  a  high  score.  Spin  to  stop  within  a  particular 
range  of  revolutions.  Pick  up  the  top  at  a  specified  spin. 
Use  it  as  a  Magic-8-ball-style  fortune  teller  (the  Fly  Pentop 
can  do  this,  too)  or,  amazingly,  a  digital  compass.  Fold  up 
the  pin  and  slide  the  thing  in  your  pocket.  Surprisingly 
addictive,  but  a  warning  to  lefties:  Counterclockwise  spins 
are  counterproductive.  —S.M. 

Stephen  Manes  (stevei§>cranky.com)  is  cohost  of  PC  World's  Digital  Duo.  which 
appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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Maveri 


ECONOMIC  THEORY 


fred  Marshall  Passe? 

How  a  young  Harvard  economist  is  challenging  the 
traditionalists  in  his  field  |  By  Dana  Wechsler  Linden 

THREE  YEARS  AGO  THE  MACARTHUR  FOUNDATION 
awarded  economist  Sendhil  Mullainathan  one  of  its 
$500,000  "genius"  grants.  Only  29  at  the  time, 
Mullainathan  celebrated  by  buying  himself  a  new  pair  of 
$49  Allen  Iverson  sneakers. 
That's  it?  "The  luxury  part  is,  I  already  had  a  pair  of  sneakers," 
he  explains.  To  the  lanky,  understated  professor,  his  purchasing 
decision  made  sense:  Even  though  he  really  didn't  need  a  new  pair 
of  sneakers,  he  bought  them  anyway.  But  is  that  rational?  That 
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Feelfree  to  take  risks. 


Whatever  business  you're  in,  growth  is  always  a  key 
objective.  When  a  business  opportunity  comes  knocking, 
your  intuition  tells  you  to  reach  for  it,  while  your  head 
teHs  you  to  leave  nothing  to  chance.  What  you  need  is 
a  balance  that  lets  you  take  a  calculated  risk  -  with  a 
safety  net  in  case  things  don't  turn  out  as  planned. 
That's  where  Atradius  comes  in.  We'll  help  you  to 


profit  from  those  business  opportunities  throu 
protection  of  our  tailored  credit  insurance  -  covi 
your  sales  against  the  many  risks  of  non-pay 
And  you  can  be  sure  that  the  cover  you  receive  fits 
needs  like  a  glove  -  no  more  and  no  less.  So  whai 
the  size  and  nature  of  your  business,  with  our 
you  can  feel  free  to  take  risks.  Call  us:  1-800-822-: 


www.atradius.com 


•iratradii 


managing  risk,  enablincl 
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Is  Alfred  Marshall  Passe? 

How  a  young  Harvard  economist  is  challenging  the 
traditionalists  in  his  field  |  By  Dana  Wechsler  Linden 


HREE  YEARS  AGO  THE  MACARTHUR  FOUNDATION 
awarded  economist  Sendhil  Mullainathan  one  of  its 
$500,000  "genius"  grants.  Only  29  at  the  time, 
Mullainathan  celebrated  by  buying  himself  a  new  pair  of 
$49  Allen  Iverson  sneakers. 


That's  it?  "The  luxury  part  is,  I  already  had  a  pair  of  sneakers," 
he  explains.  To  the  lanky,  understated  professor,  his  purchasing 
decision  made  sense:  Even  though  he  really  didn't  need  a  new  pair 
of  sneakers,  he  bought  them  anyway.  But  is  that  rational?  That 

FORBES-  October  17,  2005  71 


All-New  MX-5  Miata.  Once  again,  Mazda  has  reinvented  the  sports 

You  see  it  in  every  texture,  stitch  and  sweep.  You  feel  it  in  every  shift,  straightaway 
redesigned  and  rebuilt  from  the  ground  up.  Every  component  is  engineered  to  keep 
almost  telepathic.  Only  Mazda  could  have  delivered  this  seamless  expression  of 


Mavericks 

question  goes  to  the  core  of  Mul- 
lainathan's  specialty — behavioral  eco- 
nomics, an  emerging  branch  of  the  field 
that  seeks  to  integrate  psychology  with 
economics.  He's  one  of  perhaps  four  or 
five  of  his  generation  leading  the  overhaul 
of  the  traditional  economic  model  and  its 
underlying  assumption — that  people 
always  behave  rationally  and  make  the 
right  decision,  unfettered  by  emotion  or 
impulse.  Says  economist  Richard  Thaler 
of  University  of  Chicago  Graduate  School 
of  Business:  "I'd  put  him  with  a  small 
group  who  are  where  the  future  is." 

What's  rational,  for  instance,  about 
the  sports  fan  who  refuses  to  pay  more 
than  $200  to  buy  a  Super  Bowl  ticket,  but 
won't  accept  less  than  $400  for  one  he 
already  owns?  Or  travelers  who  leave  gen- 
erous tips  at  restaurants  they  expect  never 
to  visit  again?  Or  gamblers  who,  at  the 
end  of  a  losing  day,  bet  on  a  long  shot? 

It's  one  thing,  though,  for  the  psycho- 
economists  to  say  that  people  make  foolish 
choices,  quite  another  for  them  to  turn 


graduating  and  went  to  Clarkson  Univer- 
sity, and  then  on  to  Cornell,  where  he  took 
graduate-level  courses  in  math  and  com- 
puter science.  He  studied  under  Thaler, 
then  at  Cornell,  who  was  injecting  psy- 
chology into  economics. 

Mullainathan  was  hooked  and  his  re- 
search has  become  increasingly  more  em- 
pirical and  less  ivory-tower.  He  went  to 
graduate  school  at  Harvard,  then  became 
a  junior  faculty  member  at  MIT.  Harvard 
snatched  him  back  last  year  with  tenure. 

One  of  his  most  provocative  papers, 
just  submitted  for  publication,  suggests 
that  tiny  psychological  effects  can  have 
potentially  enormous  impact  on  demand, 
more  of  an  impact  than  price.  In  2003  he 
and  several  coauthors  worked  with  a 
bank  in  South  Africa  that  sent  out  letters 
offering  short-term  loans.  They  varied 
the  interest  rate  and  also  varied  a  number 
of  cues  designed  to  trigger  psychological 
responses,  such  as  a  smiling  photo  in  a 
corner  of  the  letter  and  tables  that  pro- 
vided more — or  less — information  and 


Radio  Shack  and  Fidelity  Investments: 
behavioral  economists  can  quantl 
more,  that's  exciting.  The  ad  industry  v| 
be  looking  at  those  things  closely." 

Conventional  economic  theory  sJ 
people  accurately  calculate  costs  and  bel 
efits,  present  and  future.  If  they  don't  sal 
much,  it's  because  consuming  mcl 
today  makes  them  feel  better.  If  thl 
smoke,  it's  because  the  happiness  they  ,| 
from  smoking  outweighs  the  costs. 

Behavioral  economists  disagrJ 
They  argue  that  a  hardwired  lack  of  se 
control  prevents  people  from  makiil 
rational  choices.  Mullainathan  an 
Jonathan  Gruber  of  MIT  tapped  a  hu; 
trove  of  data — surveys  of  self-reportc| 
levels  of  happiness  conducted  since  19* 
by  the  U.S.  and  Canada.  What  did  th»| 
find?  The  population  was  happier  an 
excise  taxes  on  cigarettes  rose.  The  taxel 
Mullainathan  suggests,  helped  sorr] 
smokers  drop  an  unwanted  habit. 

Another  application  of  behaviorisil 
that  has  gotten  much  attention  has  to  dl 


"Let  the  data  build  up;  let's  see  who's  right.  If  I'm  wrong, 
I'll  be  wrong.  And  that's  good.  Everyone  will  see." 


this  observation  into  a  theory  that  can 
explain  consumer  decision  making,  stock 
market  movements  or  economic  cycles. 
Says  ardent  rationalist  Eugene  Fama  of  the 
University  of  Chicago:  "They've  uncov- 
ered lots  of  interesting  details  about 
behavior,  but  will  anyone  show  this  has  an 
impact  on  prices  and  markets?" 

That's  where  Mullainathan  comes  in. 
"He  can  think  conceptually,"  says  Thaler, 
"but  he  has  very  strong  empirical  skills 
and  an  interest  in  real  data." 

Born  in  a  small  farming  village  in 
India,  Mullainathan  lived  there  for  seven 
years  while  his  father  moved  to  the  U.S.  to 
go  to  graduate  school.  On  his  fifth  birth- 
day, his  father  sent  him  a  three-piece  suit. 
On  the  way,  via  oxcart,  to  have  his  photo 
taken,  his  uncle  and  grandfather  spent  the 
whole  time  arguing  about  whether  the 
vest  Went  over  or  under  the  jacket.  In  the 
photo  a  beaming  Mullainathan  proudly 
wears  the  vest  on  top. 

After  moving  to  Los  Angeles  in  1980, 
Mullainathan  left  high  school  without 


choice.  The  sample  was  large,  more  than 
50,000  letters,  and  the  study  was  random- 
ized and  controlled. 

The  impact  of  some  of  the  small, 
nonfinancial  cues  surprised  even  the 
study's  authors,  though  it  probably 
wouldn't  have  been  a  shock  to  creative 
types  on  Madison  Avenue.  It  turned  out 
that  having  a  wholesome,  happy  female 
picture  in  a  corner  of  the  letter  had  as 
much  positive  impact  on  the  response 
rate  as  dropping  the  interest  rate  by  four 
percentage  points.  Says  Eldar  Shafir,  pro- 
fessor of  psychology  and  public  affairs  at 
Princeton  and  a  coauthor  of  the  study:  "I 
didn't  know  that,  nobody  expected  that." 

The  practical  takeaway  is  that  an 
insurance  company  can  probably  sell 
more  auto  policies  by  featuring  Reese 
Witherspoon  in  its  brochures  than  by 
slashing  margins  and  sending  out  letters 
that  scream:  "Unprecedented  Low  Rates!" 

Says  Matthew  Ryan,  executive  direc- 
tor at  Boston  ad  agency  Arnold  World- 
wide, whose  clients  include  McDonald's, 


with  401  (k)  plans.  If  you  want  workers  til 
save  more,  help  them  with  their  self-conl 
trol  by  getting  them  to  commit  ill 
advance  to  increase  their  savings  as  thej 
get  future  raises.  Make  it,  in  other  words 
more  difficult  to  spend  the  entire  raise.  Ill 
2004  Vanguard  rolled  out  an  automatic  I 
contribution  plan  designed  with  Thaleil 
and  UCLA's  Shlomo  Benartzi.  If  it  meetl 
expectations,  savings  should  better  tharj 
triple.  More  than  300  companies  have  the| 
plan  in  place. 

A  study  in  Malawi  by  one  of  Mul-| 
lainathan's  students  is  looking  at  whedieil 
what  psychologists  call  a  "channel  factor" — I 
a  stimulus  that  leads  you  to  act  immediately 
on  your  intentions — might  increase  thel 
number  of  people  who  pick  up  the  results  of 
their  AIDS  tests.  A  puny  incentive,  equiva- 
lent in  monetary  worth  to  two  cans  of  Coke, 
boosted  the  response  from  30%  to  70%. 

"Let  the  data  build  up;  let's  see  who's 
right,"  says  Mullainathan.  "If  I'm  wrong, 
f  11  be  wrong.  And  that's  good.  Everyonei 
will  see."  F 
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It's  a  win-win-win.  Print,  copy  and  scan  in  brilliant  color, 
at  amazing  speed.  The  Xerox  WorkCentre@C2424.  Finally,  a 
24  ppm  networked  color  multifunction  for  under  $3,000. 
Xerox  Color.  It  makes  business  sense. 


Lucks  y°u-  Introducing  the  Xerox  WorkCentre 
C2424  Color  Multifunction.  It's  the  most  versatile 
color  multifunction  you  can  get  for  under  $  3.000. 
Print,  copy  and  scan  in  crisp  black  and  white,  or 
brilliant  color  with  Xerox  Solid  Ink  Technology. 
It's  clean,  versatile  and  incredibly  fast  at 
up  to  24  pages  per  minute,  with  an  industry- 


leading  first-page-out  time  of  just  six  second 
Its  speed  and  performance  increase  productivj 
l>\  saving  end-user  time  and  maintenancj 
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image  quality  of  2400  dpi.  the  \ero\  WorkCentj 
C2424  Color  Multifunction  is  the  winning  ticke 
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Eyes  on  the  Prize 

Despite  multiple  setbacks,  this  little  company  kept  its  focus  on  some  implausible 
technology.  It  might  actually  make  its  invention  pay  off  By  Nicole  Ridgway 


Overcoming  a  miserable  prognosis:  Eyeonics'  Andy  Corley  and  Stuart  Cumming  battled  money  problems  and  a  legion  of  skeptics. 


GORGEOUS  AFTERNOON  ON  THE  SUNLIT  TERRACE 
of  the  Hotel  Laguna  Beach  Club  failed  to  lift 
J.  Stuart  Cumming's  spirits.  The  veteran  eye 
surgeon  had  spent  eight  years  developing  an  inno- 
vative lens  to  correct  both  cataracts  and  farsight- 
edness. And  now  he  was  out  of  money — with  no 


backers  in  sight.  His  drinking  partner  that  day  in  January  1998 
was  J.  Andy  Corley,  who  had  run  the  refractive  unit  at  Chiron 
Vision,  which  had  just  been  bought  by  Bausch  &  Lomb  for 
$300  million. 

"He'd  made  lenses,  he'd  done  human  clinical  work,"  recalls 
Corley.  He  knew  it  well:  Corley  had  been  present  five  years  ear- 
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A  Clearer  Picture 


lier  when  Cumming  pitched  his  project  to  Chiron  and  was  lit- 
erally laughed  out  of  the  room.  There  was  no  joking  that  after- 
noon over  heers.  Instead,  Corley  agreed  to  join  what  became 
Eyeonics,  of  Aliso  Viejo,  Calif.,  as  chief  executive,  eventually 
ponying  up  $75,000.  It  seemed  as  if  Cumming' s  bad  luck  had 
finally  turned  around. 

The  British -born  ophthalmologist  had  discovered  in  1989 
that  the  eye's  ciliary  muscle  still  functioned  in  even  his  oldest 
patients,  overthrowing  the  long-held  view  that  it  atrophied 
by  the  time  most  people  started  needing  reading  glasses,  usu- 
ally in  their  40s.  This  discovery  was  critical:  If  a  lens  could  be 
manipulated  by  the  muscle,  it  could  accommodate  for  all 
distances,  just  as  a  youthful  eye  does,  a  big  advantage  over 
surgically  implantable  lenses  for  cataracts  that  remained 
immobile  and,  hence,  were  of  no  use  to  correct  for  farsight- 
edness. Cumming's  30-minute 
procedure  resembles  cataract 
surgery  (performed  on  2.7  mil- 
lion American  eyes  every  year).  A 
surgeon  removes  the  eye's  natural 
lens  and  inserts  Eyeonics'  "Crys- 
talens,"  tucking  it  inside  a  clear 
membrane,  a.k.a.  the  capsular 
bag,  which  is  attached  to  the  eye's 
ciliary  muscle  and  "shrink 
wraps"  around  the  lens  to  hold  it 
in  place  (see  diagram). 

To  get  to  that  point,  Cum- 
ming, now  72,  developed  seven 
different  incarnations  of  the  lens, 
working  all  night  in  a  makeshift 
lab  in  his  basement.  His  wife 
began  leaving  a  bottle  of  scotch 
at  the  top  of  the  stairs  so  he  could 
unwind  when  he  emerged  in  the  wee  hours.  By  1991  he  was 
ready  to  implant  the  first  of  his  patented  prototypes — an 
oblong-shaped  silicone  lens  with  two  hinges  that  tucked 
under  the  capsular  bag.  Instead  of  seeking  approval  from  the 
Food  &  Drug  Administration,  Cumming  did  his  feasibility 
work  in  Europe,  where  the  rules  weren't  as  stringent.  Gaining 
the  permission  of  a  U.K.  hospital,  he  supervised  the  implant 
of  his  first  lens  in  an  85-year-old  woman,  whose  sight  almost 
immediately  improved  to  20/20.  But  six  months  after  the 
surgery  the  lens  dislodged  from  the  capsular  bag. 

By  adding  nylonlike  loops,  Cumming  worked  out  the 
kinks  by  version  seven.  But  by  then  he  was  out  of  money, 
having  depleted  his  savings  and  his  family  trust.  Venture  cap- 
italists didn't  want  to  take  the  risk,  and  companies  like  3M 
and  Allergan  were  pouring  money  into  a  rival  technology, 
multifocal  lenses,  which  now  carry  FDA  warnings  about  poor 
night  vision  and  halos.  Corley  came  to  the  rescue,  securing 
pledges  of  $2  million  each  from  Johnson  &  Johnson  and 
Brentwood  Venture  Capital,  where  he  leaned  on  partner 
William  Link,  his  former  boss  at  Chiron.  And  when  I&J 


Through  a  1/8-inch  incision,  a  surgeon  removes  the 
natural  lens  and  inserts  Crystalens.  Nylonlike  loops 
anchor  the  new  lens  inside  the  capsular  bag— which  is 
attached  to  the  ciliary  muscle— and  hold  the  lens  in  place. 


now  49,  convinced  Brentwood  to  pick  up  the  slack. 

Next  hurdle:  getting  FDA  approval.  Before  Eyeonics  co 
start  implanting  the  lens  in  U.S.  patients,  it  had  to  subm 
1,500-page  proposal  to  the  agency  outlining  the  clinical  resv 
for  the  lens  and  its  overall  history.  The  FDA  came  back  w 
multiple  demands,  including  more  animal  testing.  The  co 
pany  resubmitted  its  proposal  in  early  1999  and  began  Fha< 
trials  that  March,  implanting  Crystalens  in  100  volunteers, 
cataract  patients. 

The  results  on  50  eyes  were  good  enough  to  proceed 
Phase  II,  requiring  500  implants  on  325  patients.  But  Cu 
ming  was  out  of  money  again.  Corley  scoured  for  more  har 
outs,  raising  SI 2  million  from  what  is  now  ABS  Ventures  a 
Pequot  Ventures,  as  well  as  Brentwood.  After  three  years  of  te 
and  analysis,  Eyeonics  submitted  a  2,000-page  premarket  app 

cation  to  ten  consultants  whc 
job  was  to  rip  apart  the  findin 
Five  months  later,  in  January  201 
Eyeonics  was  ready  to  submit 
application  to  the  FDA.  In  Nove^ 
ber,  after  a  vigorous  defense  by  t 
founders,  the  agency  gave 
approval  and  Eyeonics  started  se 
ing  lenses  in  January  2004. 

Now  to  make  money.  Ev 
though  it  charges  all  eye  surgeo 
$2,000  for  training  and  requie 
them  to  buy  and  implant 
lenses  at  S825  a  pop,  the  compa 
shells  out  $25,000  to  $30,000  p 
ophthalmologist  because  it  sen 
a  battery  of  company  technicia 
to  assist  in  the  OR  for  the  first 
implants.  In  other  words  it  losi 
SI 0,000  or  so  on  each  customer  until  it  can  make  up  the  di 
ference  in  sales  volume.  So  far  the  company  has  signed  up  2 
eye  doctors  to  do  the  surgeries;  150  more  are  currently  gettii 
certified. 

A  significant  barrier  to  business  fell  in  May.  Until  th 
Medicare  refused  to  reimburse  patients  for  the  S4,500-per-e 
Crystalens  procedure,  calling  it  elective  surgery.  So  Corl 
started  writing  letters  to  anyone  with  political  throw  weig 
eventually  catching  the  eye  of  Christopher  Cox,  the  new 
appointed  Securities  &  Exchange  Commission  chairman  w 
was  then  a  Republican  congressman  from  southern  Californ 
"It  became  clear  to  me  that  a  significant  technological  advanc 
was  being  kept  from  seniors  who  needed  it,  because  of  a  quit 
in  federal  policy,"  says  Cox.  He  contacted  Medicare  Chief  Mai 
McClellan,  who  decided  the  agency  would  cover  up  to  $2,00 
of  the  cost.  That  should  help  Eyeonics  reach  its  goal  this  year 
pulling  in  revenue  of  $16  million  to  S20  million. 

How  far  can  this  little  outfit  go?  With  heavy  sunk  costs, 
best  bet  may  be  to  get  acquired.  Corley  concedes  he's  bee 
approached  by  larger  companies.  But  so  far,  he  says,  "the  pr 


backed  out  the  day  before  closing  on  the  financing,  Corley,     ain't  right." 
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PRO-PLANET  PRODUCTS 

Green  Teeth 

Concerned  about  the  environment? 
Eric  Hudson  says  you  can  save  it— one 
toothbrush  and  tongue  scraper  at  a  time. 
The  pitch  might  keep  his  company  alive. 
By  Suzanne  Hoppough 


TWELVE  HOURS  INTO  A  PRODUCTION  RUN  OF  HIS 
disposable  razors,  Recycline  Chief  Executive  Eric  Hud- 
son is  freaking  out.  The  color  of  his  plastic  razor  handles, 
made  from  recycled  yogurt  containers,  is  wrong.  Instead 
of  peach,  the  handles  are  ho-hum  pale  pink.  Hudson's 
options:  Scrap  the  1,440  handles  and  lose  $600  or  sell  them  as  is. 

Hudson,  42,  is  keeping  the  handles.  This  marketer,  whose 
Volkswagen  Jetta  runs  on  used  french-fry  grease  from  Wendy's, 
hates  waste.  He  also  must  keep  costs  under  control  while  strug- 
gling to  meet  demand  for  his  colorful  Preserve  razors,  tooth- 
brushes and  tongue  scrapers.  After  a  slow  start  his  Waltham, 
Mass.  company's  fetching  personal-care  products  are  being 
snapped  up  by  consumers  who 
frequent  Whole  Foods,  Trader 


Joe's  and  mail-order  vendors  of  so-called 
ural  products. 

This  quirky  brand  is  even  getting  atten 
from  mainstream  retailers.  Stop  &  Shop  Su 
market  carries  Recycline's  Preserve  prod 
in  240  of  its  stores.  And  design-focused  Ta 
features  two  of  Recycline's  toothbrushes 
TV  commercial — even  though  the  discc 
chain  doesn't  yet  sell  them. 

Recycline's  medicine-cabinet  staples 
made  out  of  recycled  plastic  (polypropyh 
from  yogurt  containers,  old  grocery  carts 
children's  toys — whatever  Hudson  can  ge 
the  cheap.  The  company's  biggest  supplk 
Stonyfield  Farm,  partially  owned  by  Gro 
Danone,  which  gives  Hudson  3,000  u 
yogurt  containers  a  month — enough  to  m 
1,333  toothbrushes.  That  saves  Hudson,  v 
will  pay  $74,800  for  1 10,000  pounds  of  re 
cled  plastic  this  year,  $22,000.  Stonyfield 
helps  Recycline  by  promoting  the  company 
30  million  yogurt  cups. 

"More  and  more  people  consider  the  e: 
ronment,  along  with  price  and  color,  w 
they  make  a  purchase,"  says  Hudson. 
Recycline's  founder  credits  eco-awarer 
with  helping  boost  his  business.  After  all,  says  he,  some  consurr 
find  it  easier  to  shell  out  $3.80  for  a  Preserve  toothbrush — eve| 
it  costs  30%  more  than  Oral  B's  mass-oriented  Indicator — tl 
$20,000  for  a  hybrid  car.  Now,  eight  years  after  selling  Recycline's  I 
toothbrush,  Hudson  says  sales  at  the  privately  held  fledgling 
double  by  the  end  of  the  year  to  $2  million.  It  will  break  even 
calendar  year,  thanks  to  gross  margins  of  40%  on  his  toothbrus 
and  42%  on  his  four-packs  of  disposable  razors. 

This  is  Hudson's  second  foray  into  green  marketing.  He  tr 
to  sell  a  low-DEET  bug  spray  in  1991.  It  flopped,  but  Hudso 
determined  to  try  more  products.  He  is  marketing  plates  a 
utensils  made  from  recycled  plastic.  Recycline's  flavored  too 
picks  recently  hit  Whole  Foods. 

But  does  such  recycling  really  help  the  environment?  Bjc 
Lomborg,  author  of  The  Skeptical  Environmentalist,  isn't  so  sura 
Recycline  mail-order  service  (you  get  four  toothbrushes  a  year 
$17.50)  induces  people  to  toss  their  brushes  twice  as  often  as  tr 
would  ordinarily.  And  a  mailer,  for  returning  brushes  to  the  coi 
pany,  also  promotes  waste,  he  says. 

Hudson  confides  he's  reconsidering  the  return  mailer  but  hop 
fans  open  more  than  their  wallets.  "Consumers  need  to  say,  "T* 
makes  a  difference  to  me'  and  'Yes,  I  want  to  buy  that.' " 
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VAN  KAMPEN  INVESTMENTS 


PROVEN  MONEY 
MANAGEMENT. 
UNEXPECTED  PLACE. 


Disciplined  investment  teams.  A  focus  on  long-term  performance, 
it's  really  no  surprise.  We've  been  here  all  along.  Visit 
www.vankampen.com/shine  or  call  1-800-421-9098  and  see 
what  Van  Kampen  can  do  for  every  investor's  portfolio. 
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to  be  used  at  any  hotel,  anywhere.  Instant  daily  prizes,  as 
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 Money&lnvesting 

TAXING  MATTERS 

Leave  Your 
Taxes  Behind 

You  think  you've  moved.  Watch  out.  Your  old  state  may 
still  try  to  tax  you  as  a  resident  |  By  Ashlea  Ebeling 


I N  JANUARY  1996  ROBERT  AMEN,  NOW 
I  president  of  International  Paper  in 
I  Stamford,  Conn.,  moved  to  Belgium  as 
head  of  IP's  European  operations.  His 
wife  and  daughter  followed  that  April, 
ile  his  youngest  son  stayed  behind  in 
w  Canaan  to  finish  high  school.  Relying 
their  company-paid  Ernst  &  Young 
iountants,  the  Amens  filed  their  1996 
nnecticut  state  income  tax  returns  as 
t-year  residents.  But  in  April  a  judge 
ed  they  had  never  legally  changed  their 
nicile  and  owed  Connecticut  tax  on  all 
ir  1996  income. 

Some  of  the  evidence  against  them: 
ey  had  leased  out  their  Connecticut 
me  instead  of  selling  it;  they  had 
tched  their  country  club  membership 
inactive  instead  of  resigning;  and  Mrs. 
len's  mother  lived  in  Connecticut. 

If  you're  planning  to  move  or  if  you 
'e  homes  in  more  than  one  state,  watch 
t.  States  are  getting  ever  more  creative 
>ut  collecting  income  tax  from  people 
o  have  any  ties  to  their  territory.  Even 
tes  without  income  taxes  are  getting 
o  the  act,  with  sales-  and  use-tax  audits 
e  box,  p.  84).  Upping  the  stakes  in  the 
idency  wars:  Many  states'  estate  taxes, 
isible  and  painless  until  a  2001  change 
federal  law,  have  since  become  real  bur- 
is  because  the  federal  estate  tax  credit 
it  used  to  be  available  to  offset  them  is 
w  gone. 

What  makes  residency  particularly 
j:ky  is  that  each  state  has  its  own  set  of 
]  es.  Some  simply  count  the  days  you've 

ent  there.  Spend  at  least  183  days  in 
j.chigan  in  a  year  and  you're  a  resident 
r  tax  purposes — although  not  necessar- 

for  the  purposes  of  getting  cheaper  in- 

te  tuition  at  the  University  of  Michigan, 
rher  states  look  at  days,  but  also  try  to 

[ermine  where  you  intend  to  make  your 
irmanent  home.  Connecticut  divines 
lent  from  28  factors  ranging  from  where 
|u  register  your  dog  to  where  you  pray. 
'  The  result  is  that  you  could  end  up 

ying  tax  on  the  same  income  to  two 
ftes.  New  York  tax  lawyer  Mark  Klein  has 
llient  who  sold  stock  and  found  Califor- 

i,  Connecticut  and  New  York  all  wanted 

:ut.  The  man  has  homes  in  all  three 


states  and  arguably  meets  all  three  states' 
residency  tests.  His  wife,  kids  and  roots  are 
in  Connecticut.  But  he  spent  more  than 
183  days  in  New  York  and  was  assigned  to 
work  indefinitely  on  a  project  in  Califor- 
nia. Like  a  normal  commuter  working  in 
New  York  and  living  in  Connecticut, 
Klein's  client  can  claim  a  Connecticut  tax 
credit  for  the  New  York  taxes  he  paid  on 
his  wages  during  the  days  he  actually 
worked  in  New  York.  But  Connecticut 


won't  cut  him  a  break  for  the  New  York  or 
California  taxes  on  his  gains. 

Even  if  you  don't  end  up  paying  dou- 
ble tax,  residency  audits  can  be  brutal.  Your 
credit  card  charges,  telephone  calls  and 
where  you  keep  your  underwear  could  all 
be  scrutinized  and  might  become  a  matter 
of  public  record.  Inventor  Gilbert  Hyatt 
claims  a  California  auditor  went  through 
his  trash  and  spread  inaccurate  informa- 
tion about  him  as  she  sought  to  prove  he 
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owed  taxes  on  $40  million  in  patent  licens- 
ing fees.  Hyatt  insists  he  moved  to  Nevada 
(which  has  no  income  tax)  before  getting 
the  fees  and  is  suing  California  in  a  Nevada 
court  for  invasion  of  privacy.  Last  year  the 
U.S.  Supreme  Court  ruled  that  Hyatt  could 
proceed  with  his  privacy  suit  in  Nevada. 
(The  outcome  could  impact  the  nosiness 
of  tax  auditors  nationwide.)  Meanwhile 
his  tax  case  in  California  is  on  hold. 

Here's  how  to  leave  a  state — and  its 
taxes — behind. 

Put  down  new  roots,  just  moving 

out  of  your  old  state  is  not  enough;  you 
need  to  show  you've  cut  your  old  roots  and 
planted  new  ones  elsewhere.  After  gradu- 
ating from  the  University  of  Alabama  in 
2002,  Tara  Kolstad  took  a  job  on  a  cruise 
line  operating  out  of  Seattle.  She  sublet  her 
Birmingham  apartment,  gave  her  car  to  her 
brother  and  bought  a  one-way  ticket  to 
Seattle.  In  July,  however,  an  Alabama  ad- 
ministrative law  judge  ruled  that  Kolstad 
hadn't  permanently  moved  to  Seattle  and 
so  was  still  legally  domiciled  in  Alabama  in 
2003  and  owed  it  tax.  He  noted  she  hadn't 
rented  an  apartment  in  Seattle  for  the 
cruise's  off-season.  She  testified  she 
couldn't  afford  one  and  instead  stayed  with 
friends  in  Alabama,  Arizona,  Tennessee  and 
China.  At  least  the  judge  acknowledged  the 
case  was  a  "close  call"  and  erased  penalties. 

A  Minnesota  Tax  Court  judge  was 
harsher  on  retired  physician  Roger 
Dreyling,  who  filed  as  a  nonresident, 
claiming  he  was  domiciled  in  state- 
income-tax-free  Alaska.  After  retiring,  he 
lived  part-time  in  Alaska,  fishing,  hunting 
and  working  briefly  as  a  tribal  doctor.  He 
got  an  Alaska  medical  license  but  didn't 
give  up  his  Minnesota  license.  He  regis- 
tered to  vote  in  Alaska  but  didn't  vote. 

The  judge  concluded  in  February 
that  Dreyling  merely  "went  through  the 
motions  of  trying  to  establish  a  domicile 
[in  Alaska]  to  avoid  his  Minnesota  tax 
liability"  and  that  the  center  of  his  fam- 
ily, business  and  social  life  remained  in 
Minnesota.  The  judge  upheld  a  50% 
fraud  penalty  and  a  20%  underpayment 
penalty  because,  he  said,  Dreyling  had 
refused  to  hand  over  banking  records 
and  hadn't  consulted  a  tax  pro  on  the 
residency  issue.  Dreyling,  who  says  he 
did  consult  his  CPA,  has  appealed  to 


the  Minnesota  Supreme  Court. 

"It  used  to  be  you  could  just  change 
your  driver's  license  and  register  to  vote  in 
your  new  state  and  the  domicile  fairy 
spread  her  dust,"  says  Klein.  "Now  audi- 
tors say  anyone  can  fill  out  a  piece  of 
paper;  you  have  to  really  change  your 
lifestyle  to  overcome  the  burden  of  prov- 
ing residency." 

Be  consistent.  That  means  you 
shouldn't  double  dip.  Physician  Dreyling, 
for  example,  continued  to  claim  the 
"homestead"  property  tax  break  on  the 
Minnesota  house  where  his  wife  remained. 
And  while  he  got  an  Alaska  driver's  license, 
he  kept  his  "surrendered"  Minnesota  li- 
cense and  used  it  to  get  cheaper  resident 
fishing  and  hunting  licenses  there. 

Another  inconsistency:  A  business 
owner  hands  over  control  to  his  kids  or 
partners  and  moves  out  of  state.  But  on 
his  federal  return  he  continues  to  treat  the 
business  as  if  he's  an  active — not  a  pas- 
sive— investor  in  it.  (There's  a  benefit  to 
that  since  losses  and  credits  from  passive 
activities  can't  be  deducted  against  non- 
passive  income  such  as  interest  or 
dividends.)  No,  you  don't  have  to  give  up 
all  your  business  ties  in  your  old  state,  but 
it's  a  tricky  issue  and  you  need  profes- 
sional advice.  One  man  who  told  auditors 
he  was  "deeply,  deeply  involved"  in  the 
operation  of  a  New  York  business  and  felt 
that  his  involvement  was  "vital  to  the 
health  of  the  company"  had  to  pay  for  it 
as  a  New  York  resident. 


Live  large— in  your  new  dor 

cile.  Auditors  will  compare  your  asser 
new  domicile  to  your  other  home 
homes.  If  you  trade  in  your  five-bedroi 
New  York  house  for  a  four-bedro< 
house  in  Florida  and  a  New  York  City  s 
dio,  that's  a  better  case  for  Florida  re 
dency  than  if  you  keep  your  five-bc 
room  house  in  New  York  and  rent  a  sirl 
condo  in  Florida. 

If  you  want  to  keep  a  home  in  your  < 
state,  consider  selling  your  old  prope 
and  buying  a  new,  smaller  place.  Tn 
there  are  transaction  costs.  But  rememb 
if  you  want  to  claim  the  $500,000-p< 
couple  federal  capital  gains  exclusion 
the  sale  of  your  old  home,  you'd  have 
sell  soon  anyway.  To  qualify  for  the  breJ 
the  property  must  have  been  claimed 
your  primary  residence  for  at  least  two 
the  five  years  before  the  sale. 

Make  sure  your  new  home  fits  yo 
circumstances.  After  separating  from  r 
wife,  New  York  tax  adviser  Craig  Knig 
moved  out  of  their  New  Jersey  house  ar 
claimed  his  childhood  bedroom  in  his  pa 
ents'  New  Jersey  home  as  his  domicil 
New  York  auditors  didn't  buy  it.  Tht 
decided  he  lived  at  a  New  York  corpora 
apartment  near  his  office,  where  \ 
received  personal  bank  statements.  In  Jui 
a  New  York  Division  of  Tax  Appea 
administrative  law  judge  upheld  the  aud 
tors;  Knight  is  now  appealing  a  $550,0C 
back  tax  bill. 

Even  if  you  keep  your  big  old  plac 


Home  Port 


If  you  live  in  one  state  and  buy  expensive  personal  property  in  another,  you  could 
face  a  sales-  and  use-tax  audit.  Sales  taxes  are  supposed  to  be  levied  by  the 
state  in  which  property  is  used.  So  boats  bought  in  Florida  by  nonresidents  are 
exempt  from  the  state's  6%  sales  tax  provided  they  leave  Florida  within  90  days  of 
purchase  and  don't  return  within  six  months  of  purchase.  Florida  does  permit  an 
exception:  A  boat  can  dock  at  a  registered  repair  facility  for  up  to  20  days  in  any 
calendar  year  without  being  counted  as  in-state  property. 

Paul  Bakker  of  New  Canaan,  Conn,  and  a  friend  bought  the  72-foot  yacht  Wind- 
crest  for  $725,000  in  2000  and  sailed  to  the  Bahamas.  Within  six  months  a  cap- 
tain brought  the  yacht  back  twice  to  Florida  for  repairs.  Now  Bakker  and  his  co- 
owner  are  facing  a  $102,000  bill  ($43,500  tax,  $43,500  penalty  and  $15,000 
interest).  Why?  Florida  says  the  skipper  failed  to  take  it  to  a  "registered  facility." 
Gotcha!  "It's  a  strange  system  of  technicalities,"  Bakker  laments.  "I  wouldn't  have 
sent  my  boat  to  Florida  for  repairs  if  I'd  have  known  it  would  cost  $100,000."— A.E. 
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Some  red, 
some  black 
and  your 
perspectives 
open  up 


it's  the  effect  of  Societe  Generale  financial  services. 


ing  an  innovative  bank  means  gaining  the  freedom  to  imagine  anything.  Driven  by  its  ability  to  look  ahead, 
3  Generate  now  has  a  workforce  of  93,000  in  80  countries  and  has  become  steadily  stronger  in  its  three  key 
offering  its  customers  ever  more  occasions  to  broaden  their  perspectives.  With  more  than  1 7  million  customers'1' 

banking,  326  billion  euros'1'  managed  by  global  investment  management  and  services  and  a  confirmed 
/ide  leadership  in  corporate  and  investment  banking  (euro  capital  markets,  derivatives  and  structured  finance), 
3  Generale  has  become  a  first  choice  partner  for  its  customers  around  the  world.  If  you  too,  have  a  taste  for 

you  will  soon  see  what  the  "Societe  Generale  red  and  black  effect"  can  do  for  you.  (1 )  at  31/03/05.  www.socgen.com 

ienerale  is  authorised  by  Banque  de  France  and  the  Financial  Services  Authority,  and  is  regulated  by  the  Financial  Services  Authority  for  conduct  of  UK 
In  the  United  States,  certain  securities,  underwriting,  trading,  brokerage  and  advisory  activities  are  conducted  by  Societe  Generale  Group's  wholly-owned 
es  SG  Americas  Securities,  LLC.  and  SG  Cowen  &  Co.,  LLC,  both  registered  broker-dealers  and  members  of  NYSE,  NASD  and  SIPC. 
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move  your  valuables — your  art,  your  jew- 
elry and  the  insurance  on  them — to  your 
new  home.  These  days  New  York  even 
expects  you  to  take  your  fur  coat  down  to 
Florida;  earlier  audit  guidelines  allowed 
you  to  keep  a  fur  up  north  without  count- 
ing it  as  evidence  that  New  York  was  still 
your  real  home.  H.  Anthony  Ittleson,  the 
grandson  of  the  founder  of  CIT  Financial, 
moved  to  South  Carolina  in  December 
1996  but  left  a  Modigliani  behind  in  his 
New  York  City  co-op,  until  he  sold  both 
the  co-op  and  the  painting  the  following 


spring.  In  August  the  New  York  tax  appeals 
tribunal  ruled  that  the  painting,  which  had 
hung  in  the  co-op  since  1986,  was  New 
York  property  and  he  was  subjec.t  to  6.85% 
tax  (plus  interest)  on  his  $7  million  gain. 
Ittleson  contended  he  kept  his  painting  in 
New  York  for  temporary  storage  and 
sale — an  argument  that  would  have 
worked  had  he  always  lived  in  South  Car- 
olina and  merely  sent  the  painting  to 
Sotheby's  for  auction. 

Count  your  days.  Most  states  pre- 
sume you'll  spend  more  time  at  home  than 


any  other  place.  Say  you  spent  170  days! 
New  York.  That's  under  the  183  that  woi) 
automatically  make  you  a  New  York  re 
dent.  But  if  you  spent  only  90  days 
Florida  and  the  rest  traveling,  New  Yq 
won't  necessarily  concede  that  you  live 
Florida.  If  you  need  to  connect  to  an  int» 
national  flight  through  JFK,  don't  leave  t) 
terminal  for  lunch,  or  New  York  will  cou 
it  as  a  day  in  the  Big  Apple.  And  wati 
where  you  gas  up:  When  a  Connectic 
man  drove  to  New  York  for  cheaper  gj 
New  York  counted  it  as  a  day. 


THOUSANDS  OF  YEARS  AGO 
humans  didn't  live  long 
enough  to  die  of  clogged 
arteries.  Predators  were  the  big 
threat.  Our  bodies  learned  how 
to  deal  with  getting  chomped  by 
a  tiger.  If  we  survived  the  attack, 
the  blood  near  the  wound  coag- 
ulated and  the  adjacent  blood 
vessels  constricted  to  stanch  the 
bleeding  and  retain  other  vital 
fluids,  while  the  wound  became 
inflamed  to  fight  infection. 

Jump  to  modern  times.  An 
unhealthy  lifestyle,  particularly 
one  marked  by  obesity,  smok- 
ing and  hypertension,  has 
replaced  large  animals  as  the 
predator.  Still,  our  bodies  react 
the  same  way  to  this  modern- 
day  trauma  as  they  did  several 
millennia  before,  retaining  fluid 
and  constricting  blood  vessels. 
These  responses  are  perilous  to 
a  heart  patient  because  they 
overtax  an  already  ailing  cardio- 
vascular system.  And  some 
modern  treatments,  like  stents 
to  prop  open  clogged  arteries, 
trigger  the  same  trauma 
response,  making  matters  worse 
in  some  patients. 

That's  the  theory  that  is 
guiding  doctors-cum-money- 
managers  Joon  Yun,  37,  and 
Patrick  Lee,  29,  partners  at  investment 
firm  Palo  Alto  Investors  as  well  as  prac- 
ticing radiologists.  "The  body  behaves  as 
if  it's  been  bitten  by  a  shark,  and  yet 
there's  no  shark  bite,"  Yun  says. 


MONEY  MEN 

Rethinking 
Biology 

Standard  coronary  treatment  isn't  always 
the  best,  say  Palo  Alto  Investors'  Joon  Yun 
and  Patrick  Lee.  They  favor  firms  that  take 
a  different  tack  |  By  Kerry  A.  Dolan 


To  be  sure,  though  parts  of  their 
hypothesis  have  been  published  in  a  peer- 
reviewed  medical  journal,  their  theory 
hasn't  gone  through  rigorous  clinical 
studies.  The  two  are  not  cardiac  special- 


To  Yun  and  Lee,  the  body's 
automatic  responses  are  its 
own  enemy. 

ists:  Lee  is  a  radiology  residei 
at  Stanford  University  Medic 
Center,  where  Yun  teaches.  Thi 
come  by  their  thesis  from  the 
work  interpreting  images  of) 
wide  range  of  patients'  innaro 
and  from  their  own  research. 

Their  theory  was  born  arte 
Lee  noticed  that  many  conge: 
tive  heart  failure  patients 
intensive  care  were  bloated  fron 
retained  fluid.  It's  part  of  a  sell 
destructive  cycle  in  whic 
reduced  heart  output  lowers  th 
effectiveness  of  the  kidneys;  tha 
in  turn  leads  to  salt  and  flui 
retention.  Another  feature  of  thi 
downward  spiral  is  activation  c 
hormones  that  constrict  blooi 
vessels.  Lee  and  Yun  theorize  tha 
anti-inflammatory  drugs  couni 
teract  the  body's  self-destructiv 
response  to  heart  failure 
decreasing  the  body's  fight-or 
flight  response. 

The  two  doctors  embod; 
the  Silicon  Valley  ethos  well 
They're  low-key  but  brainy  anc 
intense.  They  started  their  owi 
think  tank  two  years  ago 
track  new  trends.  They  seek  ou 
grad  students  and  young  docs,  not  estab- 
lished sages  whom  they  deem  mired  ir 
conventional  wisdom. 

Yun  and  Lee  have  applied  their  new 
view  of  heart  disease  to  investing  some 
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INNOVATE  GLOBALLY.  When  Whirlpool  Corporation  wanted  to 
foster  innovation  worldwide,  they  turned  to  the  world's 
networking  company.  Now,  with  a  global  IP  Virtual  Private 
Network  from  AT&T,  Whirlpool  designers  everywhere  can  access 
proprietary  applications,  share  information,  and  collaborate  in 
real  time  —  all  on  a  single  secure,  standardized  platform.  So 
the  world's  next  revolutionary  design  can  move  from  concept 
to  your  home  faster  than  ever.  CAN  YOUR  NETWORK  DO  THIS? 
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Investing 


of  the  $230  million  dedicated  to  health 
care  at  Palo  Alto  Investors,  out  of  a  total 
of  $700  million  under  management.  This 
hedge  fund  has  been  around  since  1989, 
headed  by  former  investment  analyst 
William  Edwards. 

Over  the  five  years  through  2004,  Yun 
and  Lee  say,  their  health  portfolio  aver- 
aged 19.5%  annually  after  fees,  beating 
the  S&P  500's  negative  2.3%  total  return. 
For  the  first  half  of  2005,  the  pair  say, 
their  fund  is  up  10.3%,  against  negative 
numbers  for  both  a  biotech  index  and 
the  S&P  500. 

Yun  and  Lee  rattle  off  what  they  con- 
sider medicine's  mishaps  in  the  last  three 
decades  of  treating  clogged  arteries.  First 
came  angioplasties,  in  which  a  balloon- 

Outside  the  Box 


latest  iterations,  "drug-eluting"  stents, 
release  a  chemotherapy-type  drug.  While 
their  long-term  effectiveness  is  unclear, 
Yun  and  Lee  believe  these  also,  will  spur 
the  body's  trauma  response.  "If  you  had 
a  wound  on  your  skin,  would  you  radiate 
it  or  give  it  chemotherapy?"  asks  Yun. 

In  2001  Yun  and  Lee  came  across 
FoxHollow  Technologies,  which  was 
developing  a  minimally  invasive  device 
that  removes  the  plaque  from  clogged 
arteries.  It's  a  catheter  with  a  rotor  blade 
at  its  tip  that  chops  away  at  the  gunk  on 
the  artery  walls  and  then  sucks  it  up.  As 
the  arteries  are  minimally  stressed,  no 
trauma  response  develops,  they  say. 

FoxHollow's  plaque-removal  device 
won  U.S.  Food  &  Drug  Administration 


million  new  U.S.  congestive  heart  faih 
patients. 

That's  where  defibrillators  come 
The  technology  to  deliver  electrical  stii 
ulation  has  been  around  for  decades  I 
wasn't  well  developed  until  recent 
Defibrillators,  implantable  devices  & 
deliver  an  electric  shock  to  the  heart 
reestablish  normal  rhythm,  began  wic 
spread  clinical  adoption  in  2003. 

Yun  and  Lee  expect  20%  or  mc 
annual  growth  in  defibrillator  sales  f 
the  next  five  years. 

The  duo  invested  in  2002,  before 
devices  were  approved  for  reimburs 
ment  by  Medicare  and  Medicaid.  Th 
bought  shares  in  three  companies  pi 
neering  the  new  defibrillators:  Guida 


Pioneering  FoxHollow's  device  chips  pla( 
electrostimulation  to  manage  pain  and  e 

COMPANY 

iue  off  artery  walls  w 
pilepsy.  Two  other  fa\ 
PRICE 

52-WEEK 
RECENT  HIGH 

ith  small  rotor  blades.  Yun  and  Lee  also  like  companies  using 

res,  Medtronic  and  St.  Jude,  make  defibrillators  (and  other  stuff,  too). 

PRICE/ 

P/E       SALES  PRODUCTS 

ADVANCED  NEUROMODULATION  SYS 

$47.27  $53.88 

14        7.1       electrostimulation  devices  to  treat  pain 

CYBERONICS 

32.19  47.77 

NM        9.4       electrostimulation  devices  to  treat  epilepsy 

FOXHOLLOW  TECHNOLOGIES 

47.76  55.20 

NM      12.8       minimally  invasive  devices  to  treat  clogged  arteries 

MEDTRONIC 

55.91  57.95 

43        6.6  defibrillators 

ST  JUDE  MEDICAL 

46.10  48.36 

40        6.5  defibrillators 

Prices  as  of  Sept.  22.  NM:  Not  meaningful.  Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

tipped  catheter  is  inserted  into  a  nar- 
rowed blood  vessel  and  then  inflated, 
stretching  the  vessel  to  improve  blood 
flow.  Yun  believes  the  angioplasty,  while 
helping  in  the  short  term,  reinitiates  the 
trauma  response.  "It  took  ten  years  to  fig- 
ure out  these  didn't  work  very  well,"  he 
says.  In  around  one-third  of  balloon 
angioplasty  patients  the  arteries  narrow 
down  again.  A  recent  study  by  Dutch  car- 
diologists published  in  the  New  England 
Journal  of  Medicine  supports  Yun  and 
Lee's  belief.  The  study  found  that  treating 
patients  who  had  mild  heart  attacks  with 
angioplasties  and  stents  early  on  was  no 
more  effective  than  just  initially  giving 
patients  anticlotting  drugs. 

A  decade  ago  came  the  first  stents — 
small  metal  tubes  implanted  in  arteries 
and  aimed  at  improving  the  success  rate 
of  angioplasties.  The  first  stents  were  used 
alone,  followed  in  the  late  1990s  by  the 
addition  of  radioactive  treatments.  The 
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approval  in  June  2003.  The  company 
went  public  at  $14  a  share  in  late  October 
2004  and  currently  trades  at  $47,  with  a 
market  capitalization  of  $1.1  billion. 
Despite  some  naysayers  in  the  medical 
field,  sales  in  the  most  recent  quarter 
were  up  283%  from  a  year  earlier.  Fox- 
Hollow  predicts  it  will  turn  a  profit  in 
2005's  fourth  quarter. 

Yun  and  Lee's  trauma  thesis  also 
applies  to  congestive  heart  failure.  This  is 
a  big  danger  if  you're  lucky  enough  to 
survive  a  heart  attack.  The  heart  doesn't 
pump  well,  the  body  doesn't  get  enough 
oxygen,  and  it  begins  to  retain  fluid, 
which  in  turn  makes  pumping  harder.  A 
patient's  toe,  for  example,  may  sense 
there's  less  oxygen,  then  retain  more 
fluid,  thus  setting  off  a  stress  response. 
Adrenaline  floods  forth,  and  the  heart  is 
chronically  stimulated.  The  condition, 
says  Lee,  can  cause  arrhythmia  and  sud- 
den cardiac  death.  Each  year  sees  a  half- 


(now  being  acquired  by  Johnson  &  Joh 
son),  St.  Jude  Medical  and  Medtronic. 

St.  Jude's  stock  has  risen  a  dramat 
135%  since  early  2002  and  trades  at  4 
times  earnings.  Lee  still  thinks  it  is  wor 
buying.  It's  supposed  to  deliver  a  sal 
gain  of  25%  this  year  and  an  earnin 
gain  of  30%.  Two-thirds  of  St.  Jude 
estimated  $2.9  billion  in  revenues  th 
year  will  likely  come  from  cardia 
rhythm  management — defibrillato 
and  pacemakers.  Lee  and  Yun  believ 
St.  Jude  is  a  prime  acquisition  target 
its  current  price. 

•  The  next  big  boom  in  medical  device 
will  come  from  extending  electrical  stim 
ulation  to  areas  outside  the  heart,  say  Yu 
and  Lee.  The  field,  called  neurostimul 
tion,  is  just  beginning  to  take  off.  Thu 
the  pair  have  invested  in  Advance 
Neuromodulation  Systems,  developer  o 
implantable  devices  that  deliver  electric 
energy  to  treat  pain. 


IS  YOUR  NEST  EGG  WORKING  AS  HARD  AS  IT  COULD?  Lazy  plans 
make  for  lazy  nest  eggs.  So  we're  rigorous  about  training  and  research.  And  about  finding  the 
right  solution  no  matter  where  it  comes  from.  An  approach  that  put  six  of  our  analysts 
on  the  Wall  Street  Journal's  "Best  on  the  Street"  list  for  2005.  The  bottom  line:  more  than 
3  million  nest  eggs  working  harder  for  our  clients.  Visit  agedwards.com  or  call  866-379-4243. 


A.G.EDWARDS. 


FULLY  INVESTED  IN  OUR  CLIENTS.- 


Past  performance  is  no  guarantee  of  future  results.  The  Wall  Street  Journal  is  not  affiliated  with  A.G.  Edwards  and 
does  not  endorse  any  product  or  service  that  A.G.  Edwards  offers.  ©  2005  A.G.  Edwards  &  Sons,  Inc.  Member  SI  PC 


Health 


MEDICINE 


The  Expanding  Pill 

The  gooey  ingredient  that  fluffs  up  soft-serve  ice  cream 
is  giving  new  life  to  old  drugs  |  By  Andy  Stone 


CIPROFLOXACIN  IS  A  POWERFUL 
antibiotic,  capable  of  wiping  out 
even  a  nasty  urinary  tract  infec- 
tion in  three  days.  The  branded 
version,  called  Cipro,  was  famously  driven 
to  shortages  after  the  2001  anthrax  attacks. 
But  like  a  lot  of  antibiotics,  ciprofloxacin 
can  also  bring  on  nausea,  abdominal  pain 
and  colonic  events  that  pretty  much  rule 
out  a  leisurely  day  at  the  beach. 

The  problem:  Pills  like  ciprofloxacin 
pass  quickly  from  the  stomach  into  the 
small  intestine,  where  the  medicine  is 
absorbed  into  the  bloodstream.  But 
because  the  medicine  doesn't  fully  dissolve 
there,  it  moves  on  to  the  colon,  where  it 
kills  bacteria  essential  to  normal  digestion. 

Depomed,  a  young  pharmaceutical 
firm  in  Menlo  Park,  Calif,  has  solved  this 
problem  with  a  technique  for  keeping 
drugs  in  the  stomach  a  lot  longer,  up  to  12 
hours,  before  they  fully  dissolve.  Its  magic 
ingredient  is  polyethylene  oxide,  the  same 
low-cost  polymer  that  fluffs  up  toothpaste 
and  soft-serve  ice  cream.  In  May 
Depomed  received  Food  &  Drug  Admin- 
istration approval  for  Proquin  XR,  a 
"gastric-retentive"  version  of  ciprofloxacin 
that  expands  to  the  size  of  a  nickel  once  it 
hits  the  stomach,  preventing  it  from  pass- 
ing to  the  intestine.  Proquin  XR  is  the  first 
such  antibiotic  to  label  nausea  and  diar- 
rhea as  "uncommon"  side  effects.  The 
drug  may  hit  $150  million  in  sales  by  2008, 
or  20%  of  its  market.  It  will  be  marketed 
in  the  U.S.  by  Esprit  Pharma.  (Schering- 
Plough's  rival  drug,  Cipro  XR,  accounts  for 
14%  of  14  million  yearly  ciprofloxacin 
prescriptions.) 

Two  weeks  after  Proquin's  approval 
came  a  second  FDA  nod,  for  Glumetza,  an 
expanding-pill  version  of  metformin,  a 


type  2  diabetes  drug  with 
$700  million  in  sales.  De- 
pomed is  also  in  clinical 
trials  with  a  version  of 
gabapentin  (generic  of 
Pfizer's  painkiller  Neu- 
rontin),  with  an  eye  on  a 
2007  launch.  Next  could  be 
a  puffier  version  of  Pfizer's 
$1.7  billion-selling  Zithromax, 
an  antibiotic  that  loses  patent 
protection  Nov.  1.  "Hell, 
we're  feeling  pretty  good," 
says   John   Fara,  De- 
pomed's  chief  executive. 

He's  got  an  enviable 
business  model,  getting  a 
free  ride  off  the  research 
of  big  pharmaceutical 
firms  and  spending  only  $25 
million  for  each  of  his  expand- 
ing versions.  Once  the  original 
manufacturer's  patent  expires, 
he  can  release  a  substan- 
tially improved  drug  with 
a  sparkling  new  patent. 
Polyethylene  oxide  adds 
less  than  a  cent  to  the 
cost  of  a  pill. 

Although  the  com- 
pany is  expected  to  gross 
only  $16  million  this  year  and 
has  accumulated  $133  million  in 
deficits  since  its  1997  IPO,  Fara  wants  to 
make  Depomed  a  full-blown  specialty 
drug  company.  He  just  hired  Carl  Pelzel,  a 
former  head  of  global  sales  at  Chiron 
Corp.,  to  set  up  Depomed's  sales  force. 

Depomed  has  had  a  rocky  history 
since  John  Shell,  a  former  chief  scientist  at 
Alza  Corp.,  founded  the  company  in 
1991.  Shell  struggled  to  raise  money  in 


Blow  Up 

Depomed's  drug  recipe  keeps 
medicine  from  making  you  sick 
Its  pill  swells  to  the  size  of  a  nickel 
after  it  hits  your  stomach  (top),  pre 

venting  it  from  passing  into  the 
intestine.  The  pill  remains  swollen 
up  to  12  hours,  slowly  releasing 
all  of  the  drug  before 
dissolving  away. 


the  early  years  and  in  1994  merged  wl 
was  then  Depomed  Systems  with 
Pharmaceuticals,   funded   by  rojl 
financier  David  Blech. 

Blech  ran  out  of  cash,  too,  and  SI 
sued  to  unwind  the  merger  with  M6 
got  some  private  investors  to  put  $1 
lion  into  the  newly  renamed  Depo 
Inc.,  while  recruiting  Fara,  who  took 
as  chief  executive  in  1996. 

Shell  signed  up  a  promis 
partner   in  Bristol-My 
Squibb,  which  was  seek 
a  gastric-retentive  forn 
lation  of  its  blockbus 
diabetes  drug  Glu< 
phage.  Bristol-My 
paid  Depomed  $1.3  n 
ion  for  early  develc 
ment,  and  by  1999  the  dr 
was  already  in  clinical  trials.  B 
Bristol-Myers  stunned  Fara  w 
the  news  that  it  was  endi 
the  partnership  in  favor 
its  own  program, 
turned  out  to  be  c 
technology,"  says  Fa 
"Our  stock  went  frc 
$14  to  $3  in  three  hour 
Bristol-Myers  later  p; 
$18  million  in  an  out-' 
court  settlement. 

Despite  recent  succes 
Depomed  has  no  easy  futu 
The  markets  it  is  enteri 
are  crowded  with  gene 
ics,  and  Depomed  w 
eventually  exhaust 
roster  of  big-sellii 
drugs  that  cause  stoma' 
upset.  Its  formulation 
furosemide,  a  diuretic  usi 
patients  with  congesti 
heart  failure,  was  pulled  out  of  cli 
ical  trials  in  May  upon  disappointit 
results.  And  an  Israeli  company  calle 
Intec  Pharma  has  a  pill  in  the  works  th 
expands  like  an  accordion  inside  tl 
stomach;  it  may  work  for  a  range  of  me< 
icines.  With  a  recent  $6  share  pric 
Depomed  commands  a  market  capitaliz. 
tion  of  $240  million.  Fara  is  going  to  ha' 
to  work  to  get  that  number  higher. 
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A  mobile  call  is  seamlessly 
connected— one  of  2.7-billion 
telephony  interactions  we 
handle  every  day. 
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re  at  work. 


Voice/  Data  Networks  VERISIGN  INTELLIGENT  INFRASTRUCTURE  SERVICES 


Communications 


 O  Commerce 


E2005  VeriSign.  Inc.  All  rights  reserved.  VeriSign,  the  Verisign  logo,  "Where  it  all  comes  together,"  and  other  trademarks,  service  marks, 
and  designs  are  registered  or  unregistered  trademarks  of  VeriSign  and  its  subsidiaries  in  the  United  States  and  in  foreign  countries. 


A  consumer  surfs  the  Web  for 
information  and  entertainment— one 
of  15-billion  Internet  interactions  we 
help  direct  every  day. 


Today  and  every  day,  VeriSign  intelligent  infrastructure  services  enable  and  protect  an  ever-increasing 
number  of  interactions  over  the  world's  voice  and  data  networks,  helping  to  drive  a  dramatic 
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Financing  Terror 


HEN  FEDERAL  AUTHORITIES  BUSTED 

bad  Elfgeeh  two  years  ago,  they  thought 
ey  had  broken  a  critical  link  in  the  chain 
terror  financing.  Between  1995  and 
)03  the  Yemeni  immigrant  and  a  group 
r  family  members,  friends  and  associates 
nt  $22  million  by  way  of  a  JPMorgan 
hase  bank  account  to  countries  all  over 
le  world,  including  Pakistan,  Thailand 
id  Yemen.  Among  the  alleged  recipients: 
lohammed  Ali  Hassan  al- 
loayad,  a  Yemeni  sheikh  who 
aasted  of  his  ties  to  Osama  bin 
iden  and  was  sentenced  in  July 
75  years  in  federal  prison  for 
mspiring  to  finance  Hamas 
id  al  Qaeda. 

In  court  filings  federal  pros- 
:utors  in  Brooklyn,  N.Y  cited 
unning  evidence  of  a  damn- 
lg  relationship  between  the 
len.  They  claimed  al-Moayad 
ad  named  Elfgeeh  as  someone 
ho  could  be  relied  on  to  send 
loney  and  told  investigators 
lat  Elfgeeh's  brother,  Ahmed, 
ras  "a  committed  fundraiser" 
nd  "had  raised  a  substantial 
mount  of  money"  for  him. 
hone  records,  court  docu- 
lents  say,  confirmed  contact 
etween  the  Elfgeehs'  ice  cream 
lop  in  Brooklyn  and  the 
leikh.  Abad  allegedly  acknowl- 
dged  sending  him  money  before  Sept.  1 1 . 
nd  even  Elfgeeh's  lawyer  admits  the 
loney  his  client  sent  "could  have"  gone  to 
Moayad,  though  he  says  that  was  never 
lfgeeh's  intention  and  that  his  client  had 
ever  met  him. 

But  as  the  trial  got  under  way  in  mid- 
eptember,  prosecutors  were  forced  to 
lake  do  with  far  lesser  charges.  The  in- 
ictment  made  no  mention  of  terrorism. 


Instead,  Elfgeeh  was  found  guilty  of  five 
counts,  including  operating  a  money- 
transfer  business  without  a  license  and 
avoiding  currency-reporting  laws.  He 
faces  from  6  months  to  15  years.  The 
judge  in  the  Brooklyn  federal  court  pro- 
hibited prosecutors  from  mentioning  al 
Qaeda  unless  the  defense  raised  it  first. 
Why?  A  spokesman  for  the  U.S.  attor- 
ney's office  in  Brooklyn  says  the  evidence 


fell  short  of  proving  Elfgeeh  knew  he  was 
sending  money  to  a  terror  financier. 
(Elfgeeh's  brother  was  never  charged.) 

For  law  enforcement  this  case  high- 
lights one  of  the  most  difficult  and  frus- 
trating aspects  of  battling  international 
terrorism:  following  the  flow  of  money 
that  supports  it.  Funds  used  to  under- 
write terror  frequendy  start  off  "clean" 
and  become  "dirty"  much  later.  The  sheer 


size  of  the  global  financial  industry  has 
confounded  prosecutors'  attempts  at 
untangling  the  illegal  use  of  money  trans- 
fers from  the  innocent  one  of  sending 
money  home  for  relatives'  living 
expenses.  Tracing  any  of  the  money  to  an 
individual  in  a  remote  corner  of  the 
world  is  all  but  impossible,  and  just  as 
U.S.  and  other  Western  investigators 
clamp  down  on  one  sort  of  mechanism, 
terrorists  figure  out  a  new 
scheme. 

Particularly  vexing  is  the  kind 
of  business  Elfgeeh  ran  out  of  the 
Carnival  French  Ice  Cream  Super- 
market: hawala,  an  informal 
money- remittance  service  that 
operates  on  the  fringes  of  the 
global  financial  system.  Faster  and 
cheaper  than  traditional  banks  or 
companies  like  Western  Union, 
these  outfits  reach  parts  of  the 
world  others  cannot  and  are  a  life- 
line for  the  millions  of  immi- 
grants and  guest  workers  living  in 
rich  countries  who  send  money 
back  home.  Last  year  an  estimated 
35%  of  the  $150  billion  in  global 
transfers  to  developing  countries 
flowed  through  these  channels — 
and  possibly  far,  far  more. 

It  is  not  plausible  to  simply 
shut  down  the  entire  hawala  in- 
dustry. Families  back  in  the 
home  countries  would  starve.  And  yet  the 
authorities  cannot  ignore  the  ugly  side. 
Hawala  is  exploited  by  criminals  to  laun- 
der funds  from  traffic  in  immigrants,  ille- 
gal drugs,  sex  slaves,  weapons  and  even 
body  parts.  It  has  been  used  to  breach  U.S. 
Treasury  embargoes  to  places  like  Iran 
and  Cuba,  and  by  immigrants  from  Brazil 
and  other  countries  with  official  exchange 
rates  to  evade  currency  controls  and  taxes. 


P    n    C    R    F    S    •    r\rtnh<>r  17   700^  9S 


Convicted:  Abad  Elfgeeh  ran  an  unlicensed 
money-transfer  business  from  this  shop. 

In  one  chilling  case  authorities  discovered 
that  Juan  Alberto  Monsalve,  the  New  York 
distributor  for  Colombia's  Norte  Valle 
drug  cartel,  relied  on  his  Queens,  N.Y.  re- 
mittance shops  to  wash  clean  $70  million 
in  narcoprofits.  The  investigation  led  au- 
thorities to  someone  they  accuse  of  being 
the  cartel  leader,  Luis  Hernando  Gomez- 
Bustamante,  still  wanted  by  the  feds.  More 
recently  a  federal  informant  walked  into 
Rafiullah  Habibi's  Afghan  Market,  a  shop 
in  a  run-of-the-mill  Alexandria,  Va.  strip 
mall,  and  asked  to  send  between  $70,000 
and  $120,000  to  Pakistan.  Prosecutors  said 
that  money  was  part  of  an  alleged  $50  mil- 
lion heroin-smuggling  scheme.  But  again 
they  came  up  short  on  evidence  that 
Habibi  was  knowingly  connected  to  drug- 
running  (his  lawyer  says  he  had  no  idea 
how  the  money  was  being  used).  In  Feb- 
ruary Habibi  pleaded  guilty  to  operating 
the  hawala  business  without  a  license  and 
was  sentenced  this  summer  to  six  months 
served,  electronic  monitoring  and  a 
$10,000  fine. 

The  terrorist  attacks  on  U.S.  soil 
spurred  new  interest  in  these  outfits.  So 
did  concern  that  al  Qaeda  had  funneled 


much  of  its  $30  million  budget  in 
2001  through  an  established  Middle  East- 
ern hawala  network.  U.S.  authorities  say 
al  Qaeda  continues  to  use  such  money- 
transfer  services  to  fund  the  insurgency  in 
Iraq — "a  significant  means  that 
terrorists  use  to  move  money," 
Caleb  Temple,  senior  intelli- 
gence officer  at  the  govern- 
ment's Defense  Intelligence 
Agency,  told  a  House  subcom- 
mittee this  summer.  While 
much  of  that  support  comes 
from  bulk  cash-smuggling  from 
Syria,  wealthy  extremists  and 
charities  in  Europe  and  the  Middle  East, 
the  Department  of  Homeland  Security 
and  other  government  agencies  fear  that 
U.S.  money  may  also  be  heading,  by  way 
of  hawala,  to  terrorists,  perhaps  in  Iraq. 
"When  you  are  moving  hundreds  of  mil- 
lions of  dollars  to  Pakistan  and  potential 
Islamic  fundamentalist  groups  out  there, 
there's  an  increasing  chance  it  is  being 
used  for  terror  financing,"  says  Kevin 
Dellicolli,  director  of 
financial  investigations  at 
U.S.  Immigration  &  Cus- 
toms Enforcement. 

How  to  choke  it  off?  In 
the  U.S.  there  are  now  at 
least  20,000  informal  re- 
mittance businesses  work- 
ing out  of  24-hour  conve- 
nience stores,  restaurants 
and  small  shops.  Muddy- 
ing the  investigators'  trail, 
these  outfits  work  from 
within  tight-knit  ethnic 
communities,  rebuff  out- 
siders and  speak  languages 
unfamiliar  to  Western  ears, 
like  Urdu,  Arabic  and 
Hindi.  The  system  is 
marked  by  trust  and  infor- 
mality, and  operators  are 
as  sketchy  with  their 
records  as  any  bookie — 
they  have  nothing  but  a 
scribble  of  first  names  or 
code  words  and  a  few  de- 
tails of  the  transaction. 
Where  the  funds  end  up — 
and  what  they're  used 
for — is  often  a  mystery  to 


'J  everyone  but  the  recipient. 
Here's  how  it  works.  Operato  I 
known  as  hawaladars,  pool  remittan 
cash  with  funds  from  their  other  bu: 
nesses  and  deposit  them  into  traditior 
bank  accounts  or  dollar-denominati 
accounts  in  Dubai  or  other  financial  ce 
ters.  The  hawaladar  works  with  a  cc 
league — often  a  friend  or  a  family  mer 
ber — in  the  destination  country  wr. 
delivers  an  equal  amount  of  cash,  less 
small  fee,  usually  within  24  houi 
Because  of  this  close  relationship,  the  tv 
parties  may  settle  up  weeks  later,  fr 
quently  with  traditional  wire  transfers 
complex  invoicing  and  trade  schemes 
electronics,  farm  equipment,  commod 
ties  and  gems  (see  box,  p.  100).  Tr. 
process  leaves  room  for  more  chicaner 
including  smuggling  and  tax  evasio 
With  no  paper  trail  investigators  are  at 
loss.  "These  are  hard  puzzles,"  sa 
Patrick  Jost,  a  former  Treasury  offici 
now  at  London  anti-money-launderir 
consultancy  Rise  Global. 


By  the  Numbers 


Homeland  Security  is  attempting  to  clean  up 
the  informal  remittance  industry.  But  with  at 
least  20,000  of  these  outfits,  there's  still  a  lot 
of  work  to  be  done. 


155Thenumboro,Home,and 
Security  arrests  of  alleged 
unlicensed  money  remitters  since 
November  2001.' 

The  percentage  of  those 
arrests  that  have  led  to  criminal 

indictments. 


$25,8  million 

The  amount  of  alleged  illicit 
proceeds  seized  in  the  arrests. 


The  number  of  terror  financiers 
convicted  among  those  arrested. 


As  of  mid-August  2005  Source:  U.S.  Immigration  &  Customs  Enforcement. 
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Harder  still  because  the  system  dates 
back  hundreds  of  years  to  South  Asia, 
where  traders  and  merchants  on  the  Indian 
subcontinent  devised  the  system  to  avoid 
being  robbed  as  they  traveled.  A  similar 
model  developed  in  the  Arab  world,  used 
by  Silk  Road  merchants,  and  in  other  parts 
of  the  world.  The  word  hawala  is  Arabic 
and  can  mean  "trust"  or  "exchange."  In 
South  Asia  the  system  is  known  by  the 
Hindi  word  huridi;  South  America  has  the 
black  market  peso  exchange  or  casa  de 
cambio  ("stash  house");  a  Thai  variant  is 
phoe  kuan  ("message  houses");  "Chiti 
banking"  was  used  by  the  British  in  China, 
while  the  Chinese  themselves,  initially  rice 
and  tea  traders,  created  their  own  "flying 
money,"  a.k.a.  fei  ch'ien. 

These  channels  have  thrived  through- 
out the  developing  world.  Countries  like 
the  United  Arab  Emirates  and  Pakistan  had 
a  "near-total  lack  of  regulation  and  over- 
sight of  the  financial  industry,"  reports  the 
9/1 1  Commission.  Tight  currency  controls, 
corruption  and  onerous  tax  regulations  of 
many  nations  all  but  force  their  citizens  to 
use  informal  channels,  which  invites  mis- 
chief. In  1995,  for  example,  Turkish  pa- 
tients awaiting  kidney  transplants  report- 
edly paid  $65,000  for  each  organ,  sending 
the  cash  to  India  via  Istanbul  hawaladars.  A 


traditional  banking  channels- 
chiefly  through  the  1970  Bank  Secrecy 
Act,  and  later  its  amendments,  which 
required  banks  to  file  reports  of  suspi- 
cious activity  and  high-dollar  transac- 
tions, and  to  maintain  information  about 
account  holders'  identities. 

Those  laws  yielded  some  high-profile 
busts  but  did  little  to  stop  the  rush  of  illicit 
funds  into  the  accounts  of  despots  and 
terrorists.  The  19  hijackers  in  the  World 


—  cials  from  Equatorial  Cuinea  h 
$400  million  to  $700  million  in  susp< 
funds  starting  in  1995. 

Federal  anti-money-laundering  regu 
tions  increased  compliance  costs  and  b 
reaucracy  for  conventional  banking  wi 
the  paper  trail.  The  higher  fees  and  bt 
densome  documentation  requirements- 
such  as  proof  of  address  and  Social  Sec 
rity  cards — pushed  immigrants  in 
informal  channels  to  send  money  overse 


Cash-and-carry:  The  feds  dismantled  al-Barakaat  but  couldn't  prove  alleged  ties  to  terrorists. 


The  laws  yielded  high-profile 
busts  but  didn't  choke  off  cash  to 
support  despots  and  terrorists. 


late  1990s  hawala  bribery  scandal  in  India 
culminated  in  the  resignation  of  many 
government  officials;  smugglers  used 
hawala  to  pay  for  the  movement  of  1 1,000 
Indians  to  the  U.S.  by  way  of  Moscow, 
Havana  and  South  America. 

Shadowy  remittance  systems  followed 
immigrants  into  North  America  and 
Europe,  and  it  was  quite  clear,  at  the  point 
in  2000  when  Jost  delivered  a  report  to 
Interpol  on  the  subject,  that  hawala  had  a 
large  role  in  money  laundering.  Yet  unless 
the  remitters  became  embroiled  in  a  seri- 
ous crime,  often  involving  drug  money, 
Western  lawmakers  largely  ignored  them, 
focusing  instead  on  trying  to  dam  the 
river  of  dirty  money  that  flowed  through 


Trade  Center  attack  spent  $400,000  to 
$500,000  to  plan  and  carry  it  out — 
including  $300,000  deposited  in  U.S.  bank 
accounts.  The  world's  largest  bank,  Citi- 
group, has  been  repeatedly  entangled  in 
money-laundering  scandals.  Raul  Salinas, 
brother  of  the  former  Mexican  president, 
ran  at  least  $90  million  in  drug  money 
through  Citi  accounts.  Last  year  lawmak- 
ers smacked  the  bank  when  it  discovered 
it  had  let  former  Chilean  dictator  Augusto 
Pinochet  and  his  family  hold  accounts  for 
years.  Regulators  also  nailed  Riggs  Bank, 
slapping  a  $25  million  fine  on  the  Wash- 
ington, D.C.  institution  after  discovering 
that  Pinochet  kept  $4  million  to  $8  mil- 
lion there  from  1994  to  2002  and  that  offi- 


more  quickly,  less  expensively  an« 
with  fewer  questions.  Several  stat 
governments  ignored  informal  re 
mitters  altogether,  while  others  witi 
large  immigrant  communities  madl 
half-hearted  and  clumsy  attempts  a 
regulation.  Nikos  Passas,  a  professo 
at  Northeastern  University's  College  o 
Criminal  Justice,  says  state  requirement) 
that  remitters  hold  as  much  as  $1  million 
in  capital  discouraged  many  in  this  low 
margin  business  from  registering.  So  did 
poor  policing.  "Some  people  got  licensed," 
he  says.  "But  in  general,  when  the  law 
doesn't  get  enforced  it  sends  the  message 
that  it's  not  really  important." 

Before  Sept.  1 1  the  FBI,  CIA  and  othei 
agencies  had  been  keeping  an  eye  on  al| 
Barakaat,  a  money-transfer  service  used 
by  Somalis  in  the  U.S.,  as  well  as  by  the 
U.N.  and  aid  agencies  sending  cash  to 
relief  operations  in  the  Horn  of  Africa. 
According  to  a  staff  report  of  the  9/111 
Commission,  intelligence  and  law- 
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Muddying 
The  Money 


An  individual  walks  into  a 
convenience  store  in  the 
U.S.  that  also  sends  money 
overseas. 

■He  hands  over  $200  to  be 
sent  to  Pakistan. 

The  convenience  store 
owner,  also  a  hawaladar, 
takes  a  fee  of  maybe  1%  for 
the  service  and  calls  his 
hawaladar  cousin  in 
Peshawar  to  give  him  details 
of  the  transaction. 

The  hawaladar  in  the  U.S. 
puts  the  money  in  the  cash 
register,  mixing  it  with  other 
funds  from  the  day's  sales. 

Within  24  hours  the  cousin 
in  Peshawar  delivers,  often 
by  hand,  an  equal  amount  of 
cash  to  the  recipient. 

Later  the  Pakistani  cousins 
settle  up.  One  way:  The 
convenience  store  owner 
ships  his  cousin  $1,000 
worth  of  goods  but  invoices 
for  only  $800. 

The  cousin  sells  the  goods 
for  $1,000  and  wire-transfers 
back  the  $800,  thus  closing 
the  cycle. 


» 


enforcement  sources  indicated  Bin  Laden 
was  a  silent  partner  in  al-Barakaat  and 
had  invested  $1  million  with  its  founder, 
Ahmed  Nur  Ali  Jumale,  to  start  it.  Jumale 
allegedly  managed  Bin  Laden's  finances. 
Unconfirmed  reports  by  sources  to  a  U.S. 
embassy  in  Africa  said  that  al-Barakaat 
security  forces  protected  al  Qaeda  opera- 
tives in  the  Somali  capital,  Mogadishu. 
Somalia  was  a  broken  and  war-torn 


Firy 

country,  bereft  of  infrastructure  or 
laws,  let  alone  regulated  financial  institu- 
tions. Terror  freely  thrived.  Bin  Laden 
claimed  responsibility  for  the  deaths  of  18 
U.S.  Army  Rangers  killed  in  operations 
there  in  1993.  And  thousands  of  miles  away 
in  Minneapolis,  home  to  half  of  America's 
75,000  Somali  immigrants,  FBI  agents 
began  to  notice  that  al-Barakaat  had  de- 
posited into  bank  accounts  enormous 
sums  of  cash  that  had  been  wired  to  an  ac- 
count in  the  United  Arab  Emirates,  a  na- 
tion not  known  for  tight  financial  controls. 

The  investigation  of  al-Barakaat  went 
nowhere  for  a  long  time.  All  that  changed 
after  Sept.  11.  The  new  Patriot  Act 
strengthened  anti-money-laundering 
statutes  already  on  the  books,  requiring 
hawaladars  to  comply  with  state  laws  and 
register  with  the  federal  government.  The 
Department  of  Homeland  Security,  the 
Drug  Enforcement  Agency  and  the  Trea- 


icing  T< 


ror 


proven  connection  between 
Barakaat  and  al  Qaeda. 

Today,  despite  any  direct  evidence, 
U.S.  Treasury  Department  insists 
Barakaat  supported  terrorists.  The  grc 
and  Jumale,  now  reportedly  in  Soma 
have  long  denied  the  allegations.  (One 
Barakaat  affiliate  successfully  sued  Un 
Sam  to  have  its  name  removed  from  a 
of  terrorist  supporters.)  Intelligei 
sources  told  the  9/1 1  Commission,  wh 
released  its  monograph  on  terror  final 
ing  last  summer,  that  its  sources  for  mi 
of  the  reporting  on  al-Barakaat's  conn< 
tion  to  al  Qaeda  had  been  terminated  1 
cause  of  concerns  they  had  fabricated  t 
idence.  The  commission  grimly  concluc 
that  the  investigators'  "attempt  to  mak 
criminal  case  simply  had  no  traction." 

That  hasn't  stopped  the  feds  from  ti 
ing  to  unravel  cases  at  dozens  of  smai 
remitters.  Caught  in  the  dragnet:  No 


The  investigators5  attempt  to 

link  one  group  to  al  Qaed 
"simply  had  no  traction.5' 


sury  Department  began  to  pour  enor- 
mous resources  into  cleaning  up  the 
alternative  remittance  business. 

Two  months  after  the  attack  on  the 
World  Trade  Center  federal  agents  raided 
eight  al-Barakaat  offices  in  the  U.S.  from 
Seattle  to  Boston,  froze  at  least  $1  million 
in  assets  and  dismantled  the  operation.  At 
a  press  conference  with  then-Treasury  Sec- 
retary Paul  H.  O'Neill,  President  Bush 
described  lumale  as  a  "friend  and  sup- 
porter of  Osama  Bin  Laden"  and  "a  prin- 
cipal source  of  funding,  intelligence  and 
money  transfers  for  Bin  Laden."  The 
Office  of  Foreign  Asset  Control,  a  Treasury 
Department  unit,  designated  al-Barakaat 
as  a  supporter  of  terrorist  organizations. 

Since  then,  though,  the  investigation 
has  crumbled.  U.S.  authorities  traveled  a 
couple  of  times  to  the  United  Arab  Emi- 
rates and  pored  over  2  million  pages  of 
documents.  They  interviewed  Jumale 
twice  and  22  other  al-Barakaat  personnel 
and  returned  home  with  1 7,000  pages  of 
records,  plus  data  from  al-Barakaat  and 
bank  computers.  And  still  there  is  no 


Alocozy,  an  Afghan  immigrant  who  ow 
a  hole-in-the-wall  pizza  joint  in  the  B 
Area  suburb  of  Hayward,  Calif,  ar 
earned  $15,000  by  accepting  thousands 
small  payments — most  no  larger  tru 
$200— between  July  2002  and  Octob 
2003.  In  that  15-month  period  he  helps 
fellow  immigrants  and  expats  send  i 
million  to  Afghanistan  and  Pakistan  t 
way  of  a  Bank  of  America  account  and 
Dubai  clearinghouse.  (The  bank  is  n» 
under  investigation  in  this  case.) 

Where  did  the  money  go?  After  an  ii 
vestigation  by  the  DEA,  the  IRS  and  Horm 
land  Security,  Homeland  investigators  tol 
California  newspapers  that  one  recipiei 
of  funds  was  Jonathan  (Jack)  Idema, 
Green  Beret  turned  bounty  hunter  no 
languishing  in  an  Afghan  jail  for  torturin 
inmates  at  a  private  prison  he  built  ther 
But  Luke  T.  Macaulay,  a  spokesman  for  th 
U.S.  attorney's  office  in  San  Francisco,  sa\ 
prosecutors  cannot  confirm  a  link  betwee 
Alocozy  and  Idema.  Ultimately  Alocoz 
pleaded  guilty  to  the  sole  count  in  the  in 
dictment:  operating  an  unlicensed  money 
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e  every  stroke  count. 

Norelco  SmartTouch-XL.  You  want  a  close  shave  every  morning,  but  it  doesn't 
:nse  to  go  over  your  face  again  and  again  just  to  get  it.  So  SmartTouch-XL  was 
d  to  shave  more  with  each  stroke,  with  three  shaving  rings  in  each  of  the  three 
heads.  It  actually  pivots  to  stay  on  your  face  and  neck,  catching  even  tricky  hairs. 
)ur  morning  shave  more  efficient. 

on  our  journey  at  www.philips.com/simplicity 


PHILIPS 

sense  and  simplic 


ORELCO 


A  > 


why  "i"?  adidas  knows  why. 

Paul  Leone,  CIO  of  adidas-Salomon  Canada,  chose  the  IBM  eServer™  iSeries™ 
system  for  its  legendary  reliability.  He  depends  on  it  (with  Magic  Software's  iBOLT) 
to  help  run  his  entire  supply  chain.  After  consolidating  multiple  Intel  processor-based 
servers  onto  an  iSeries  system,  orders  are  fully  automated,  customers  get  exactly 
what  they  want  and  adidas-Salomon  gets  what  it  wants- a  competitive  edge  and 
lower  costs.  Why  "i"?  Learn  why  at  ibm.com/eserver/whyi/simplify 


remittance  business.  In  September  he  was 
sentenced  to  probation  and  four  months 
of  home  detention.  To  Alocozy's  lawyer, 
Stephen  Shaiken,  the  whole  affair  smacked 
of  grandstanding  by  the  feds.  "Let's  be  re- 
alistic," he  says.  "The  war  on  terrorism  isn't 
going  that  great  for  us." 

Authorities  insist  the  crackdown  acts 
as  a  deterrent,  encouraging  remitters  to 
get  licenses  and  moving  immigrants 
toward  regular  banks  or  to  one  of  23,000 
licensed  and  regulated  remitters  in  the 
U.S.  Yet  that  plan  may  be  backfiring.  As  a 
result  of  regulatory  and  enforcement  fer- 
vor, banks  are  making  little  distinction 
between  regulated  remittance  and  illegal 
hawala.  John  Byrne,  former  head  of  com- 
pliance at  the  American  Bankers  Associa- 


Fin 

tion,  recently  told  congressional 
committees  that  regulatory  requirements 
for  dealing  even  with  legit  money-trans- 
fer services  had  become  so  burdensome 
for  banks  that  they  were  filing  suspicious- 
activity  reports  at  every  turn  and  shutting 
down  remittance  accounts. 

Regulators  tried  to  clarify  their  con- 
cerns. But  David  Landsman,  head  of  the 
National  Money  Transmitters  Associa- 
tion, a  Great  Neck,  N.Y.  trade  association 
representing  licensed  money-service 
businesses  (MSBs),  says  his  40  mem- 
bers— responsible  for  $14  billion  in 
remittances  last  year — have  trouble 
maintaining  bank  accounts.  "Bank  of 
America,"  he  noted  in  September,  "has 
an  'MSB  Control  Center,'  as  if  we  were 


Keeping  Cash  Clean 


ror 

pests."  Now  his  members 
considering  shutting  down. 

So  where  will  the  customers  go?  Sc 
to  outfits  like  Western  Union.  Banks  r 
made  little  headway  in  addressing  the 
migrant  market.  They  charge  up  to 
times  more  than  informal  channels,  rrl 
change  money  at  official  rates  and,  in  so 
countries,  levy  a  tax  on  the  exchange.  It  | 
take  days  or  weeks  for  money  to  read'  I 
destination,  and  even  Western  Union  is  | 
able  to  reach  parts  of  the  globe.  As  a  re: 
many  immigrants — well-intentioned  ; 
otherwise — will  seek  unregulated  me 
to  get  money  overseas,  whatever  the  ri 
"It's  like  a  hydra  with  200  heads,"  says  J 
the  former  Treasury  official.  "You  cut  < 
off,  it  grows  two  more." 


J 


The  business  of  sending  cash  to  developing  nations  has  roughly  doubled  since  1999  to  $150  billion  last  year,  says 
the  World  Bank— making  it  nearly  impossible  to  keep  track  of  who  sends  money  and  where  it  goes.  Yet  it  can  be 
done,  by  moving  more  customers  into  the  mainstream  financial  sector.  Some  methods  are  still  in  development  and 
most  require  a  degree  of  technology  on  both  ends  of  the  transaction.  Among  them: 


identifica- 


Matricular  Consular 

tion  cards.  Issued  by  the  U.S.  government  to  Mexican 
migrants  since  1871,  these  are  an  accepted  form  of  ID  for 
opening  an  account  at  100  banks,  including  Citigroup, 
Bank  of  America  and  Wells  Fargo,  says  Boston  consul- 
tancy Celent. 

Prepaid  debit  cards  Walk  into  a 

bank  or  convenience  store,  or  log  on  to  the 
Internet,  and  buy  a  debit  card  that  can  be 
sent  anywhere  in  the  world.  With  a  PIN  code, 
the  recipient  can  make  an  ATM  withdrawal  or 
buy  things.  The  Aite  Group,  a  Boston  financial 
services  research  firm,  predicts  the  value  of 
remittances  sent  by  card  will  reach  $1.4  billion 
in  2006,  up  from  $160  million  last  year. 

Mobile  phones  Companies  like  NTT 

Docomo,  PayPal  and  smaller  upstarts  like  Ireland's  Valista 
are  developing  ways  to  send  money  by 
telephone,  says  Fran  G.  Heeran,  Valista's 
vice  president  of  product  management. 
The  technology  is  most  advanced  in  the 
Philippines,  where  a  person  deposits 


money  into  a  phone  account  and  a  text  message  is  sent  to 
the  recipient,  who  can  withdraw  the  money  or  use  it  to 
buy  things  after  identifying  himself  with  an  access  code. 

International  partnerships 

An  agreement  between  remittance 
powerho.use  Western  Union  and  7- 
Eleven  allows  foreign  nationals  who 
work  in  America  to  cash  checks,  pay 
bills  and  send  money  home  by  using 
kiosks  at  1,050  7-Eleven  convenience  stores  throughout 
the  U.S.  Western  Union  has  225,000  agents  worldwide. 
According  to  Celent,  ICICI  Bank  has  captured  more  than 
20%  of  the  money  flow  from  the  U.S.  to  India,  partly 
through  a  deal  with  Wells  Fargo,  which  lets  nonresident 
Indians  open  a  remittance  account. 

Wi-Fi  Mobile  penetration  is  already  good  even  in 
remote  parts  of  developing  nations,  and  Manuel  Orozco, 
a  researcher  at  the  Inter-American  Dialogue,  a  Washing- 
ton, D.C.  nonprofit,  says  wireless  Internet  technology 
that  places  telephone  calls  and  sends  and  receives  data 
securely  could  one  day  open  microfinance,  remittance 
and  other  financial  institutions  to  these  markets.  —M.F. 
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)IVERSITY  BY  DESIGN 

eating  a  Highly  Competitive  Company  Through  Cultural  Competence 


ilTTEN  BY  JUDITH  L.  TURNOGK 

he  most  successful  companies  know  that  valuing 
diversity  and  inclusion  is  a  business  advantage. 
But  how  do  they  achieve  business  results?  Is  it  enough 
simply  to  hire  a  diverse  workforce  —  play  a  numbers  game? 
Broader-based  recruitment  and  hiring  are  certainly 
)ortant,  but  they  are  only  the  first  step.  Best  practices  point 
}  strategic  network  of  policies,  practices  and  programs 
t  work  together  to  increase  individual  performance  and 
anizational  sales  and  productivity  —  diversity  by  design. 


Meet  the  National  Hispanic 
Corporate  Council 

The  National  Hispanic  Corporate  Council 
(NHCC)  celebrates  20  years  of  service  to 
member  corporations  this  year.  The  NHCC 
provides  human  resources,  market  intelli- 
gence, education  and  counsel  to  corporate 
America  on  how  to  leverage  Hispanic 
talent  within  their  organizations  and  reach 
the  external  Hispanic  market,  a  $1  trillion 
business  opportunity. 

Through  university-sponsored  research, 
twice-yearly  meetings,  executive  seminars 
and  an  informative  Web  site,  nhcc-hq.org, 
NHCC  today  develops  and  shares  with 
member  corporations  best  practices  on 
reaching  Hispanic  consumers,  recruiting 
and  developing  Hispanic  employees, 
identifying  Hispanic-owned  suppliers  and 
building  relationships  with  the  Hispanic 
community.  A  portion  of  the  proceeds  of 
this  section  will  be  donated  to  the  NHCC's 
Hispanic  Student  Scholarship  Fund. 

A  Network  of  Best  Practices 

Here  are  five  best  practices  —  the 
Diversity  by  Design  network  —  to  boost 
your  business  results  and  position  your 
organization  for  continued  global  success. 

Recruitment  and  Retention 

Most  companies  have  broadened  their 
recruitment  sources  to  include  additional 
schools  and  professional  organizations 
with  more-diverse  candidates.  For  exam- 
ple, more  than  25%  of  BellSouth's  63,000 
employees  are  people  of  color,  and  so  are 
10%  of  senior  managers.  The  challenge 
comes  from  retaining  them;  what 
BellSouth  Chief  Diversity  Off icer  Valencia 
Adams  calls  "closing  the  back  door." 


F.  Duane  Ackerman 
Chairman  and 
Chief  Executive  Officer 
BellSouth  Corporation 

I  often  say,  "What's  good  for  people  is 
good  for  business."  That's  why  at 
BellSouth  we  build  our  business  on 
inclusion  —  the  fundamental  belief  that 
we  cannot  win  in  the  marketplace 
without  engaging  the  uniqueness  and 
limitless  potential  of  all  employees  at 
every  level  of  the  business. 

Over  the  past  several  years,  we  have 
grown  our  business  by  carrying  out  a 
comprehensive  diversity  and  inclusion 
strategy  of  breakthroughs  in  recruit- 
ment, training  and  coaching;  supporting 
and  leveraging  the  contributions  of  our 
employee  networking  groups;  diversify- 
ing our  supplier  base;  and  reaching  out 
to  the  communities  where  we  do 
business.  At  the  same  time,  we  fully 
understand  that  creating  an  all-inclusive 
environment  is  not  a  destination  but  a 
journey  We  are  committed  to  taking  at 
least  one  more  step  every  day. 

BellSouth,  a  Forbes  2000  company 
based  in  Atlanta,  offers  residential  and 
business  customers  the  most  compre- 
hensive and  innovative  package  of  voice 
and  data  services  available  in  the 
market.  In  2005,  both  Black  Enterprise 
and  Diversityinc  rated  BellSouth  among 
the  top  companies  for  diversity. 

www.bellsouth.com 
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The  link  between  a  diverse  and 
inclusive  work  environment 
and  bottom-line  results 
may  be  easiest  to  find  by 
measuring  increased  market 
share  and  penetration  into 
new  markets. 


Why  do  so  many  well-educated  and 
ambitious  members  of  diverse  groups 
leave  corporations  to  start  their  own 
businesses?  At  least  in  part  be- 
cause they  are  not  finding  satisfying 
careers  within  those  corporations. 
The  companies  that  provide  all  their 
employees  with  growth  opportunities 
and  interesting  work  are  most  likely  to 
inspire  loyalty  in  those  who  have  the 
most  to  contribute. 

Succession  Planning 

Succession  planning  provides  one  of 
the  greatest  opportunities  for  diversity 
and  inclusion.  Most  companies  do  not 
do  enough  planning  for  future  leader- 
ship, and  those  that  do  generally  rely 
on  an  informal  and  subjective  process, 
where  most  high-potential  candidates 
mirror  the  people  they  are  replacing. 

Creating  a  formal  and  open 
process,  where  a  wide  range  of 
employees  is  selected  for  senior 
slots  and  then  guided  with  mentor- 
ing, coaching  and  career  planning 
from  current  leaders,  can  produce 
high-performing,  diverse  leaders. 
With  so  many  valued  baby  boomer 
managers  and  leaders  who  want  to 
continue  working  longer,  there  is  a 
vast  reservoir  of  skilled  and  experi- 
enced mentors  and  coaches  ready  to 
provide  the  necessary  guidance. 
Why  not  use  it? 


Increased  Market  Share  and 
New  Market  Opportunities 

The  link  between  a  diverse  i 
inclusive  work  environment  c 
bottom-line  results  may  be  easies' 
find  by  measuring  increased  mar 
share  and  penetration  into  n 
markets.  Selling  and  marketing  t< 
diverse  population,  both  within 
U.S.  and  around  the  world,  requi 
fresh  perspectives  and  fre 
insights,  and  often  those  come  fro 
what  the  majority  might  label  surp 
ing  sources.  The  NHCC  has  beer 
source  of  strategies  for  reachi 
Hispanic  customers,  and  individ 
corporations  have  also  been  able 
tap  their  own  employees  for  mark 
ing  guidance.  BellSouth's  Latino  n 
working  group,  for  example,  ider 
fied  valuable  modifications  to  a  co 
pany  marketing  plan  for  delivering 
new  service.  Organizations  w 
open  minds  and  encouraging  wc 
environments  will  find  endle 
sources  of  valuable  new  ideas 

Supplier  Diversity 

Many  companies  have  made  sign 
icant  inclusion  gains  through  th 
supplier  diversity  programs,  and  the 
are  a  number  of  private  organizatio 
and  associations  as  well  as  gove 
ment  entities  that  can  help  ident 
and  accredit  such  new  supplie 


BellSouth  has  a  strong  commitment 
to  the  communities  we  serve. 

We  continually  reaffirm  that 
commitment  and  reinforce  our 
connections  to  the  community  by 
embracing  diversity  and  inclusion  — 
both  inside  and  outside  the  company. 

Connecting  to  the 
community  with 
talent,  strength 
and  diversity. 

Through  its  Office  of  Diversity 
BellSouth  supports  networking 
groups  that  promote  mentoring, 
training,  and  enhanced  opportunity 
for  all  employees  regardless  of  age, 
race,  gender,  or  sexual  orientation. 
These  groups  volunteer  their  time 
and  resources  to  sponsor  a  wide 
range  of  activities  and  provide  new 
ways  in  which  BellSouth  connects  to 
the  people  we  serve. 

BellSouth  is  proud  of  these  efforts. 
Because,  no  matter  how  advanced 
our  technology,  we  know  that  the 
strongest,  most  lasting  connections 
are  made  within  the  community, 
face  to  face,  person  to  person. 

©  BELLSOUTH 

Listening.  Answering® 


bellsouth.com 
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Mow  do  companies  jump-start 
changed  behavior?  The  first 
step  is  layering  diversity 
and  inclusion  accountability 
into  performance  reviews  and 
decisions  about  compensation, 
bonuses  and  promotion. 


Robert  L.  Nardelli 
Chairman,  President  and 
Chief  Executive  Officer 
The  Home  Depot,  Inc. 


Celebrating  diversity  and  practicing 
inclusion  are  part  of  our  commitment 
to  build  financial  value  and  share  our 
values.  As  a  competitor  in  the  global 
economy,  our  goal  is  to  be  a  representa- 
tive of  our  diverse  customer  base,  lever- 
aging the  strength  of  a  high-performing 
workforce  to  better  market  our  products 
and  services.  This  means  associates 
who  speak  our  customers'  language, 
merchandise  that  reflects  the  decor 
preferences  of  their  geographic  location 
and  bilingual  signage  that  makes  for 
easier  navigation  in  our  stores. 

To  drive  diversity  and  inclusion  at 
The  Home  Depot,  we  want  to  promote 
sustainable  corporate  policies  and  key 
initiatives  enterprise-wide  —  impacting 
not  just  the  workplace,  but  the  market- 
place and  the  community,  too.  Diversity 
and  inclusion  are  tied  to  our  success 
and  to  our  bottom  line.  They're  business 
imperatives,  as  fundamental  to  our 
operations  as  staying  in  stock,  selling 
innovative  and  distinctive  merchandise, 
or  providing  product  know-how  and 
excellent  customer  service. 

www.homedepot.com 


You  can  do  it. 
We  can  help. 


BellSouth  is  known  for  its  success, 
devoting  12%  of  its  procurement 
budget  to  diverse  suppliers,  more 
than  six  times  the  national  average, 
and  developing  their  capacity  through 
executive  education  grants  and  work- 
shops in  relevant  business  topics. 
A  growing  number  of  The  Home 
Depot®'s  45,000  suppliers  are  either 
small  businesses  or  owned  by 
women  or  minorities,  thanks  to 
a  state-of-the-art  online  application 
process,  itself  the  product  of  a 
minority-owned  supplier.  The  process, 
which  guarantees  a  response  from 
a  specific  Home  Depot  buyer  within 
60  days,  has  a  90%  approval  rating 
among  prospective  suppliers  and  is 
recognized  by  other  companies  as 
a  best  practice.  The  process  has 
spurred  increased  capacity  of  many 
diverse  suppliers  through  increased 
sales  as  well  as  leadership  develop- 
ment through  scholarships  at  top 
business  schools. 

"Supplier  diversity  is  a  business 
imperative,"  says  The  Home  Depot's 
Director  of  Supplier  Diversity, 
Michelle  Sourie  Johnson.  Beyond 
what  corporate  America  and  its  cus- 
tomers gain  from  this  broader  base 
of  suppliers,  those  suppliers  increase 
their  contributions  to  the  American 
economy,  securing  their  own  futures 
and  revitalizing  their  communities. 


Accountability:  IVing  Compensation 
Diversity  and  Inclusion  Achievement! 

Most  corporate  leaders  expre 
verbal  commitment  to  diversity  an 
inclusion  as  well  as  provide  resourc< 
for  related  program  initiatives,  but  ta 
culture  change  is  harder  to  achiev> 
How  do  companies  jump-start  change 
behavior?  The  first  step  is  layerir 
diversity  and  inclusion  accountabilr 
into  performance  reviews  and  dec 
sions  about  compensation,  bonuse 
and  promotion. 

Diversity  and  inclusion  are  critical  fa» 
tors  in  U.S.  as  well  as  global  busmea 
results,  so  companies  that  ensure  inclii 
sive  work  environments  will  continue  t) 
outperform  companies  that  do  not.  I 

Judith  L.  Turnock,  an  attorney,  execuM 
coach  and  inclusion  strategy  expert,  is  th\ 
coauthor  of  Cracking  the  Corporate  Coda 
The  Revealing  Success  Stories  of  32  African 
American  Executives  (AMACOM,  2003)  an\ 
The  Power  of  Inclusion:  Unleashing  tN 
Potential  of  Your  Workforce  (John  Wile) 
2005).  She  is  based  in  New  York  City. 

Produced  by  Gloria  I.  Lerner. 
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salute  the  diversity  that  makes  our  supplier  partners 


unique 


insightful 


powerful 


valuable 


successful 


m  our  Associates  to  our  CEO,  Tjie  Home  Depot  is  dedicated  to  developing  new  partnerships  with 
erse  and  small  businesses.  We  want  you  to  join  our  team.  To  learn  about  how  you  can  become  a 
;iness  partner  or  for  more  information  on  .our  Supplier  Diversity  Program,  calM-866-SD-AT-THD 
2-8843),  or  visit  us  at  www.homedepot.com/supplierdiversity. 
re  more  than  a  store.  We're  an  open  door. 


You  can  do  it. 

We  can  help: 
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Idling 

GM  has  thousands  of  workers  collecting 
paychecks  for  not  doing  much.  What 
would  it  take  to  get  them  off  the 
payroll?  Probably  more  than  GM 
could  afford  to  spend. 
By  Jonathan  Fahey  and  Joann  Muller 


SCOTT  TAYLOR  SPENT  THIS 
summer  fixing  up  neighbor- 
hood parks  in  Edgemere, 
Md.,  a  pleasant  suburb  in  Bal- 
timore County  that  juts  into 
Chesapeake  Bay.  He  trucked 
sand  into  the  waterfront  Lynch  Point 
Park  to  rebuild  the  beach,  power-washed 
the  play  set,  fixed  the  fences  and  helped  a 
Boy  Scout  troop  paint  a  flagpole.  For  this 
and  other  community  service  work  Tay- 
lor earned  $3 1  an  hour  along  with  fully 
paid  health  insurance  and  credit  toward 
raises  and  his  pension.  Who's  paying 
him?  General  Motors,  the  carmaker  that 
has  lost  $1.3  billion  so  far  this  year. 

Taylor,  49,  is  an  autoworker,  but  GM 
no  longer  has  a  job  for  him.  The  Balti- 
more factory  where  he  worked  for  the 
past  21  years  closed  in  May.  Instead  of 
sending  Taylor  packing  with  a  nice  sever- 
ance package,  GM  put  him  in  what's 
known  as  the  "jobs  bank."  Under  a  con- 
tract it  first  negotiated  with  the  United 
Auto  Workers  in  1984,  GM  is  obliged  to 
pay  workers  who  lose  their  jobs  full  wages 
and  benefits,  even  though  they  are  not 
building  vehicles. 

Across  the  U.S.  some  5,000  GM  work- 
ers like  Taylor  are  in  the  jobs  bank.  Many 


are  doing  what  Taylor  is 
doing,  volunteering  at  parks 
departments,  fire  depart- 
ments, churches,  schools 
and  GM  dealerships.  Others 
are  going  to  community  col- 
leges, with  tuition  aid  from 
the  UAW  and  GM.  Still  others 
go  to  a  room  in  an  industrial 
park  or  shopping  mall  near 
their  closed  factory,  in  Balti- 
more; Linden,  N.J.;  Lansing, 
Mich,  and  elsewhere,  and 
pass  the  time  playing  cards, 
watching  movies  and  doing 
occasional  paperwork.  Some 
transfer  to  other  GM  facto- 
ries when  jobs  open  up. 
Others  stay  in  the  jobs  bank 
until  retirement. 

GM's  cost  for  all  those  idle  workers: 
$750  million  a  year. 

It's  a  situation  no  one  likes — not  GM 
and  not  workers  like  Taylor.  "I'm  getting 
an  opportunity  to  help  out,  and  my  com- 
munity is  getting  free  labor,"  Taylor  says. 
"But  I  enjoyed  my  job,  and  I  hated  to  see 
it  go.  I  want  to  be  in  the  plant,  working." 

The  pay  guarantee  is  one  more  rea- 
son— after  disappointing  cars,  brutal 


competition  and  health  care  costs — th 
GM  is  having  trouble  getting  its  financ 
in  order.  Chairman  G.  Richard  Wagon 
has  said  GM  needs  to  shed  25,000 
more  workers  by  2008  and  close  three 
four  factories.  But  unlike  most  comp; 
nies,  it  has  labor  costs  that  are  fixed.  Tl 
costs  don't  go  down  when  GM  close 
a  factory. 

The  idea  behind  the  thumb-twiddlir 
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bs  bank,  paradoxically,  was  to  give  work- 
s  an  incentive  to  do  their  jobs  faster.  In 
ie  early  1980s,  as  Detroit  automakers 
ere  getting  slammed  by  the  first  wave  of 
panese  competition,  GM  realized  that 
orkers  would  only  come  up  with  ways  to 
3ost  productivity  if  they  were  sure  it 
ouldn't  cost  them  their  livelihood.  The 
bs  bank  was  intended  to  be  a  temporary 
ilding  pen  for  workers  awaiting  reassign- 


"I  enjoyed  my 
job,  and  I  hated  to 

see  it  go.  I  want  to 
be  in  the  plant, 
working."  


ment.  GM's  productivity  has  indeed 
risen— 31%  since  1995,  according  to  Har- 
bour Consulting — but  its  market  share 
has  steadily  dropped,  from  32%  to  27%. 

A  logical  solution,  it  would  seem, 
would  be  to  buy  out  workers  like  Tay- 
lor. In  principle  there  ought  to  be  some 
severance  pay  that  would  make  GM  bet- 
ter off,  because  it  would  be  less  than  it 
would  otherwise  fork  out  to  keep  a 
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worker  in  the  jobs  bank  but  would  also 
make  the  worker  better  off,  because  he 
could  quit  the  make-work  and  take  a 
real  job  somewhere.  "From  a  social 
standpoint,  there  couldn't  be  anything 
but  an  improvement,"  says  University 
of  Chicago  economist  Chad  W.  Syver- 
son.  "If  they're  bought  out,  at  least  they 


to  autoworkers,  I  wouldn't  want  to  step  in 
the  way  of  the  stampede,"  says  former 
UAW  President  Douglas  Fraser.  But  some 
of  these  workers  might  resist  even  that 
sum.  Taxes  would  cut  it  in  half.  The  health 
benefits,  in  contrast,  are  tax  free. 

In  January  2004  Chrysler  sold  an  Indi- 
ana component  factory  to  a  supplier, 


Shrinking  Ranks,  Growing  Costs 


Metaldyne. 
make  the 


To 
deal 


GM  has  shed  jobs  for  years,  but  ballooning  costs  and 
uninspired  vehicles  have  left  it  gasping  for  profits. 


Hourly  U.S.  employment 
for  GM  and  Delphi 
(thousands  of  workers) 


Big  Three  hourly 
labor 


63 


'85  '90  '95  '00  '04 

Sources:  Center  for  Automotive  Research;  company  reports. 

can  go  do  something  else  that's  produc- 
tive, besides  playing  cards." 

So  why  isn't  GM  buying  out  redun- 
dant workers?  Probably  because  the  sums 
involved  are  so  large.  A  jobs  banker  who 
quits  is  walking  away  from  extremely 
valuable  benefits — not  only  a  rich  guar- 
anteed wage  of  $70,000  but  precious 
health  coverage,  too.  His  pension  kicks  in 
when  he  quits  at,  say,  age  62,  and  the 


palatable  to  the 
unionized  work- 
ers, Chrysler  of- 
fered them  an  in- 
centive of  $10,000 
per  year  of  service, 
in  exchange  for  a 
$10  wage  cut  and 
reduced  health 
coverage.  Only  200 
or  so  of  the  1,100 
Chrysler  compo- 
nent workers, 
mostly  younger 
ones,  accepted  that  deal.  The  rest  retired 
or  decided  to  wait  for  reassignment  in 
Chrysler's  jobs  bank. 

Julie  Langley,  3 1 ,  spent  1 1  years  at  GM, 
most  on  the  assembly  line  and  in  the 
body  shop  at  Baltimore  Assembly  before 
landing  in  the  jobs  bank.  She  would  seem 
young  and  vigorous  enough  to  want  to 
find  another  job  or  career.  Yet  she  says  she 
doesn't  want  any  part  of  a  buyout.  "I 


20,000  additional  workers  who  ough 
be  there  and  you  get  $12.5  billion.  Th 
a  significant  fraction  of  the  compai 
dwindling  net  worth.  The  deteriorat 
of  GM's  former  partsmaking  unit,  Del] 
could  make  matters  worse.  If  Delphi  g 
into  bankruptcy  as  it  has  threatened, 
could  be  on  the  hook  for  Delphi's  ret: 
costs.  To  avert  a  filing  Delphi  wants  GN 
take  back  7,000  workers,  many  of  wh 
would  end  up  in  the  jobs  bank. 

If  GM  simply  bides  its  time,  the  j< 
bank  obligations  will  shrink.  Each  y 
some  jobs  bank  workers  reach  retiremt 
some  die,  and  a  tiny  handful  leave  vok 
tarily,  without  any  lump  sum.  Time,  t 
will  eventually  cure  GM's  health  insurai 
crisis.  GM  has  181,000  workers  left 
North  America,  yet  it  has  1.1  million  pj 
pie  collecting  health  benefits  from  t 
plan — workers,  retirees  and  depender 
That  number  is  starting  to  shrink,  bu 
will  still  take  quite  a  while  for  GM  to 
its  way  out  of  that  burden.  Only  $16  h 
lion  of  GM's  $77  billion  health  care  obi 
ation  to  retirees  is  funded. 

Wagoner  might  offer  some  concfi 
sion  to  workers  to  accept  a  shrinking 
the  health  coverage.  He  could  also  seek 
overhaul  of  the  benefits  package,  inclu 
ing  ending  the  jobs  bank  in  2007,  wh 
the  UAW  contract  ends.  Expect  the  unic 
to  fight  hard  on  both  fronts. 

Meanwhile,  James  Heid,  45,  wf 


health  insurance  lasts  for  as  «ir    i        i       i  i  i  ■  i 

long  as  he  hves  to  be  sure,  he       If  they  re  bought  out,  at  least  they  can  do 

can  get  Medicare  at  age  65,  but  .  .  .  .  .        .  .  .  . 

it  isn't  anything  close  to  gm's  something  else  productive,  besides  playing  cards. 

insurance  in  quality.  So  a  50- 


year-old  worker  is  walking  away  from  12 
years  of  paychecks,  or  $840,000,  plus 
health  coverage  for  himself  and  his  fam- 
ily for  15  years,  plus  the  equivalent  of 
Medigap  insurance  for  as  long  as  he  and 
his  spouse  live.  Tote  it  up  and  you  have 
$1  million  or  more  sitting  on  the  table. 

What  this  50-year-old  would  gain  by 
walking  away  is  the  freedom  to  take 
another  job.  But  that  other  job — in  con- 
struction, say — might  pay  only  half  as 
much.  And  who  wants  to  start  hauling 
asphalt  shingles  at  age  50?  The  flagpole 
assignment  doesn't  look  so  bad  now. 

Would  $500,000  tempt  people  to 
leave?  It  might.  "If  you  offered  $500,000 


don't  want  to  walk  away  from  1 1  years  of 
my  life,"  she  says.  "And  I'd  be  facing 
employment  without  a  pension  and 
without  health  care."  Since  the  plant's 
closing  in  May  she  has  been  taking  classes 
in  global  business  and  public  policy,  and 
doing  office  work  at  a  UAW  union  hall. 
She's  on  a  list  to  get  hired  at  GM's  Balti- 
more transmission  plant,  but  her  lack  of 
seniority  may  keep  her  waiting  a  long 
time.  She'll  move  to  take  another  GM  job 
but  would  rather  not. 

For  its  part  GM  probably  doesn't  find 
the  notion  of  writing  $500,000  checks 
very  appealing.  Multiply  that  sum  by  the 
5,000  workers  in  the  jobs  bank  and 


installed  the  second  seat  belt  in  Asti 
vans  for  13  years,  gets  job  training,  of 
sort.  On  a  recent  afternoon  Heid  w« 
having  a  beer  at  the  Angle  Inn,  nea 
where  the  hulking  Baltimore  factory  sit 
lifeless,  off  to  the  side  of  an  elevate' 
stretch  of  Interstate  95.  He  was  rushin 
off  to  class  at  Dundalk  Community  Col 
lege,  where  he  takes  history  and  blueprir 
reading.  Truth  is,  Heid  doesn't  hav 
much  interest  in  those  classes.  But  he  say 
he  sure  as  heck  doesn't  want  to  sit  at 
table  in  the  jobs  bank  room  eight  hour 
a  day,  waiting  for  a  job  that  will  probabl; 
never  open  up.  So  he's  marking  time,  j 
no  one's  advantage. 
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The  medicine. 

Site  selection  for  the  medicine's  R&D  facilities. 
Analysis  of  overseas  markets  for  manufacturing  plants. 
Lease  for  the  medicine's  global  distribution  centers. 

The  right  business  partner 
for  all  your  real  estate  needs. 


CB  RICHARD  ELLIS 


#1  in  commercial  real  estate  worldwide 
www.cbre.com  888.707.3908 
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Split  Personali 


To  exploit  explosive  new  growth  in  Asia,  consumer  electronics  giant  Philip 
uses  very  different  business  plans  for  China  and  India  |  By  Robyn  Meredit 


IF  YOU  LIVE  IN  SHANGHAI  AND  WANT  A 
new  cell  phone,  plasma  TV,  CD  player 
or  electric  razor,  then  go  to  Yolo — a 
brightly  lit,  wide-aisled  hypermarket 
that  looks  like  a  Chinese  clone  of  Best 
Buy.  Grand  new  stores  like  this  are  where 
Dutch  giant  $38  billion  (sales)  Royal 
Philips  Electronics  sold  80%  of  its  elec- 
tronics wares  in  China  last  year.  It's  where 
the  few  with  lots  of  money  go  to  shop. 

It's  a  different  story  in  India,  where 
less  than  15%  of  Philips'  $570  million  in 
sales  come  from  big  chain  outlets.  Most 
Philips  products  are  sold  from  35,000 
small,  family-owned  stores  in  urban 
areas.  To  reach  customers  in  rural  areas, 
where  72%  of  the  population  lives, 
Philips  has  300  distributors  whose  yellow 
vans  trundle  over  bumpy  dirt  roads  sell- 
ing hand-cranked  radios  for  $3.25  and 
14-inch  "starter"  TVs  for  $125.  In  other 
words,  go  after  the  many  with  very  little 
to  spend. 

In  China  Philips  has  35  factories  and 
offices  with  20,000  employees  and 
another  30,000  Chinese  v/orkers 
employed  by  contract  manufacturers  and 
minority-owned  joint  ventures.  By  con- 
trast the  company's  Indian  investment  is 
largely  in  white-collar  workers — software 
engineers  who  make  a  quarter  of  what 
they'd  earn  in  Silicon  Valley.  Philips  has 
1,500  engineers  in  Bangalore — a  quarter 
of  all  its  engineers  worldwide — to  write 
the  software  for  all  of  Philips'  DVD  play- 
ers, most  of  its  digital  TVs  and  some  of  its 
X-ray  and  magnetic  resonance  imaging 
machines.  Another  250  accountants  and 
financial  analysts  work  out  of  offices  in 
Chennai  and  Kolkata  doing  back-office 
support  for  worldwide  operations. 

In  deploying  very  different  strategies 
for  these  two  huge  Asian  markets, 
Philips  Chief  Executive  Gerard  Kleister- 
lee,  59,  is  betting  the  company  can 
capture  "the  couple  of  hundred  million" 


India 

Gritty  and  small: 
Most  of  Philips'  sales 
are  in  family-owned  < 
stores,  like  this  one 
in  Mumbai. 


IS 


For  the  few  w 
lots  to  spend, 
action  in  Sh 
is  in  brightly  li 
hypermark 


i 


middle-income  people  who  will  be 
"the  consumers  of  tomorrow." 

Certainly  others  have  learned  that  a 
one-size-fits-all  strategy  for  Asia  doesn't 
necessarily  work.  Unilever,  for  instance, 
had  great  success  in  the  1990s  selling 
single-use  foil  packages  of  shampoo  for 
pennies  each  in  tens  of  thousands  of 
India's  small  retail  outlets.  But  when  it 


tried  to  import  the  same  packaging  and 
far-reaching  distribution  system  toi 
China,  it  flopped:  Turned  out  the  Chinese 
preferred  buying  bottles  of  shampoo  at| 
department  stores  and  hypermarkets,  andl 
a  500-point  Chinese  distribution  systemi 
was  far  too  expensive. 

Philips'  health  care  operations  in  both 
countries  demonstrate  why  differentl 
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HP  recommend 


'RESENTING  THE   HP  COMPAQ  dc7600   ULTRA-SLIM  DESKTOP. 

\n  open  cubicle.  An  unwatched  desktop.  Sound  like  a  security  risk?  Not  if  it's  an  HP  Compaq  dc7600  Business  Desktop,  powered 
y  an  Intel®  Pentium®  4  Processor  with  HT  Technology.  Your  data  is  vigilantly  guarded  by  our  exclusive  HP  ProtectTools.  Security 
jatures  are  built  into  the  desktop  infrastructure,  providing  enhanced  protection.  Access  is  tightly  controlled.  Crucial  passwords 
re  stored  in  a  secure  file.  And  you  can  remotely  control  users'  preferences  and  security  settings.  Having  award-winning  HP 
upport  available  24/7  further  adds  to  your  sense  of  security.  Secure  desktops,  competitively  priced.  Yet  another  breakthrough 
om  the  HP  Smart  Office  Portfolio. 


IP  COMPAQ  dc7600  ULTRA-SLIM  DESKTOP-$899'  WITH  INSTANT  SAVINGS 


CALL  888-860-9569  CLICK  hp.com/go/securepc7  CONTACT  an  HP  reseller 


slant  savings  good  on  purchases  made  through  12/31/05.  Monitor  sold  separately.  All  offers  available  from  HP  Direct  and  participating  resellers.  Prices  shown  are  HP  Direct 
is,  are  subject  to  change  and  do  not  include  applicable  state  and  local  sales  tax  or  shipping  to  recipient's  destination.  Reseller  prices  may  vary.  Other  fees  and  restrictions 
apply.  All  images  simulated.  Intel,  Intel  Inside,  the  Intel  Inside  Logo  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the 
:d  States  and  other  countries.  Microsoft  and  Windows  are  U.S.  registered  trademarks  of  Microsoft  Corporation.  ©  2005  Hewlett-Packard  Development  Company,  L.P. 


Royal  Philips  Electronics 

strategics  are  needed  to  reach  the  two 
markets.  China  is  now  the  world's  third- 
largest  medical-imaging  equipment  mar- 
ket, after  the  U.S.  and  Japan. 

Kleisterlee  considers  it  so  important 
that  Philips  has  changed  its  global  strat- 
egy from  making  only  the  highest-end, 
high-margin  medical  machines  to  enter- 
ing the  low-  and  midprice  medical  equip- 
ment markets.  As  the  Chinese  govern- 
ment builds  spotless  new  hospitals, 
Philips  is  selling  thousands  more  X-ray, 
MRI  and  heart-monitoring  machines — 
$185  million  worth  last  year. 

In  India  Philips  is  benefiting  from  a 
similar  boom — one  driven  by  inaction, 
not  initiative,  from  the  Indian  govern- 
ment. As  more  and  more  Indians  move 
into  the  middle  class,  they  are  bypassing 
the  government  hospitals  with  their  peel- 
ing paint,  twirling  ceiling  fans  and  paucity 
of  up-to-date  machines.  Private  hospitals 
are  cropping  up  to  meet  the  need.  Now 
70%  of  Philips'  health  care  sales  in  India 
are  to  the  private  market,  not  government 
hospitals.  Just  five  years  ago  it  was  the 
reverse. 

In  the  past  six  months  Philips  has 
sold  1 1  top-end,  million-dollar  CT  scan- 
ners to  new  hospitals  in  India  and  got- 
ten orders  for  four  sophisticated  MRI 
machines  at  $2  million  each.  Half  of  all 
heart  exams  in  India  are  now  done  using 
Philips  equipment.  Delhi's  nine-month- 


Philips  name  to  the  far  reaches  of  India 
and  soon  may  help  the  company  distrib- 
ute other  products  to  customers  normally 
out  of  reach. 

Philips  doesn't  bother  with  rural  cus- 
tomers in  China  yet — there  are  plenty  at 
the  big-box  retailers  like  Yolo — but  if  the 
India  project  works,  it  could  be  rolled  out 
across  the  developing  world.  In  this  and 
other  areas  India  is  Philips'  test  bed  for 
products  aimed  at  the  poor.  That's 
because  it  finds  Indian  employees  more 
creative  than  Chinese  at  dreaming  up 


Half  of  all  heart  exams  in  India  are  now 


old,  private  Max  Heart  and  Vascular 
Institute  has  $3  million  worth  of  Philips 
equipment — a  single  intensive  care  ward 
has  $200,000  worth  of  Philips  machines. 

At  the  same  time  Philips  has  partnered 
with  an  Indian  nongovernmental  organi- 
zation to  equip  a  van  that  carries  Philips 
equipment,  two  doctors  and  a  big  satellite 
dish  to  some  of  India's  remote  villages, 
taking  the  doctors  to  places  where  they're 
seldom  seen.  Those  who  can't  afford  care 
are  treated  free;  others  are  charged  the 
going  rate  in  India— $2.25  for  an  X  ray, 
$10  for  a  battery  of  prenatal  tests. 

That  effort  makes  little  difference  to 
Philips'  bottom  line  now,  but  it  gets  the 


new  products,  and,  in  the  tradition  of 
Gandhi  rather  than  Mao,  more  con- 
cerned about  the  plight  of  the  poor. 

Like  almost  every  foreign  company 
doing  business  in  China,  Philips  has  had 
its  share  of  intellectual  property  protec- 
tion headaches.  Chinese  factories  produce 
90%  of  the  world's  DVD  players,  but  Chi- 
nese makers  weren't  paying  Philips  royal- 
ties for  the  DVD  technology  Philips 
invented.  The  battle  between  Philips  and 
the  pirates  raged  for  a  decade. 

Finally,  three  years  ago,  Philips  and 
the  pirates  reached  agreement  and  Chi- 
nese companies  began  to  pay  up.  It  was 
worth  the  fight:  The  royalties  are  worth 


Hoping  to  light  up  billions:  CEI 
Gerard  Kleisterlee  in  Holland. 

$200  million  a  year  tj 
Philips.  Not  bad  for  a  conj 
pany  that  got  its  start  i 
1891  by  "borrowing 
Thomas  Edison's  design  fq 
the  lightbulb  and  churniru 
out  lights  for  Europe.  "Tha 
was  way  back  when  we  werj 
the  Chinese  of  Europe, 
Kleisterlee  jokes. 

A  Philips  nod  to  lovj 
tech  in  India  is  lightbuH 
production.  It  has  two  facj 
tories,  the  largest  in  a  towi 
called  Mohali,  1,400  mile] 
northwest  of  boomin 
Bangalore. 

The  factory  is  closer  td 
China  than  to  Bangalore  ancj 
looks  nearly  the  same  as  the  Philips  light-) 
bulb  factory  outside  Shanghai.  The  big  dif-l 
ference  at  first  glance  is  that  the  conformisj 
Chinese  wear  uniforms  while  the  Indians 
dress  as  they  please,  turbans  and  all. 

Both  the  Indian  and  Chinese  factories 
have  simple  assembly  lines  where  workers 
insert  the  filament  and  support  wires  intoj 
shells  of  lightbulbs  moving  down  the  line 
A  machine  lights  up  each  bulb  in  a  quality! 
test.  Yet  the  Indian  factory  is  more  efrn 
cient,  churning  out  460  incandescent 
bulbs  per  man-hour  with  a  waste  rate  o( 
2.2%  versus  388  bulbs  per  man-hour  with 
a  waste  rate  of  5%  at  the  Chinese  factory 
Why  not  make  more  bulbs  in  India? 
Poor  infrastructure.  Even  for  shipment 
within  India,  lightbulbs  have  to  be  pack- 
aged in  corrugated  cardboard  tubes 
instead  of  thin  boxes — otherwise  they 
break  when  bumping  around  in  the  back 
of  a  truck  along  India's  rutted  roads. 
Because  there  are  relatively  few  goods 
exported  from  India,  sailings  from  India's 
ports  aren't  frequent  enough  for  the 
global  economy. 

But  Kleisterlee  is  betting  that  both 
India  and  China  will  be  big  parts  of  the 
company's  future.  During  a  visit  to  the 
Indian  lightbulb  plant  back  in  2001,  the 
year  he  took  the  helm  at  Philips,  Kleister- 
lee donned  a  Philips  blue  turban  and 
planted  a  knee-high  sapling.  Today  his 
tree  is  10  feet  tall.  And  growing.  F 
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You've  always  known  that 


windows  of  opportunity  open 


only  for  companies  unafraid  to  fly. 


)MMERCIAL  FINANCING 


STRATEGIC  ADVICE 


MANAGING  CASH 


RAISING  CAPITAL 


That  staying  ahead  of  the  Curve  happens 
soleiy  by  traveling  the  road  a  few  thousand  times. 

That  the  things  keeping  you  awake  at  night 
are  the  only  things  keeping  you  awake,  period. 

You've  always  known  the  next  big  thing  won't 
come  from  the  same  old  thinking. 

Which  is  why  you've  never  given  your  choice 

of  bank  a  second  thought. 

You  put  a  lot  of  thought  into  the  company  you  run.  Fortunately,  you  put 
equal  thought  into  the  company  you  keep.  That's  why  more  and  more 
decision  makers  like  you  are  deciding  on  KeyBank  for  the  people,  plans 
and  products  needed  to  help  your  companies  reach  their  destinations, 
one  smart  step  at  a  time.  Which,  after  all,  is  how  you  got  them  here  in 
the  first  place. 

Achieve  anything.  

Call  1-800-KEY6070,  or  visit  Key.com/corporate 


KeyBank 


All  loans  subject  to  credit  approval.  Key.com  is  a  federally  registered  trademark  of  KeyCorp. 

©2005  KeyCorp 


Backseat  Driver  Jerry  Flint 


Joint  Problems 


ACQUISITION  OR  JOINT  VENTURE?  THAT'S  THE  QUES- 
tion  in  the  struggling  automobile  industry.  For  a 
time  the  merger/acquisition  route  was  in  fashion, 
based  on  the  idea  that  the  auto  business  was  mature, 
global  and  limited.  That  meant  that  a  company  must 
be  everything  to  everybody  in  order  to  survive.  The  idea  was 
bunk,  and  many  mergers  or  acquisitions  flopped:  BMW's  pur- 
chase of  Rover,  Daimler's  move  into  Mitsubishi  and  Hyundai, 
General  Motors'  hookup  with  Saab,  Isuzu  and  Fiat,  and  Ford's 
with  Jaguar  and  Land  Rover.  The  losses  on  those  add  up  to 
many  billions  of  dollars.  (Daimler's  takeover  of  Chrysler  is 
working,  at  least  for  the  moment.) 

So  today's  trend  is  to  do  joint  ventures.  General  Motors 
and  Ford  combined  to  create  a  new  six-speed  automatic 
transmission  that  is  beginning  to  appear  in  vehicles  now. 
Chrysler  and  Volkswagen  will  work  together  on  a  minivan  for 
VW.  GM,  DaimlerChrysler  and  BMW  are  jointly  developing 
hybrid  vehicles.  There's  a  Chrysler/Hyundai  JV  engine  plant 


with  Toyotas  and  Suzukis.) 

Look  at  VW's  minivan  problem:  VW  dealers  in  America 
out  of  the  big  markets — no  minivan,  no  small  SUV,  no  pick 
And  the  company  lost  $1  billion  in  America  last  year.  It  shov 
a  marvelous  retro-style  van  a  couple  of  years  ago  but  fine 
decided  it  couldn't  afford  to  build  it.  Chrysler  is  the  king 
minivans.  Plus  the  new  head  of  VW  and  the  new  head 
DaimlerChrysler  (just  promoted  from  boss  of  Chrysler)  are  \ 
comrades-in-arms.  So  Chrysler  will  modify  its  van  to  bu 
something  VW  thinks  it  can  sell.  Why  not?  Ford  and  VW  or 
built  a  JV  van  together. 

As  to  Ford  and  Fiat,  the  story  is  that  Ford's  small  Europe 
car,  the  Ka,  is  getting  old  and  Fiat  could  use  a  replacement  for 
small  Cinquecento.  Why  not  split  the  cost  and  come  out  witl 
car  for  each?  Toyota  and  Peugeot  are  doing  it. 

It  would  be  nice  if  I  could  say  that  joint  ventures  will  yi« 
some  winners  and  stop  the  losses,  but  I  can't.  Joint  venture  ii 
tories — GM/Toyota,  Suzuki/GM,  Mazda/Ford,  Chrysler/Mits 
bishi — have  not  been  particular  successes.  Chrysler  and  BM 
built  an  engine  plant  in  Brazil  that  hasn't  worked  out.  Anc 
can't  think  of  any  great  JV  cars. 

So  I  wonder  if  the  JV  is  nothing  but  a  cop-out,  a  new  way 
passing  the  buck.  Instead  of  figuring  out  how  to  build  its  ov 
great  minivan  for  a  reasonable  cost,  VW  goes  to  Chrysler  f 
help.  Instead  of  developing  its  own  six-speed,  GM  leans  on  For 
Maybe  it's  just  work  avoidance,  which  I'm  seeing  all  the  time,  | 
in  the  name  of  saving  money. 

Here's  an  example:  GM  says  it  is  shifting  to  global  develo 
ment  of  its  cars  and  saving  wads  of  money  in  developing  ne 
models  and  in  buying  parts.  What  this  really  means  is  that  tl 
Germans  in  Europe  are  developing  the  basic  engineering  f< 
most  of  GM's  future  American  cars.  They  tried  this  before  witl 
out  much  success.  What  if  Americans  just  don't  like  the  ca 
developed  by  GM's  engineers  in  Germany?  As  for  saving  mone 


about  to  start  up  in  Michigan.  VW  and  Porsche  combined  to 
turn  out  the  Porsche  Cayenne  and  the  VW  Touareg. 

Proponents  of  JVs  say  any  one  company  doesn't  have  the 
money,  manpower  or  time  to  bring  out  new  models.  The  JV 
spreads  the  risk  of  failure.  You  needn't  get  into  brutish  battles 
over  strategy  and  power,  making  it  more  workable  than  an 
acquisition  or  a  merger.  (Don't  confuse  joint  venture  product 
development  with  "badge  engineering,"  which  is 
simply  putting  one  company's  name,  in  chrome,  on 
a  vehicle  another  company  builds.  GM  has  done  that 


GM  always  says  it  is  saving  wads  of  money,  but  a  funny  thin 
keeps  happening  on  the  way  to  the  savings  bank:  The  losses  il 
the  North  American  automobile  business  grow  and  grow.  So 
have  trouble  believing  all  those  tales  of  savings. 

Some  say  the  world  has  changed,  that  the  globe  has  gottei 
smaller.  I'm  sure  it  has.  But  maybe  the  visions  of  the  big  ca 
companies  have  gotten  smaller,  too. 


FOrbCS   I  **erry  ^'int'  a  f°rmer  Forbes  Senior  Editor,  has  covered  the  automobil 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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it  moves,  rolls,  floats,  orbits,  rotates,  sorts,  lifts, 
tieasures,  we  can  make  it  more  energy  efficient. 


I  Hi  H 

a  world  leader  in  automation  technologies,  we  engineer  energy  savings  into  every  product, 
t  year  alone,  our  motors  and  drives  enabled  customers  to  save  the  equivalent  energy  of 
ozen  average  power  plants  while  our  propulsion  and  turbocharging  systems  conserved 
[Lands  of  tons  of  fuel.  As  a  result,  we  eliminated  68  million  tons  of  CO,  emissions.  Our 
finologies  provide  more  efficient  and  environmentally  friendly  ways  to  help  customers 
Lieve  competitive  advantage.  Over  100,000  power  and  automation  professionals  around 
I  world.  Over  one  million  solutions  delivered  every  day.  Welcome  to  the  world  of  ABB. 


rw.abb.us 
)05  ABB  Inc. 


Looking  Forward  Virginia  Postrel 


Criminalizing 
Science 

AT  A  BUSINESS  CONFERENCE  THIS  SUMMER  IN 
Toronto  Richard  Florida,  author  of  The  Rise  of  the 
Creative  Class,  told  the  Canadians  again  and  again 
how  wonderful  they  are — how  open  to  new  ideas, 
how  tolerant,  how  diverse  and  therefore  how  poten- 
tially creative.  Unlike  the  U.S.,  which  is  afflicted  by  divisiveness 
and  the  religious  right,  Canada  is  a  model  country.  That  was 
his  story,  at  any  rate. 

A  few  hours  later  I  picked  up  a  newspaper  and  got  a  different 
view.  On  the  op-ed  page  a  scientist  was  pleading  for  Canada  to 
repeal  its  law  against  cloning  human  embryos  for  research.  In 
tolerant,  open-minded,  diverse  and  creative  Canada  therapeutic 
cloning — defined  as  creating  an  in  vitro  embryo  with  the  same 
chromosomes  as  any  other  individual — is  a  crime  punishable  by 
ten  years  in  prison. 

In  the  divisive,  religiously  addled  U.S.  a  similar  measure  has 
failed  repeatedly  to  become  federal  law.  (Some  states  ban  thera- 
peutic cloning.) 

U.S.  scientists  and  their  supporters  tend  to  assume  biomed- 
ical research  is  threatened  by  know-nothings  on  religious  cru- 
sades. But  as  the  Canadian  law  illustrates,  the  long-term  threat  to 
genetic  research  comes  less  from  the  religious  right  than  from 
the  secular  left.  Canada's  law  forbids  all  sorts  of  genetic  manip- 
ulations, many  of  them  currently  theoretical.  It's  a  crime,  for 
instance,  to  alter  inheritable  genes. 

And  the  law  has  provisions  the  fabled  religious  right  never 
even  talks  about.  It's  a  crime  to  pay  a  surrogate  mother  or  to 
make  or  accept  payment  for  arranging  a  surrogate.  It's  a  crime 
to  pay  egg  or  sperm  donors  anything  more  than  "receipted 
expenses,"  like  taxi  fares.  Since  eggs  are  used  not  just  in  fertility 
treatments  but  in  research,  this  prohibition  stifles  both. 

Meanwhile,  in  backward,  intolerant  America  objections  to 
embryonic  stem-cell  research  and  therapeutic  cloning  are  less 
politically  persuasive  than  they  were  a  few  years  ago.  With  the 
support  of  Senate  Majority  Leader  Bill  Frist,  Congress  is  close  to 
a  veto-proof  majority  to  expand  federal  subsidies  for  embryonic 
stem-cell  research.  Many  conservative  leaders  are  uncom- 
fortable opposing  potentially  lifesaving  research. 

And  a  few  scientists  are  beginning  to  explore  ideas  for 


producing  embryonic  stem  cells  while  respecting  religious  sdl 
pies.  It  might  someday  be  possible  to  clone  embryonic  stem  q| 
without  creating  and  destroying  otherwise  viable  embryos. 

That's  not  an  argument  for  banning  embryonic  researi| 
But  it's  a  promising  route  toward  a  nonpolitical  solution  to 
dispute.  As  long  as  religious  conservatives  object  to  a  spec  I 
procedure — destroying  embryos — rather  than  to  genej 
research  or  life  extension  in  general,  it's  possible  to  treat  thl 
concerns  as  a  technical  problem. 

You  can't  say  the  same  for  the  antibiotech  left.  In  libel 
Canada,  in  fact,  the  law  defines  cloning  expansively.  Futil 
procedures  that  might  avoid  religious  objections  would  still 
illegal.  The  goal  is  to  stop  certain  research  altogether. 

That  may  sound  strange  to  Americans.  To  many  liberal  L| 
mocrats  reproductive  choice  and  scientific  progress  are  touJ 
stone  values.  But  they  aren't  the  only  values  on  the  activist  left.  Fl 

many  environmentalists,  mcl 
famously  Bill  McKibben  ail 
Jeremy  Rifkin,  tampering  wil 
genetic  nature  is  inherenll 
wrong.  How  you  do  it  isi| 
minor  detail. 

Some  feminists  object 
egg  donation,  paid  or  unpail 
for  research  or  conception, 
presupposes  an  instrumentl 
attitude  toward  one's  owl 
body  and  that  of  others"  anl 
begins  to  impose  a  "soci.l 
obligation  on  the  femail 
body,"  notes  German  feminii 
Ingrid  Schneider. 

Genetic  research  alsl 
offends  egalitarians.  They  fear  that  the  rich  will  benefit  first  cl 
that  money  for  research  will  come  from  social  programs.  Socij 
justice,  argues  Marcy  Darnovsky  of  the  Center  for  Genetics  i\ 
Society  in  Oakland,  Calif,  "means  not  just  'no  designer  babies| 
but  also  'no  designer  medicine.'" 

These  intellectual  influences  are  stronger  in  Europe  (ani| 
Canada)  than  in  the  U.S.  But  two  equally  threatening  ideas  d<| 
crop  up  frequently  among  mainstream  Democrats:  that  corral 
merce  taints  medicine  (those  evil  drug  companies!)  and  that  anil 
activity  that  has  social  consequences  ought  to  be  central^ 
regulated. 

The  Center  for  Genetics  &  Society  praises  Canada,  amonjl 
other  countries,  for  adopting  a  comprehensive  law  to  "prohibi; 
unacceptable  activities,  require  public  oversight  of  acceptable! 
activities  and  establish  socially  accountable  structures  for  revisn] 
ing  policies  or  setting  new  ones." 

No  tack)'  appeals  to  religious  faith  here  but,  in  the  end,  a  fai 
more  sweeping  agenda.  Scientific  and  reproductive  freedom  will 
be  reined  in  because  they're  antisocial. 


In  tolerant, 
diverse, 
open-minded, 
creative  Canada 
therapeutic 
cloning  is 
punishable  by 
ten  years  in 
prison. 


Forbes 


Virginia  Postrel's  most  recent  book  is  The  Substance  of  Style:  Ho* 
the  Rise  of  Aesthetic  Value  Is  Remaking  Commerce,  Culture,  ana 
Consciousness.  Her  Web  site  is  www.dynamist.com. 
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Hope    is    more    powerful    than    a  hurricane. 


Help  victims  of  Hurricane  Katrina  and  thousands  of  other 
disasters  across  the  country  each  year  by  donating  to  the 
Disaster  Relief  Fund,  which  enables  the  Red  Cross  to  provide 
food,  shelter,  counseling  and  other  assistance  to  those  in  need. 


+ 


American 
Red  Cross 

1-800-HELP  NOW 
redcross.org 


m\ 
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Makers&Breakers 


For  more  financial  stats,  go  to  www.forbes.com/makers. 

Intel  Not  Inside 

Underdog  AMD  is  suing  rival  Intel,  claiming  Intel  strong-armed 
computer  makers  out  of  using  AMD  chips.  Intel  says-AMD  is  just 
a  sore  loser.  ADVANCED  MICRO  DEVICES  (22,  AMD)  could  have  a 
hard  time  proving  its  antitrust  allegations  in  court,  but  the  case 
may  yet  help  the  smaller  chipmaker  by  drawing  attention  to  its 
arguably  superior  technology. 

INTEL  (25.INTC)  earned  $4.2  billion  (up  21%)  on  sales  of 
$18.7  billion  (up  16%)  in  the  first  half  of  2005,  dwarfing  AMD, 
which  lost  $6  million  (versus  a  $77  million  gain  the  year  before) 
on  flat  sales  of  $2.5  billion.  The  giant  trades  at  a  trailing 
price/ earnings  ratio  of  20  while  AMD  carries  a  multiple  of  1,000, 
based  on  its  mere  two  pennies  per  share  earnings. 

Still,  struggling  AMD  is  the  smart  pick,  insists  William 
Fleckenstein,  president  of  Fleckenstein  Capital,  a  Seattle  hedge 
fund.  He  predicts  the  market  will  wake  up  to  the  fact  that  AMD 
makes  better,  faster  chips.  Intel,  he  says,  awes  everyone  with  its 
near-monopoly  status,  but  "they  are  just  a  marketing  machine." 

AMD  got  a  jump  on  Intel  in  the  new  market  for  chips  that 
handle  data  in  64-bit  chunks  instead  of  32-bit  chunks.  It  also 
claims  an  advantage  in  "dual-core"  processors,  which  jam  two 
data  processing  machines  onto  one  chip.  While  Intel  also  sells 
64-bit  and  dual-core  chips,  AMD  touts  its  processors'  canny 
architecture,  which  connects  memory  to  the  processor  with 
unusual  speed.  AMD  also  contends,  with  some  justice,  that  its 
dual-core  Opteron  processors  use  less  power  than  Intel's  do.  So, 
says  AMD,  a  customer  running  500  two-way  AMD-based  servers 
can  spend  up  to  $50,000  less  on  electricity  yearly  than  it  would 
with  Intel-based  servers.  Intel  won't  comment  for  this  article. 


AMD  has  persuaded  many  computer  makers  to  use 
processors,  even  Sun  Microsystems,  which  has  Opterons  powJ 
ing  some  high-end  servers.  AMD  typically  charges  25%  less  th 
Intel  for  comparable  chips,  says  Roger  Kay,  president  of  En 
point  Technologies,  a  market  research  firm  in  Wayland,  Masstl 

Intel  still  holds  a  commanding  84%  share  of  total  PC  a| 
low-end  servers.  But  Fleckenstein  says  AMD  will  wrest  awa) 
few  points,  especially  if  its  antitrust  suit  produces  a  settleme 
or  judgment  that  hobbles  Intel.  So  he  is  shorting  Intel  and  bu 
ing  AMD.  — Darnel  Lyo 


Penny  Stock 


Stock  price 
55D  


5  ill' 
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The  horror  of  it  all. 
When  Best  Buy,  the 
dominant  consumer 
electronics  retailer, 
announced  that  sec- 
ond-quarter earnings 
had  fallen  short  of 
analysts'  consensus 
estimates  by  a  mere 
penny,  the  stock  tumbled  by  10%  in  a  day. 
This  in  a  quarter  when  earnings  rose  25%. 
For  the  first  half  BEST  BUY  (42,  bby)  as  usual 
smashed  the  competition  with  a  35%  earn- 
ings rise  (to  $358  million),  while  Circuit 
City  lost  $12  million  and  Radio  Shack's 
profits  plunged  21%  to  $107  million. 
Fulcrum  Global  Partners  analyst 


Stacey  Widlitz  says  that  Best  Buy  (P/E:  19) 
is  entering  the  sweet  spot  with  its  huge- 
selling  digital  TVs.  Get  in  on  the  stock,  she 
says,  when  the  hottest  new  technology  is 
between  12%  and  17%  of  market  pene- 
tration. Under  12%  not  enough  people 
are  buying;  at  20%  discounters  like  Wal- 
Mart  arrive  to  sell  the  goods  for  much 
cheaper.  Digital  TVs  are  at  that  magical 
12%  mark.  — Dorothy  Pomerantz 

Stormy  Weather 

The  fierce  hurricanes  of  2005  may  crimp 
earnings  at  property  and  casualty  insur- 
ers like  ALLSTATE  (51,  all).  But  thanks  to 
ample  reinsurance  and  a  strong  balance 
sheet,  Allstate,  the  nation's  largest  pub- 
licly held  personal  lines  carrier,  should 


come  through  well.  Allstate's  stock 
down  15%  since  Katrina.  While  the  hit 
insurers  may  be  $60  billion,  Allstate  has 
$22.3  billion  surplus  (in  effect,  net  wort 
that  can  easily  cover  its  portion. 

The  company  has  posted  good  nun 
bers  lately.  Plus,  the  combined  rat 
(claims  plus  expenses,  as  a  percentage 
premiums)  is  a  comfy  85%.  Analy 
C.  Gregory  Peters  of  Raymond  Jam 
expects  more  good 
results  from  Allstate, 
which  is  rolling  out  a 
sophisticated  pricing 
model  for  auto 
insurance.  Its  10  P/E 
bests  the  peer  aver- 
age of  18. 

— Megan  Johnston 
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You  and  UBS.  That's  how  we  see  the  heart  of  our  business.  Where  our 
teams  are  dedicated  to  understanding  your  needs,  delivering  the  right 
kind  of  solutions,  and  helping  you  to  succeed.  Of  course,  this  demands 
top-tier  advisory  and  executional  capabilities  across  investment  banking, 
equities,  fixed  income,  rates,  and  foreign  exchange.  All  you'd  expect,  in 
fact,  from  one  of  the  world's  pre-eminent  investment  banks.  But  at  UBS 
you'll  also  have  access  to  our  premier  global  asset  management  business 
and  world-leading  wealth  management  firm.  The  result?  You  can  feel 
confident  about  the  financial  decisions  you  make.  And  the  long-term 
relationship  we  build  together,  www.ubs.com 


You  &  Us 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


UBS 


IS  2005.  All  rights  reserved. 


Portfolio  Strategy  Kenneth Lfisher 


Three 
Questions 
That  Count 

Y~OU  WANT  TO  MAXIMIZE  YOUR  CHANCES  OF  GETTING 
good  results  from  stock  picking?  I  have  a  system,  and 
jt  boils  down  to  focusing  on  just  three  big  questions. 
They  aren't  what  you  might  expect — say,  questions 
about  the  market's  price/earnings  ratio  or  interest 
rate  forecasts.  Rather,  they  have  to  do  with  your  own  psyche. 
Overcome  your  psychological  failings  and  you  can  be  a  better 
investor. 

J-jrsl  question:  What  do  you  believe  is  true  that's  actually 
wrong?  If  you  are  captivated  by  some  market  myth,  other 
investors  probably  are,  too.  Figure  out  what  that  popular  but 
wrongheaded  belief  is  and  you  can  disassociate  yourself  from  it 
You  can  bet  against  it. 

Example:  Most  investors  believe  that  years  when  the  market 
is  trading  at  a  high  multiple  of  its  collective  earnings  are  bad 
years  in  which  to  invest  and  low-J-VK  market  years  are  good 
limes.  This  popular  belief  is  contradicted  by  the  evidence,  as  I 
have  outlined  in  earlier  columns.  Yes,  there  are  some  high-P/E 
years  that  turned  out  to  be  disasters  '2000  and  2001,  for  exam- 
ple). Hut  there  are  just  as  many  occasions  when  buying  into  a 
high  P/E  market  was  the  right  thing  to  do,  for  example  in  1932, 
[998  and  2003. 

So  when  you  sec  folks  freaked  out  by  high-IVE  markets,  you 
(.in  I,h  again*!  them.  You  know  something  they  don't  know.  You 
can  invest  knowing  that  the  market  P/E  is  irrelevant.  (And  it 
should  be.) 

Question  tWO!  Can  you  fathom  the  unfathomable?  If  you 
have  the  righf  instinct  for  turning  market  statistics  into  buy- 
.uid  vll  signal*,  you  seek  correlations  first,  then  causal  relation- 
ships thai  would  explain  them. 

l  ot  example)  the  main  force  driving  cycles  when  growth 
stocks  do  well  versus  value  is  time-lagged  shifts  in  the  yield  curve. 
The  yield  i  in  v<-  plots  the  yield  on  Treasury  notes  and  bonds 
agfllnil  their  maturity  dates.  The  historic  al  pattern  has  been 
this:  About  9  to  12  months  after  the  yield  curve  gets  flat, 

growth  stocks  start  beating  value  stocks,  and  they  continue 


to  beat  value  until  the  curve  gets  ven  steep  again.  The  causa 
lationship  is  very  simple.  A  flat  yield  curve  reflects  a  reluctanJ 
banks  to  lend  to  commercial  borrowers.  And  value  stocks 
very  borrowing-dependent,  while  growth  stocks  aren't 

At  the  moment  the  yield  curve  has  gone  close  to  flat- 
Weld  on  ten-year  Treasurys,  4.1%,  is  not  much  more  than 
yield  on  two-year  Treasurys,  3.9%.  So  mid-2006  is  the  tim 
prefer  growth  to  value. 

Question  three  What  is  your  blind  spot?  Tve  been  writing  | 
for  years  about  self-blinding  psychologica]  traits  like  confirmat 
bias  and  re&aming  (Aug.  15),  fear  of  heights,  mvopia  and  Stone 
hardwired  thinking  It  takes  time  and  effort,  but  you  can  learn, 
example,  if  you  are  myopic  and  suffer  confirmation  bias,  you 
a  trend-follower  and  will  miss  upcoming  changes  like  the  car 
expenditure  and  agricultural  booms  starting  in  2006. 

Here  are  four  stocks  I  think  I  know  in  ways  others  don't 
that  should  do  well  The  Netherlands'  CWH  Global  (22  cnh)  i 
world's  second-largest  agricultural  equipment  maker,  beh 
only  Deere  &  Co.,  with  $12  billion  in  revenue  and  I L000-] 

dealers  spanning  160  co 
tries.  Its  stock  languished 
years  as  CNH  bled  steadily, 
profitability  is  back.  I  see  a  c 
ital  expenditure  and  agri< 
tural  boom  a  few  years  ( 
making  CNH  very  cheap 
20%  of  revenue,  60%  of  b 
value,  3  times  cash  flow  (in 
sense  of  net  income  plus  depj 
ciationj  and  18  times  2006  earnings. 

Merso  Corp.  (26,  MX)  is  a  S5  billion  1  sales)  producer  of  ind^ 
trial  machinery,  dominating  the  market  for  paper  and  rock  pi 
cessing.  Sales  growth  should  exceed  10%  per  year,  with  earnirt 
growing  faster.  The  company  could  net  $300  million  in  two  yea 
which  would  then  put  it  at  1 0  times  earnings;  it  sells  at  70%  of  I 
timated  2006  revenue  and  14  times  my  projected  net  for  20C 
Yield,  1.8%. 

Post-Katrina  we  will  need  Kirby  Corp.  (48.  KEX).  It  operat 

barges  and  towing  vessels  over  America's  inland  waterways  aj 
has  one-third  of  our  Gulf  s  intracoastal  capacity,  totaling  60% 
revenue.  Largely  unimpaired  by  Katrina,  this  well-run,  alrea 
nicely  growing  small  firm  has  a  big  future  in  constructio 
energy,  petrochemicals  and  agriculture.  It  costs  1.6  times  anni 
revenue  and  18  times  this  year's  earnings. 

Canada's  Enbridge  (32.  enb)  operates  the  world's  longe 
crude  oil  pipeline,  stretching  8,500  miles  from  Edmonton 
Chicago  throughout  the  Northeast.  This  pipeline  includes  tl 
output  from  Canadian  oil  sands,  which  will  be  an  importa 
source  of  incremental  petroleum  supply  over  the  next  decad 
At  2  times  revenue  and  19  times  this  year's  earnings  with  a  2.4 
dividend  yield,  it  has  room  to  rise.  Stiff  barriers  to  entry  me; 
that  it  won't  see  competition  anytime  soon. 


If  you're 
captivated  by 
market  myths, 
others  probably 
are,  too. 


Forbes 


Kenneth  L.  Fisher  is  a  Woodside,  Calif  -based  money  manage 
Visit  his  home  page  at  www.forbes.com/fisher. 
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WE  CAN  HELP  ANYTHING  GROW. 

Success  comes  naturally  in  Arkansas.  Just 
ask  the  automotive  manufacturing  giants  who 
thrive  here.  DENSO,  Hino  Motors,  and  Cooper 
Tires,  to  name  a  few.  Our  dedicated  workforce 
and  easy-to-get-along-with  government 
helped  take  these  companies  to  the  top.  For 
more  information  on  what  Arkansas  can  do  for 
your  business,  visit  1 -800-ARKANSAS.com. 


> ARKANSAS 

A  natural  for  business 

1-800-ARKANs.lS 


The  Contrarian  David  Dreman 


Coffin  Spiral 


-WHEN 


MILITARY  PILOTS  CALL  IT  A  "COFFIN  SPIRAL" 
their  plane  is  so  out  of  control  that  they  can't 
recover.  That's  the  situation  today  for  long-term 
bonds,  those  with  maturities  over  ten  years.  The 
reason  is  that  a  killing  turbulence  of  inflation  is  on 
the  way,  pushing  bond  yields  up  and  prices  down.  The  first  sign 
is  energy's  rising  price — filling  up  the  tank  is  twice  as  expensive 
as  two  years  ago — and  that  affects  all  corners  of  the  economy. 

Thousands  of  companies  are  about  to  suffer.  Higher  fuel 
costs  jack  up  the  price  of  doing  business  not  just  for  obvious 
consumers  like  Delta  and  FedEx  but  also  for  thousands  of  other 
operators,  from  lawn  cutters  to  aluminum  smelters  to  pizza 
delivery  guys.  With  unemployment  now  below  5%,  companies 
will  also  find  pressure  to  raise  wages  to  keep  their  commuting 
workers  whole. 

Don't  expect  the  current  oil  spike  to  be  short-lived.  History 
demonstrates  that  high  oil  prices  do  not  fall  quickly.  During  the 
1973-74  embargo,  oil  reached  a  peak  of  $42  a  barrel  (adjusted  to 
2005  dollars),  spurring  double-digit  general  inflation  and  a 
painful  recession.  By  1975,  with  the  embargo  a  memory,  oil 
prices  fell  only  7%  from  their  peak  and  stayed  in  this  sharply 
higher  range  for  the  next  five  years.  After  the  second  oil  shock  in 
1979-80,  oil's  price  hit  a  new  high  of  $98  (again,  in  today's 
money),  dropping  only  12%  a  full  year  later.  Long  Treasurys  saw 
yields  break  1 5%. 

Nowadays  conditions  are  worse,  not  better.  Both  the 
1973-74  and  1979-80  oil  shocks  occurred  when  supply  was 
abundant.  That  is,  spigots  were  being  turned  down  in  a  manip- 
ulative way.  That  no  longer  is  the  case.  Demand  for  oil  and  gas 
has  fully  caught  up  with  available  supply.  Disturbingly,  the 
world's  oil  and  gas  reserves  continue  to  be  depleted.  Demand 
has  far  outstripped  new  discoveries  for  the  past  19  years.  Given 
the  increasingly  sophisticated  discovery  techniques  employed  in 
the  last  ten  years,  it  is  unlikely  that  huge  new  finds  are  out  there 
awaiting  drilling.  Of  the  20  largest  fields  in  existence  today,  the 
last  significant  find  was  in  1979  in  Tengiz,  Kazakhstan. 

Even  before  the  hurricane  onslaught  walloped  the  Gulf 
Coast's  refinery  system,  U.S.  oil-refining  capacity  was  stretched 
badly.  Since  the  early  1980s  domestic  refining  capacity  fell  10% 
to  17  million  barrels 


to  20.8  million  barrels.  The  last  large  U.S.  refinery  was  bl 
three  decades  ago.  Smaller,  less-efficient  units  were  clo) 
down  because  of  low  returns  and  tougher  federal  polluti 
standards.  Getting  the  necessary  permits  and  constructini 
big  refinery  takes  ten  years,  so  the  situation  is  not  likely 
improve  soon. 

Buyers  of  long  bonds  are  living  in  a  fool's  paradise.  The 
year  Treasury,  at  4.2%,  trades  near  its  lowest  yields  in  40  yea 
Buying  these  makes  little  sense.  With  inflation,  including  ene 
costs,  running  at  a  3.6%  annual  clip,  your  real  yield  is  down 
0.6%.  Add  in  taxes  and  your  bond  income  is  negative.  Under 
circumstances  it  is  quite  plausible  that  the  interest  rate  on 
10-year  Treasury  will  climb  a  percentage  point,  causing  I 

bond's  value  to  immediate 
fall  8%.  A  30-year  Treasu 
would  fall  16%  in  value. 

What  to  do?  Keep  the  b» 
of  your  money  in  blue-ch 
stocks,  which  inflation  lik 
won't  harm,  and  the  balance 
short-term  bonds  (those  d 
in  a  year  or  less).  With  the  a 
of  medicine  on  the  rise  I'd  c 
for  pharmaceutical  stocks  f 
part  of  the  equity  compone 
Three  to  look  at: 

Pfizer  (25,  pfe)  is  down  50 
from  its  1999  high.  The  cor 
pany  has  a  negative  aura  fro 
possible  lawsuits  over  its  Co 
2  painkillers,  Celebrex  and  Bextra,  and  patent  expirations.  T 
market  has  overreacted  to  Pfizer's  legal  woes,  which  it  has  t 
financial  strength  to  work  through.  New-product  developme 
and  increasing  prices  on  its  current  line  should  result  in  do 
ble-digit  earnings  growth  next  year.  Pfizer  trades  at  a  traili 
price/earnings  multiple  of  12  and  yields  3.0%. 

How  the  mighty  have  fallen.  After  reaching  $90  in  200 
Merck  (28.  MRK)  stock  has  been  damaged  by  a  paucity  of  ne 
blockbusters  and  by  an  enormous  legal  defeat  over  its  Cox 
drug,  Vioxx.  The  market  is  too  hard  on  Merck.  The  company 
developing  a  number  of  promising  new  products  for  ailmen 
ranging  from  viral  infections  to  diabetes.  Although  a  thre 
remains  from  suits  claiming  Vioxx  killed  patients  with  wea 
hearts,  the  company  is  strong  enough  to  ride  through  th 
storm.  Merck  has  a  P/E  of  12  and  yields  a  solid  5.5%. 

After  a  shaky  period  settling  suits  over  the  diet-drug  con 
bination  fen-phen — it  injures  heart  valves — Wyeth  (45.  WYi 
seems  well-positioned  to  register  profit  growth.  The  druj 
maker  boasts  a  promising  roster  of  medicines  in  developmer 
to  treat  ailments  like  schizophrenia  and  osteoporosis,  and 
strong  array  of  over-the-counter  products,  such  as  Advi 
Wyeth's  P/E  is  15,  and  it  yields  2%.  I 


What  should 
you  do  about 
rising  gasoline 
prices? 
Think  about 
inflation. 
Sell  off  your 
bonds.  And 
buy  blue  chips. 


a  daily,  while  COnsump-  F01*t)CS      DaV'd  Dreman  is  chairman  of  Dreman  Value  Management  of  Jersey  City,  N.J.  His  latest  book  is  Contraru 

tion    increased    33%  '  I  Investment  Strategies.  The  Next  Generation.  Visit  his  home  page  at  www.forbes.com/dreman. 
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WE  STRIVE  TO  SEND  YOU 
ON  VACATION  FASTER. 

Sky  Team  offers  you  the  advantage  of  accumulating  and  redeeming 

your  Frequent  Flyer  Miles  on  all  member  airlines.  Now  you  have  the  advantage 

of  going  farther  even  sooner,  www.skyteam.com 


Caring  more  about  you 
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Fixed-Income  Watch  i  Richard  Lehmann 


High-Dividend 
Oil  Trusts 

alL  AND  GAS  STOCKS  HAVE  BEEN  THE  DARLINGS  OF  AN 
otherwise  lackluster  stock  market.  Integrated  energy 
giants  like  ExxonMobil  and  Chevron  have  shown 
gains  of  25%  or  more  over  the  past  year.  But  fixed- 
income  investors  haven't  been  left  out.  One  rewarding 
alternative  has  been  Canadian  energy  trusts— stocks  that  trade 
in  the  U.S.  with  lofty,  bondlike  yields  that  equities  seldom  attain 
and  that  also  have  the  stability  of  good  bonds. 

These  trusts'  fine  performance  has  made  them  staples  for 
diversified  fixed- income  investors.  A  year  ago  I  wrote  a  column 
(Sept.  6,  2004)  recommending  two  Canadian  oil-and-gas 
trusts — Provident  Energy  and  Petrofund  Energy.  I  saw  them  as  a 
way  to  play  the  energy  sector  and  as  income  producers  with  siz- 
able yields — taxable  at  the  15%  dividend  tax  rate.  Since  that 
time  oil  and  natural  gas  prices  have  doubled,  and  the  prices  of 
these  two  trusts  are  up  50%.  Action  is  heavy  everywhere  in  this 
arena:  StarPoint  Energy  Trust  is  acquiring  Acclaim  Energy  Trust. 
So  is  now  the  time  to  take  profits?  I  think  not. 

What  makes  Canadian  trusts  so  attractive  is  that  they  oper- 
ate in  the  lowest-risk  segment  of  an  otherwise  high-risk  busi- 
ness. They  buy  proven  and  probable  reserves,  on  dry  land,  from 
exploration  or  full-service  oil  companies.  No  worry  about 
hurricanes,  dry  holes  or  unstable  governments.  No  worry  about 
getting  their  energy  to  market;  they  can  pipe  it  direct  to  the 
largest  market  on  earth.  Their  biggest  variable  is  the  weather — 
rain  or  cold,  which  can  interrupt  production. 

While  the  activities  of  a  trust  are  straightforward,  evaluating 
them  is  anything  but.  The  first  concern  of  an  investor  is  how 
many  years  of  reserve  life  the  trust  has  if  it  continues  to  produce 
at  current  levels.  This  in  turn  can  be  broken  down  into  proven 
reserves  (those  you  currently  access)  and  probable  reserves 
(those  you  think  you  can  tap).  So  look  for  a  long  reserve  life  that 
shows  no  sign  of  dropping  significandy,  year  to  year. 

The  next  important  measure  is  what  percentage  of  free  cash 
flow  (net  income  plus  depreciation  minus  capital  spending)  is 
paid  out  to  shareholders.  The  lower  the  percentage,  the  more 
assurance  that  dividends  can  be  sustained  or 
increased  as  oil  and  gas  prices  fluctuate.  A  trust 
that  pays  out,  say,  90%  of  the  cash  flow  may 


have  difficulty  keeping  up  the  dividends  if  prices  plunge  or  p 
duct  ion  costs  rise. 

Trusts  can  hedge  their  oil  and  gas  production  in  the  forwi 
markets.  Thus  they  may  realize  revenues  well  above  curre 
market  prices  if  they  guess  right.  Most  trusts  will  commit  up 
a  third  of  their  production  in  this  way.  Not  all  have  been  right 
year  ago  $40  and  $50  per  barrel  looked  very  attractive,  but  fc 
ward  sellers  would  have  done  better  to  sell  in  the  spot  mar 
($66  the  other  day). 

Remember  that  a  trust  is  a  depleting  asset  that  must  cd 
stantly  acquire  new  reserves.  Trusts  have  been  known  to  u 
the  dividend  payout  as  a  life-support  mechanism  to  attra 
new  capital.  Are  the  new  reserves  paid  for  with  reinvested  ca| 
flow  or  with  sales  of  new  shares?  There's  all  the  difference 
the  world,  if  the  new  shares  dilute  the  reserves  per  shai 
on  which  future  dividends  depend. 

Four  trusts,  trading  on  U 
exchanges,  pass  my  tests.  Tt 
two  I  mentioned  last  year  a| 
still  buys:  Petrofund  Energy  (I 
PTF),  with  a  9.0%  yield,  an 
Provident  Energy  (12,  pvx 
10.1%.  Two  other  good  on< 
are  Enerplus  Resources  (44,  EM 
yielding  8.4%,  and  PrimeWe 
Energy  (30,  PWI),  10.1%.  In  <j 
cases  their  reserves  have  rise 
or  stayed  constant  over  the  pai 
five  years. 

Enerplus,  for  instance,  ha( 
14  years  of  reserves  in  200 
compared  with  13.3  in  2003.  In  August  it  spent  $387  million 
acquire  Lyco  Energy,  a  private  oil  company  with  producinl 
fields  in  Montana  and  North  Dakota.  While  the  acquisition  wi 
paid  for  with  a  new  stock  issue,  the  trust  assured  investors  th 
the  acquisition  would  not  dilute  per-share  reserves  or  cash  flol 
and  upped  the  monthly  dividend  by  2  cents  a  share  to  reinfond 
the  point.  Also,  make  note  that  today's  high  and  rising  energ) 
prices  have  allowed  the  trusts  to  use  debt  to  enhance  theil 
returns. 

Despite  their  run-up,  Canadian  trust  stock  prices  have  a  wa 
to  go  even  if  oil  and  natural  gas  prices  fall  back  to  the  equivalent 
of  $50  per  barrel.  The  current  dividend  rates  look  very  solid  fo 
these  four  trusts.  Canadian  residents  will  find  there  are  others 
even  more  attractive,  that  trade  only  in  Canada. 

While  you  may  have  read  about  companies  developinj 
Canadian  oil  sands  and  how  this  may  be  the  future  for  our  oil 
needs,  stay  away  for  now.  Developing  the  oil  sands  is  an  evolvinjj 
technology  and  will  take  a  decade  of  low-dividend  payouts 
Leave  that  for  stock  investors.  (Information  on  energy  and  othei 
trusts  can  be  found  in  a  newsletter  covering  Canadian  trusts 
www.canadianedge.com. ) 


Canada's  best 
energy  trusts 
boast  high 
yields  while  also 
replacing  oil  and 
gas  they  tap. 
They  have  room 
to  grow. 


Forbes 


Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Securities  Investor. 
Visit  his  home  page  at  www.forbes.com/lehmann. 
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SOMEONE  IN  H.R.  HAS  A 


DRUG  PROBLEM 


If  you  work  in  human  resources, 
you  know  that  if  an  employee  has  a 
problem,  it's  your  company  's  problem, 
too.  Millions  or  parents  have  trouble 
talking  to  their  child  about  illegal 

drugs  —  or  what  to  do  about   

an  existing  problem.  Struggling 
with  this  can  make  it  hard  for 
employees  to  focus  on  meetings 
or  deadlines  at  work  —  or  even 
make  it  to  work.  Which  can  end  up 
seriously  affecting  your  company's 
bottom  line. 

But  you  can  help  them  —  and  keep 
your  company  running  smoothly.  How? 
By  providing  your  employees  with  the 
right  tools  to  help  them  keep  their 
kids  drug-free.  The  Parents@Work 


ffi 


SOCIETY  FOR 


RESOURCE 


program  is  a  free,  easy-to-implement 
resource  that  focuses  on  an  employee's 
family  by  providing  prevention  tips, 
warning  signs,  strategies,  and 
information  on  where  to  find  help. 

A  broad  range  of  small  and 
large  organizations  —  from  private 
businesses  to  government  agencies 
to  nonprofits  —  have  implemented 
the  Parents@Work  program 
and  have  seen  what  it  can  do. 

The  one  thing  they  all  have  in 
common?  The  shared  knowledge  that 
helping  to  keep  an  employee's  family 
safe  is  —  without  a  doubt  —  one  of  the 
most  valuable  benefits  their  company 
can  ever  offer. 


To  learn  more,  visit  TheAntiDrug.com/ParentsAtW6rk. 


PARENTS    WORK  I  PARENTS. 
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you  are  bored 
/cushy  slopes  and 
on'tmiss  the  hot  tubs, 
Kip  Vail  and  go  for  steeper 
lountains  with  rougher 
dges  |  By  Christopher  Steiner 

JENNIFER  BRILL'S  9  A.M.  SAFETY  SPEECH  IN 
the  frosty  shade  of  the  mountain  can  unhinge 
even  the  most  experienced  skiers.  "There  have 
been  several  natural  avalanches  this  morning,  and 
there  will  almost  definitely  be  more  today,"  she 
says.  "If  you  get  caught  underneath  one,  try  to  ski  out 
it  as  fast  as  you  can  at  a  45-degree  angle.  If  it  catches  you,  fight 
e  hell  and  do  anything  you  can  to  stay  above  the  snow." 

Brill  is  briefing  her  customers  for  another  day  at  Silverton  Moun- 
n  ski  area,  which  she  and  her  husband,  Aaron,  own.  Set  in  a  steeply 
■rated  stretch  of  southwestern  Colorado's  San  Juan  range,  it  gets  400 
ches  of  snow  a  year — 33%  more  than  most  Colorado  resorts.  Its 
alanche  patrol  detonates  more  ordnance  than  that  of  any  other  Colorado 
□untain.  And  it  offers  skiers  more  raw,  steep  terrain  than  can  be  had  at  such 
>ried  resorts  as  Aspen,  Vail,  Park  City  or  Squaw  Valley. 
There's  no  hot  tub,  no  piano  bar,  no  framed  photograph  of  Roger  Moore.  The 
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base  lodge  is  a  1 ,200-square-foot  tent  with  two  wood-burning 
stoves  and  a  beer  keg  on  wheels  (drafts  cost  $3.50).  Plywood 
outhouses  serve  as  bathrooms.  The  bare-bones  setup  bothers 
Bear  Stearns'  Managing  Director  Randy  S.  Reiff  not  at  all.  "If  I'm 
looking  for  shopping  or  apres-ski,"  he  says,  "I'll  go  elsewhere." 

Reiffs  favorite  slopes  used  to  be  those  at  Jackson  Hole,  Wyo. 
and  Whisder  Mountain,  British  Columbia.  Now  he  prefers  Silver- 
ton's:  "I  want  stuff  that's  going  to  terrify  me,  that's' going  to  get 
me  excited  and  make  me  work.  The  first  time  I  came  here  I  looked 
down  and  thought  long  and  hard  about  whether  or  not  I  wanted 
to  jump  in."  Last  year  3,700  other 
skiers  jumped  along  with  him,  each 
carrying  (as  required)  a  shovel,  an 
avalanche  beacon  and  a  snow  probe. 

Aaron  Brill,  who  used  to  manage 
Montana  vacation  properties,  paid 
$300,000  in  1998  for  the  355-acre 
mining  claim  on  which  the  lift  tow- 
ers now  sit.  People  scoffed  when  he 
and  Jennifer  first  floated  plans  for  a 
ski  area,  but  the  couple  forged  ahead. 
They  snared  an  old  double  chair 
(circa  1973)  from  Mammoth  Mountain  for 
$25,000  and  had  it  installed  in  the  summer  of 
1001,  via  helicopter.  The  equipment  was 
cheap  compared  with  the  environmental 
impact  study— $500,000  so  far— which  has 
eaten  up  half  of  last  winter's  revenue  from 
$120  lift  tickets. 

Debt  service  has  been 
softened  by  low-interest  loans 
from  tourism -friendly  San 
Juan  County,  and  catering  to 
experts  is  comparatively 
cheap.  Beginners  would  have 
to  be  cosseted  with  trail- 
grooming  machines.  Silver- 
ton's  runs — all  naked,  un- 
tamed— need  no  machines. 

And  the  Brills  do  much  of  the  work  themselves,  guiding  skiers, 
making  sure  everybody  makes  it  down— one  at  a  time,  if  necessary! 

"It's  pretty  much  a  no-fall  zone,"  Jennifer  shouts  to  seven 
skiers  clinging  to  the  mountain  above  a  slender,  jagged  53-degree 
chute  called  Two  Smokes.  On  many  mountains  a  chute  this 
treacherous  wouldn't  get  skied.  But  it's  a  busy  artery  at  Silverton. 

Telecom  executive  Theodore  Bonnell,  one  of  the  best  skiers 
in  Brill's  group,  drops  into  Two  Smokes  first.  He  cranks  out 
three  snappy  hop  turns  at  the  top  of  the  chute  before  a  crag 
snags  his  skis  and  flips  him  head  first  into  the  rocky  drainage. 
"Self  arrest!  Self  arrest!"  Brill  yells,  imploring  Bonnell  to  ham- 
mer his  fists  and  skis  into  the  snow  to  check  his  slide.  Bonnell 
bangs  off  roots  and  rocks  for  30  feet  before  stopping.  He  then 
gets  up,  shakes  off  some  snow  and  continues  on,  to  the  approv- 
ing hollers  of  his  fellow  skiers. 

The  mountain's  rawness  and  the  risk  of  avalanches  have  led 


the  federal  Bureau  of  Land  Management  to  permit  onj 
guided  skiers  per  day  on  Silverton's  1,600  acres.  (Vail,  whi 
5,300  acres,  can  see  21,000  skiers  on  a  busy  day.)  The  slots 
to  sell  out  several  months  ahead.  The  Brills  are  looking  for 
mission  to  raise  the  traffic  count,  but  they  insist  they  will 
Silverton  a  boutique  experience. 

"Silverton  is  about  what  skiing  used  to  be,"  says  Lon: 
Glieberman  admiringly.  He  runs  his  own  boutique  operal 
Mount  Bohemia,  450  miles  north  of  Chicago  in  Michig 
Upper  Peninsula.  "People  are  sick  of  these  resorts  that  are 
cruise  ships  with  snow."  He  has  fashioned  Mount  Bohemi 
be  the  Silverton  of  the  Midwest.  Outside  of  lift  shacks,  s<i 
yurts  are  the  only  structures  on  the  mountain.  The  conne* 
yurts  house  civilized  bathrooms,  some  picnic  tables,  a  re 
shop  and  a  cafeteria  where  the  only  hot  dishes  are  those  wan 
in  a  microwave  by  customers  themselves. 

"We've  got  no  ski  school,  no  snowmaking  and  no  groom 

but  we're  satisfying  peop 
Glieberman  boasts.  Bohe 
sold  2,000  $99  season  pa 
in  a  one-day  sale  in  Decc 
ber  and  sees  900  skiers 
most  Saturdays.  Lift  ticl* 
are  $40.  What  you  are  pay 
for  is  snowflakes — a  Rock 
like  300  inches  a  year.  1 
mountain's  900-foot  verti 
drop  is  the  largest  in 
upper  Midwest  and  dou 
that  of  most  others  in  the  s 
crazed  Northwoods. 

Despite  its  odd  locatic 
the  mountain  has  attracte< 
crusty  corps  of  backcoum 
skiers.  "This  is  the  best  glade  skiing  anywhere  e 
of  the  Rockies,"  says  Steven  Rowe,  a  former  eirn 
gency  room  doctor  who  gave  up  medicine  to  n 
the  ski  patrol  at  Bohemia  in  the  winter  and  cut  n. 
trails  in  the  summer.  Glieberman  leaves  the  terra 
to  Rowe.  "Steve  knows  the  mountain  better  than  anyone,' 
explains.  Rowe's  backwoods  runs  require  skiers  to  slither  throuj 
tight  tree  lines  on  slopes  steep  enough  to  warrant  a  double-blac 
diamond  rating  out  West.  There's  even  a  band  of  30-foot  clif 
"People  hit  these  when  the  snow  is  right,"  Rowe  says  as  he  pe« 
over  the  drop,  his  skis  perched  at  the  cliffs  edge. 

Glieberman,  who  has  owned  three  different  Canadia 
Football  League  teams,  says  Bohemia  is  slightly  profitable  c 
low  overhead  and  annual  revenue  of  $800,000.  On  bus 
weekends  there  are  often  no  more  than  ten  people  workir. 
on  the  mountain,  and  Glieberman  is  usually  one  of  then 
On  a  Sunday  last  February  he  worked  the  cash  registe 
Glieberman  is  building  and  selling  100  condo  chalets  o 
nearby  Lac  La  Belle,  but  he  plans  to  keep  his  mountain  roug 
and  raw.  "That's  why  people  come,"  he  says.  "We  don't  war 
a  Vail  here." 


No  apres-ski,  no 
shopping:  Aaron  and 
Jennifer  Brill  offer 
purity  and  rawness. 
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Chair  Only  $279 

lanetOfficeFurniture.com 
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Big  Results 


1-800-442-6441 
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For  over  twenty  years,  Forbes  Business 
Classified  listings  have  been  the  most  cost- 
effective  way  for  marketers  to  reach 
America's  most  affluent,  influential 
audience  with  their  direct  response 
messages:  Forbes'  900,000  subscribers 
and  5  million  readers. 


For  Advertising  Information  and  Rates  Contact: 

Media  Options: 

1.800-442-6441 

mediopt@aol.com  mmm\  ©  !w 


Ranch 


Imagine  your  own  private  ranck...  10,  20,  or  more  acres 
in  a  pristine  natural  setting  surrounde  d  by  Florida's 
won  derful  variety  of  foliage,  birds,  and  protected  species, 
amidst  korse  trails,  keautiful  ponds,  and  flowing  creeks. 

For  early  reservation  and  Lard?  financing 
Call: 

(954)  457-8000 


Forbes  Lehmann  Income 
Securities  Investor 


Richard  Lehmann  is  Forbes' 
secret  weapon  on  bonds, 
convertibles  and  preferreds. 
His  high-yielding  model  port- 
folios have  beaten  stocks  for 

the  last  five  years!  Let 
Lehmann  show  you  how  to 
build  wealth  safely  with  high- 
yielding  fixed  income  securi- 
ties. Subscribe  today  and 
receive  three  FREE 
special  reports. 
Call  toll  free  1-877-733-7876  or 
wvw.forbesnewsietter5.c0nn/iehmann 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
...for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  399.95 
(save  $50  off  the  reguiar  $149,95  pnee.) 

Go  to  www.forbesinc.com/smc4  and  place  your 
order  now  or  call  1-800-429-0106  and  give  the 
operator  a  special  savings  code  of  S3 0.05 


Health/Back  Pain 


BACKPAimu  Forbes 


There  is 
an  answer! 

Send  for  FREE  information 
on  NEW,  guaranteed 
seat  and  back  supports 
designed  by  a  leading 
back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.poslureeducation.corn 


CALL  TOLL-FREE  1-800-392-0363 


Subscriber 
Service 


To  plan  your  order,  to  renew, 
change  your  address  or 
other  customer  service, 
visit  our  site  at.... 
www.forbes.com/custonierservice 
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THOUGHTS 

On  the  Business  of  Life 


T1 

he  ultimate  social  drinkers  are  not  those  who  drink  on  such  occasions  as  cocktail  parties  and  the  like. 

The  true  social  drinkers  are  those  who  make  it  look  as  though  they  are  drinking  when  what  they're 
mlk  drinking  isn't  a  drink  at  all.  Whether  it's  for  moral  reasons  or  because  somebody  can't  handle  the 
stuff,  the  pretender  to  drink  has  found  it  more  sociable  to  look  the  part.  By  thus  not  boring  the  imbibers  with 
explanations,  seeming-to  drinkers  make  a  contribution  to  social  occasions.  — MALCOLM  S.  FORBES  (1978) 


No  one  really  listens  to  anyone  else, 

and  if  you  try  it  for  a  while  you'll  see  why. 

— MIGNON  MCLAUGHLIN 


A  bore  is  someone  who,  when  you  ask  him 
how  he  is,  tells  you. 

—NUMEROUS  ATTRIBUTIONS 


He  is  an  old  bore;  even  the  grave  yawns 
for  him. 

—SIR  HERBERT  BEERBOHM  TREE 


Bore — a  guy  with  a  cocktail  glass  in  one 
hand  and  your  lapel  in  the  other. 

— HENNY  YOUNGMAN 


Every  improvement  in  communication 
makes  the  bore  more  terrible. 

—FRANK  MOORE  COLBY 


He's  the  kind  of  bore  who's  here  today 
and  here  tomorrow. 

— BINNTE  BARNES 


Bores  can  be  divided  into  two  classes;  those 
who  have  their  own  particular  subject, 
and  those  who  do  not  need  a  subject. 

—A.A.  MILNE 


The  pest,  in  a  sense,  is  a  very  superior 
being  to  us:  He  knows  where  to  find  us 
and  how — usually  in  the  bath  or  in 
sexual  intercourse  or  sleep. 

—CHARLES  BUKOWSKI 


Perhaps  the  world's  second-worst  crime 
is  boredom;  the  first  is  being  a  bore. 

—CECIL  BEATON 


Punctuality  is  the  virtue  of  the  bored. 

—EVELYN  WAUGH 


Somebody's  boring  me — I  think  it's  me. 

—DYLAN  THOMAS 


A  bore  is  a  vacuum  cleaner  of  society, 
sucking  up  everything  and  giving  nothi 
Bores  are  always  eager  to  be  seen  talkin 
to  you. 

— ELSA  MAXW 


Most  of  my  contemporaries  at  school 
entered  the  World  of  Business,  the  logict 
destiny  of  bores. 

—BARRY  HUMPHRI 


/  am  one  of  those  unhappy  persons 
who  inspire  bores  to  the  greatest  flights 
of  art. 

—EDITH  SITWf 


The  English  sent  all  their  bores  abroad, 
and  acquired  the  Empire  as  a  punishme 
—EDWARD  BOI 


A  Text... 

From  the  end  of  the  earth  will 
I  cry  unto  thee,  when  my  heart 
is  overwhelmed:  lead  me  to  the 
rock  that  is  higher  than  I. 

—PSALMS  61:2 

Sent  in  by  Jessica  Satori,  Moscow,  Idaho. 
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The  new  Canon  image  RUNNER  solutions  and  support  addressed 
Don's  concerns  about  seamless  network  integration,  secured  printing 
and  managing  network  devices.  Hence,  Don's  no  longer  concerned. 


Don's  company  isn't  doing  business  as  usual.  What  about  your  company?  We're  well  aware  of  your  daily 
challenges  as  the  gatekeeper  of  your  company's  network.  And  we  totally  understand.  That's  why  Canon's  imageRUNNER* 
solutions  are  raising  the  bar  for  how  well  network  devices  work  and  how  seamlessly  they're  integrated.  You'll 
appreciate  enhanced  security  features  that  include  a  secured  print  function  for  document  confidentiality,  user 
authentication,  NetSpot®  and  Remote  UP  for  easily  managing  network  devices.  In  addition,  you  get  entirely  new 
systems  across  our  full  line  of  imageRUNNER  solutions,  which  offer  intuitive  technology  that  works  with  you,  not 
against  you.  You  can  also  expect  your  current  investment  to  be  leveraged,  your  concerns  to  be  addressed  and  the 
potential  of  your  workday  to  be  expanded.  Which  means  no  more  business  as  usual. 

1-800-OK-CANON  www.imagerunner.com  ^L^C%  1 1  \j  I 

image  ANYWARE 


Canon,  IMAGERUNNER  and  NetSpot  are  registered  trademarks  ot  Canon  Inc  .  m  the  United  States  and  may  also  be  registered  trademarks  >n  other  countries  IMAGEANYWARE  and 
Remote  Ul  are  trademarks  ot  Canon  USA  .  Inc  ©2005  Canon  USA  .  Inc  All  rights  reserved  Products  shown  with  optional  accessories 


The  entire  department  heard  Bob  exclaim,  "Cool!"  as  he  used 
the  Web  browser  on  the  new  imageRUNNER  6570  to  access 
and  print  his  company's  4th  quarter  sales  results. 


ImageRUNNER  5570 


3ob's  company  isn't  doing  business  as  usual.  What  about  your  company?  While  "cool"  definitely  applies  to  the  new 
lanon  imageRUNNER®  70  Series,  "groundbreaking"  is  more  apt.  Both  the  imageRUNNER  6570  and  imageRUNNER  5570 
lave  the  industry's  first  embedded  Web  access  function  -  in  other  words,  a  full-size  user  interface  panel  that  actually 
ets  you  call  up  Internet  or  intranet  data  without  the  use  of  a  PC,  right  from  the  device.  Once  you've  done  that,  you  can  print 
he  forms  and  documents  you  need  to  work  more  efficiently  and  productively.  Of  course,  there  are  a  host  of  other  great  features 
hat  help  expand  the  potential  of  your  workday.  And  that's  definitely  not  business  as  usual. 
-800-OK-CANON  www.imagerunner.com 


anon  and  IMAGERUNNER  ate  registered  trademarks  ot  Canon  Inc ,  in  the  United  States  and  may  also  be  registered  trademarks  in  other  countries  IMAGEANYWARE  is  a  trademark  ol  Canon  U  S  A  ,  Inc 
3?0Q5  Canon  U  S  A.,  Inc  All  rights  reserved  Products  shown  with  optional  accessories 
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OUR  SOLUTION  F 


PROMOTING  HEALTHY 
JOINTS  HELPS  PEOPLE 
LOOK  AHEAD  TO  ACTIV 


LIVES,  NOT  JUST  BACK 


ON  THEM. 


www.cargill.com 

HBkfe  Caiyill.  Incorporated 


V 


The  active  pursuit  of  life  is  something  we  all  strive  for.  To  help 
keep  their  joints  healthy,  millions  have  turned  to  dietary 
supplements  like  chondroitin  and  glucosamine  pills.  One 
nutritional  company  saw  an  opportunity  in  making  a  drinkable 
version  of  these  supplements  and  turned  to  Cargill  for  help. 
Our  scientists  created  a  good-tasting  liquid  form  of 
chondroitin  and  glucosamine  that  made  their  reformulated 
product  possible.  The  result  is  a  supplement  for  joint  health 
that's  easy  to  swallow. . .  providing  a  new  choice  for  consumers 
in  the  marketplace.  This  is  how  Cargill  works  with  customers. 
collaborate    >    create    >  succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


With  Sybase8  software,  the  PRC  Ministry  of  Railways  developed  an 
innovative  ticket  sales  and  reservation  system  that: 

Processes  passenger  traffic  of  more  than  one  billion  people  a  year, 

helping  to  reduce  long  lines  and  enhance  customer  satisfaction 

Handles  up  to  5,000  ticket  requests  simultaneously,  keeping  seat 
utilization  ratios  on  hundreds  of  daily  departures  at  maximum  levels 

Q/  Captures  and  analyzes  passenger  data  on  national,  regional  and  local 
levels,  improving  rail  car  efficiency  across  the  72,000-kilometer  network 


Replacing  an  outdated,  paper-based  ticketing  system  that  supports  one  of  the  largest  railway  networks  in  the  world  is  a  monumental  task. 
That's  why,  when  the  People's  Republic  of  China  (PRC)  Ministry  of  Railways  wanted  the  right  technology  partner,  they  chose  Sybase. 
Using  Sybase  Adaptive  Server®  Enterprise,  Sybase®  10,  and  Replication  Server®  software,  the  PRC  created  an  information  edge  that  enables 
passengers  to  purchase  round-trip  or  one-way  tickets  from  24  regional  ticket  centers,  510  booking  systems  and  over  5,000  counter  terminals. 
That  means  customers  are  happier.  Employee  productivity  is  up.  And  trains  are  filled  with  people...and  profits,  www.sybase.com/infoedge5 


Copyright  ©200S  Sybase,  Inc.  All  rights  reserved.  Sybase,  the  Sybase  logo,  Adaptive  Server  and  Replication  Server  are  trademarks  of  Sybase,  Inc 
•  indicates  registration  in  the  United  States  of  America  All  product  and  company  names  are  trademarks  of  their  respective  owners. 


Sybase 


Who  says  you  can't  have  both  work  AND  life?  Get  the  new  T-Mobile  BlackBerry  71Q5t™ij 
with  the  easiest  way  to  use  Yahoo!6  Mail.  Plus,  you  get  unlimited  BlackBerry  service  wi 
e-mail,  instant  messaging,  Web  browsing,  and  the  most  WHENEVER  Minutes/  All  this! 
as  little  as  $59.99  per  month  on  the  world's  largest  all-GSM  network.  A  small  price  to  pay  \ 
something  that  could  change  your  life.  Find  out  more  at  www.t-mobile.com  or  call  1 .800.TMOBI 


I  checked  my  e-mail  after  I 
finished  the  conference  call 
I  replied  to  all 

AND 

I  adjusted  my  sunglasses. 
I  took  aim  at  the  asphalt 
as  I  popped  the  clutch, 
ignoring  the  view 
in  my  rearview  mirror. 


■T  ■  -Mobile 


Get  more  from  life 


:::  BlackBerry 


It  took  us  125  years  to  use 
the  first  trillion  barrels  of  oil. 

We'll  use  the  next  trillion  in  30. 

So  why  should  you  care? 
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Systems.  Now  this  infrared  imaging  pioneer  is  hot 
stuff  again.  By  Daniel  Lyons 
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Fourteen  stocks  to  buy.  By  Michael  Maiello 
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Apple  dropped  the  company,  its  chief,  Francis  Lee, 
had  to  scramble.  By  David  Whelan 
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"Feeling  betrayed, 
people  will  retroactively 
demote  Greenspan." 

102 

Also  on  the  Cover 

I02  No  Oracle,  After  All 

As  he  departs  the  Fed,  the  much-lauded 
Alan  Greenspan  leaves  behind  a  lousy 
legacy:  a  crazy  housing  market,  over- 
extended consumers  and  a  burst  stock 
bubble.  By  James  Grant 

■ 

HO   The  Next  Maestro 

The  person  Bush  chooses  to  succeed 

Greenspan:  How  big  an  inflation  hawk?  What  about  the  deficit? 
How  acceptable  to  Karl  Rove?  By  Matthew  Swibel  with  Kenneth  Black 
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How  to  build  an  airline  from  scratch:  First,  steal  ideas 
from  JetBlue  and  Southwest? 

By  Kerry  A.  Dolan 
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By  Stephen  Manes 
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might  get  money  to  pursue  it. 

By  Joann  Muller 

I52  Bad  Behavior  The  New  York 
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class  differences.  By  Dan  Seligrr, 
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The  Granddai 

Since  their  launch  in  1 993,  exchange  traded  funds  (ETFs)  have  become  one  of  the  world's  fastest  gr 
the  highest  market  value  among  the  more  than  140  ETFs  that  exist  today.  Each  Spider  puts  the  strer 
Spiders  are  tax-efficient  and  have  low  management  fees!  Like  stocks,  they  can  be  traded  all  day  long,  and  of  c 
www.SPDR.com. Ticker  symbol  Amex:SPY.The  entire  S&P  500  in  every  share. 


State  Street 
Global  Advisors 


SSgA. 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  c 
1-800-THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  *Usual  brokerage  commission 

The  McGraw-Hill  Companies,  Inc.,  licensed  for  use  by  PDR  Services  LLC  and  American  Stock  Exchange  LLC.  SPDRs  are  not  sponsored,  end> 
ALPS  Distributors,  Inc.,  a  registered  broker-dealer,  is  distributor  for  the  SPDR  Trust,  a  unit  investment  trust. 


ly  of  all  ETFs. 

ients.  It  all  started  with  Spiders  (SPY),  the  first  of  the  species.  As  powerful  as  ever,  Spiders  still  have 
ire  S&P  500  to  work  in  your  portfolio.  That's  500  of  America's  leading  companies  in  every  share, 
are  subject  to  similar  risks.  This  granddaddy's  been  around,  but  can  still  add  some  muscle  to  any  portfolio. 
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the  thorniest  compliance  issues  every  day,  we're 
up  on  the  very  latest,  most  accurate  information. 

As  your  single  source  for  customs  brokerage  and 
international  trade  management  solutions*  we'll 
help  make  sure  nothing  stands  in  the  way  of  your 
global  transactions.  Including  that  mountain  of  paper. 
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Moonshine  on  Capitol  Hill  I  was  elate 

when  those  professors  threw  a  hand  grenade  into  the  gasohrJ 
husiness.  To  define  this  business  more  precisely,  it  consists  d 
using  sophisticated  distillation  methods  to  extract  money  fron 
taxpayers  and  hand  it  to  Archer  Daniels  Midland.  David  Pimente 
of  Q)rnell  and  Tad  W.  Patzek  of  Berkeley  reported,  just  in  tirm 
for  Congress  to  enshrine  this  atrocity  in  the  energy  bill,  that  corn 
based  ethanol  consumes  more  energy  than  it  yields 

Too  soon  to  rejoice.  Now  (on  p.  122)  comes  along  Pete 
Huber,  my  favorite  envirocolumnist,  to  say  that  comparin 
energy  inputs  to  energy  outputs  is  an  accounting  error.  Oni 
BTU  is  not  the  same  as  another.  It  makes  all  the  difference  in  th 
world  where  your  energy  is  and  what  chemical 
form  it  takes.  So,  it's  okay  to  burn 
two  units  of  natural  gas  in 
Qatar  to  make  one  appear  in 
Texas,  or  to  put  5  BTUs  of 
coal  into  a  power  plant 
and  have  only  2  BTUs  of 
electricity  come  out  the 
other  end.  Quality  mat- 
ters as  much  as  quantity. 

Now,  the  professors  did 
a  very  careful  analysis,  con- 
sidering fossil  fuels  only  and 
converting  these  into  oil  equiva- 
lents. And  they  peeked  in  places 
that  maybe  the  ADM  lobbyists 
overlooked,  such  as  the  energy  used  to  manufacture  farr 
machinery,  or  the  energy  burned  up  indirecdy  in  the  form  c 
farm  labor.  If  the  farmer  heats  his  swimming  pool  with  propani 
you  are,  arguably,  consuming  that  propane  when  you  buy 
gasoline-ethanol  blend.  But  the  profs,  for  simplicity,  violated  th 
Huberian  accounting  constraints.  They  lumped  assorted  BTL 
together. 

How,  then,  to  do  energy  accounting,  if  BTUs  are  not  inter 
changeable?  Huber  has  an  ingenious  method,  borrowed  fror 
Adam  Smith:  Follow  the  money.  If  you  make  money  convertin 
one  form  of  energy  to  another,  then  convert,  irrespective  of  BP 
calculations.  If  you  lose  money,  you  are  doing  something  bad  t 
the  Earth's  thermodynamics. 

So,  what  are  the  economics  of  converting  fertilizer  and  trac 
tor  fuel  into  automobile  fuel?  Not  good.  The  professors  noted  i 
their  paper  that  taxpayers  were  financing  this  conversion  wit 
$3  billion  a  year  of  ethanol  subsidies — this  was  before  Congree 
mandated  a  doubling  in  the  use  of  ethanol  for  fuel — and  are  als 
suffering  higher  beef  and  milk  prices  as  a  side  effect.  The  thre 
experts  agree  on  something:  Gasohol  is  a  loser. 
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FABLOIDS 
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Some  may  see  the  movie  business  as  nothing 
but  parties,  premieres  and  award  galas.  But  for 
actors  and  directors,  all  the  way  to  producers 
and  studio  heads,  movies  are  serious  business. 
And  like  any  business,  making  the  most  of 
your  time  is  essential.  Owning  a  Netjets® 
fractional  share  helps  you  do  that  by  giving 
you  incomparable  control  and  flexibility.  With 
access  to  our  global  fleet-over  500  aircraft 
across  14  jet  types -you'll  have  a  plane  ready 
and  waiting  in  as  little  as  four  hours.  Our 
exacting  standards  and  two  captain-qualified 
pilots  on  every  aircraft  mean  that  your  safety 
is  never  compromised.  And  your  investment 
is  secured  with  the  unmatched  financial 
resources  of  Berkshire  Hathaway.  If  you  really 
want  to  start  living  the  dream,  have  your 
people  call  our  people. 


1-877-356-0754    |  www.netjets.com/fb6 
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Leave  nothing  to  chance 
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High-performance  supply  chain, 
delivered. 

When  the  world's  number  one  computer 
company  set  out  to  upgrade  its  already  world- 
class  manufacturing  infrastructure  several  years 
ago,  they  began  with  a  bold,  yet  simple  premise: 
"build  more  systems  with  less  inventory."  In 
about  100  days,  Accenture  and  Dell  conceived 
and  implemented  an  approach  that  allows 
Dell  to  operate  on  no  more  than  two  hours 
of  inventory  at  a  time.  Now  in  place  in  Dell's 
plants  around  the  world,  the  program  paid  for 
itself  five  times  over  during  the  first  12  months 
of  operation.  Dell  is  able  to  adapt  more  quickly 
to  rapidly  changing  technologies  and  maintain 
its  position  as  a  high-performance  business. 


lissiot 


Office  of  Revenue  Commissioners, 
Republic  of  Ireland 

High-performance  customer  service,  delivered. 

To  demonstrate  how  the  public  sector  can  improve 
customer  service  by  embracing  new  technology, 
the  Office  of  Revenue  Commissioners,  Republic 
of  Ireland,  wanted  to  introduce  an  electronic 
filing,  payment  and  information  system.  Accenture 
developed  and  launched  Revenue  Online  Service 
(ROS),  a  website  that  substantially  simplifies  the 
filing  and  payment  process  and  provides  online 
access  to  account  information.  The  system  uses 
digital  certificates  to  give  electronic  tax  returns 
full  legal  status.  Introduced  in  September  2000,  ROS 
has  processed  in  excess  of  6  million  transactions 
and  has  brought  in  more  than  €21  billion  in 
payments.  ROS  is  now  widely  accepted  by  the 
Irish  business  community,  and  has  allowed  the 
Revenue  Commissioners  to  establish  a  level  of 
customer  service  and  processing  efficiency  worthy 
of  a  high-performance  government  agency. 
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)hill  battles,  and  how  well  they're  waged,  are  often 

iat  separate  performers  from  high  performers.  To  see  ^ 
>w  we  can  help  you  defy  the  obstacles  and  become  a 
^-performance  business,  visit  accenture.com 

nsulting  •  Technology  •  Outsourcing  High  performance.  Delivered. 
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High  Times  Ahead? 


FORBES  is  right  to  argue  that  the  U.S.  can't  stop  the  flow  of  billions  to  drug 
lords,  smugglers  and  al  Qaeda  in  "The  Invisible  Bankers"  (Oct.  17,  p.  95). 
The  invisible  hand  of  the  market  will  direct  the  supply  of  any  commodity  to 
demanding  consumers  regardless  of  restrictive  government  regulations. 
Does  this  mean  that  there  is  no  hope?  No.  It's  possible  that  one  day  the  U.S. 
will  end  policies  on  drug  prohibitions.  Such  a  move  would  eliminate  the 
black  market  for  drugs,  and  without  such  a  market  there  is,  ipso  facto,  less 
profit  for  drug  lords,  smugglers  and  al  Qaeda.  The  sooner  the  U.S.  appreci- 
ates this  and  adjusts  its  policies  accordingly,  the  sooner  the  bad  guys  can  be 
brought  to  justice. 

KENNETH  MICHAEL  WHITE 
Upland,  Calif. 


"The  Invisible  Bankers"  was  excep- 
tional. While  pointing  out  all  the  suf- 
fering that  futile  attempts  at  currency 
controls  can  inflict  on  the  innocent,  it's 
worth  considering  what  the  conse- 
quences might  be  should  such  policies 
be  employed  in  America.  It's  been 
years  since  I've  read  anything  so 
worthwhile  in  your  magazine. 

JAMES  MCKEOWN 
Cicero,  N.  Y. 


Dumbo  Disgrace 

"Last  Days  of  the  Lion  King"  (Ocr.  17, 
p.  47)  didn't  touch  on  all  of  the  reasons 
Michael  Eisner  has  come  under  fire.  Eis- 
ner oversaw  not  only  animation  hits  like 
Lion  King  but  also  flops  like  Treasure 
Planet  and  Atlantis.  He  also  presided 
over  cost-cutting  at  Disneyland,  where 
refurbished  rides  like  Dumbo  display 
shoddy  detailing.  Parts  of  dismantled 
attractions  seem  to  be  recycled  into  new 
ones,  which  reminds  me  of  Edward 
Gibbons'  observation  that,  in  its  decline, 
Imperial  Rome's  builders  cannibalized 
old  monuments  to  erect  new  ones. 

RICHARD  M.  BOOTHE 
Los  Angeles,  Calif. 

Flattering  Proposal 

In  "A  Kinder,  Gentler  Flat  Tax"  (On  My 
Mind,  Oct.  17,  p.  42)  John  Goodman's 
plan  for  an  even  simpler  flat  tax  than  that 
proposed  by  Steve  Forbes  has  the  virtue 
of  class-warfare-avoiding  fairness.  But  why 
not  extend  the  plan  to  all  income,  includ- 


ing inheritances  and  gifts?  The  death  tax  i 
considered  unfair  because  it  taxes  incom! 
that  has  already  been  taxed.  But  that's  no 
quite  accurate.  Lots  of  property  transi 
ferred  by  gift  (and  upon  death)  include 
unrealized  appreciation  that  has  neve 
been  taxed.  Taxing  all  income  an  individ 
ual  receives,  however  derived,  at  a  flat  rat 
would  be  marvelous  in  its  simplicity. 

GREGORY  LYL] 
Medina,  Wash 

Crude  Clarification 

Our  bio  of  Joseph  Jamail  Jr.  in  "Th 
Forbes  400"  (Ocr.  10,  p.  223)  stated  tha 
Jamail  handled  a  merger  between  Tex 
aco  and  Pennzoil  in  1987.  The  compa 
nies  did  not  merge;  Jamail  represents 
Pennzoil  in  its  suit  against  Texaco  fo 
interfering  in  its  bid  to  buy  Getty  Oil. 


Forbes 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
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Changing  the  course  of  a  life  starts  with 

one  step  in  the  right  direction. 


-time  Olympic  medal-winner  Jackie  Joyner-Kersee  took  a  dream  and  made  her  mark  in  the  world.  Now,  thanks 
he  Jackie  Joyner-Kersee  Foundation,  a  new  generation  of  children  is  able  to  realize  its  own  potential  through 
i  cation,  athletics,  and  character  building.  Jackie  Joyner-Kersee's  signature  "Winning  in  Life"  program  motivates 
mg  people  and  empowers  them  to  take  control  of  their  future.  Honda  is  honored  to  have  been  a  supporter  of 
<ie  Joyner-Kersee  for  more  than  15  years,  and  we  continue  to  salute  her  dedication  and  commitment.  We  also 
come  and  encourage  others  to  get  to  know  the  important  work  her  Foundation  is  doing  to  change  the  lives 
children,  one  step  at  a  time. 


The  Power  of  Dreams 


-(formation  about  the  Jackie  Joyner-Kersee  Foundation  visit  www.jackiejoyner-kerseefoundation.org  or  honda.com.  ©2005  American  Honda  Motor  Co.  Inc. 
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security 


WITH  PREEMPTIVE  PROTECTION. 


Proventia  ESP  (Enterprise  Security  Platform)  from  ISS  stops  Internet  threats  before  they  impact  your  business.  With  intru: 
prevention  and  vulnerability  assessment  products  and  services,  Proventia  ESP  reduces  your  overall  risk  and  helps  ene 
regulatory  compliance  and  business  continuity.  Only  ISS  keeps  you  ahead  of  the  threat  with  preemptive  protection  for 
entire  enterprise.  Download  a  free  white  paper  at  www.iss.net/ESP/forbes,  or  call  1-800-776-2362. 
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©2005  Internet  Security  Systems  Incorporated.  All  rights  reserved. 
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Internet  |  Security  |  Systems 

Ahead  of  the  Threat 


In  other  words,  we'll  take  care  of  you 
the  way  you  took  care  of  your  business. 

You  took  an  idea,  a  product,  a  service  and  turned  it  into  a  great  success.  And  now 
you're  thinking  of  selling  to  enjoy  the  fruits  of  your  labor.  That's  where  Neubergel 
Berman,  a  Lehman  Brothers  company,  steps  in.  For  over  60  years,  Neuberger  Bermar 
has  focused  on  money  management,  uncovering  investment  opportunities  that  are 
right  for  you.  After  all,  you've  cared  about  your  money  long  enough.  Isn't  it  time 
your  money  returned  the  favor?  Whether  you  have  $1  million  or  $100  million  to 
invest  in  a  customized  portfolio,  call  us  at  877.232.4859,  or  visit  us  at  www.nb.com 

MONEY    MANAGEMENT    IS    WHAT    WE  DO. 


NEUBERGER  BERMAN 


A  Lehman  Brothers  Company 
Neuberger  Berman,  LLC.  Member  NYSE/NASD/SIPC.  $99  billion  in  assets  under  management  (8/31/05).  ©2005.  All  rights  reserved. 


Fact  and  Comment 


$y  Steve  Forbes,  editor-in-chief 

'With  all  thy  getting  get  understanding" 


Don't  Be  Bearish  on  Bush 


•JOTHING  GOES  RIGHT  THESE  DAYS  FOR  PRESIDENT  BUSH  AND 
ongressional  Republicans.  If  elections  were  held  now,  the  GOP 
vould  be  routed.  Many  of  the  wounds  are  self-inflicted — reck- 
ess  spending,  a  botched  Social  Security  initiative,  a  slow  response 
o  the  Hurricane  Katrina  disaster,  a  seemingly  uninspired  pick  to 
eplace  retiring  Supreme  Court  Justice  Sandra  Day  O'Connor, 
actical  mistakes  in  Iraq  (e.g.,  an  inadequate  number  of  troops), 
inwillingness  to  be  bold  on  tax  reform.  Compounding  these  mis- 
teps  is  an  out-for-blood  media  and  an  abusive  Texas  prosecutor. 

But  a  year  in  politics  is  equal  to  a  century  in  normal  life.  The 
President  and  his  party  can  turn  the  tables  before  next  year's 
[Ongressional  elections. 

President  Bush  has  not  done  a  Ronald  Reagan-like  job  in 
rxplaining  Iraq  to  the  American  people.  But  despite  the  errors,  the 
ottom  line  is  that  Bush's  bold  gamble  to  recast  the  destructive 
olitics  of  the  Middle  East  will  work,  especially  if  Iraq's  Decem- 
er  national  legislative  elections  go  well,  as  is  likely.  The  dis- 
eartening  violence  against  our  troops  comes  primarily  from  a 
andful  of  areas.  Many  of  the  insurgents  are  not  Iraqis.  Iraqi 
ecurity  forces  are  growing,  both  in  numbers  and  competence. 
Rebels  no  longer  shut  down  the  country's  electricity  grid  or  dis- 
upt  the  flow  of  oil. 

President  Bush  can  still  call  for  spending  restraints;  he  does, 


after  all,  have  a  veto  card  to  play  against  Congress'  spending  bills. 
The  public  would  applaud  him  for  it.  People  are  disconcerted  by 
the  White  House's  seeming  abdication  of  leadership  here. 

Establishing  tax-free  enterprise  zones  in  our  devastated  Gulf 
region  would  be  a  masterstroke.  The  area  would  recover  quickly. 
New  Orleans  could  once  again  become  a  vibrant,  prosperous 
metropolis,  something  it  hasn't  been  for  decades. 

January's  State  of  the  Union  address  provides  George  Bush 
the  opportunity  to  lay  out  an  exciting  agenda.  He  can  regain  the 
initiative  on  Social  Security  reform  (the  President  should  put  a 
specific  proposal  on  the  table  along  the  lines  of  the  Ryan- 
Sununu  bill  so  seniors  would  quickly  realize  that  their  benefits 
would  be  untouched),  and  he  can  make  the  case  for  radical  tax 
reform,  emphasizing  that  the  current  code  hurts  us  economi- 
cally and  corrupts  us  politically. 

Harriet  Miers  may  save  her  nomination  with  a  sound  per- 
formance before  the  Senate  Judiciary  Committee.  If  she  falters, 
the  White  House  has  no  shortage  of  stellar  replacements  a  la 
John  Roberts,  such  as  Senator  Jon  Kyi  (R-Ariz.). 

The  indictments  against  Representative  Tom  DeLay  (R-Tex.) 
may  well  get  tossed  out  fairly  soon.  The  prosecutor  who  brought 
them  is  notorious  for  filing  flaky  indictments  against  his  politi- 
cal opponents. 


Fed  Inflames  Inflation 


.LAS,  ONE  AREA  THAT  IS  OUT  OF  THE  PRESI- 
l.ent's  control  but  which  could  do  him  and  the 

Republicans  enormous  harm  is  the  incompetence 

f  the  Federal  Reserve.  Rarely  has  an  institution's 
ierformance  and  reputation  been  so  divergent. 

Vhen  it  comes  to  fighting  inflation  these  days,  the 
;  ed  makes  FEMA  look  like  the  prototype  of  far- 
'ighted  efficiency. 

For  two  years  now  the  Fed  has  been  print- 
jig  too  much  money,  which  is  why  the  price  of 
'old  continues  to  move  ever  higher  and  why  we 
I  ave  a  debilitating  spike  in  oil  prices.  Greenspan  &  Co.  are  giv 
ng  us  the  worst  of  both  worlds — jacking  up  short-term  inter 


Central  Banking 

DUMMIES 


How  to  prevent 
Inflation 


A  Reference 
_  for  the  . 

Rest  of  Us! 


est  rates  while  fueling  inflation. 

You'd  think  that  after  18  years  on  the  job 
Alan  Greenspan  would  have  mastered  the 
essentials  of  central  banking.  Instead  we're  now 
experiencing  the  beginnings  of  inflation  the 
likes  of  which  we  haven't  seen  in  more  than 
two  decades.  The  inflation  fires  are  still  small. 
By  removing  excess  money  from  the  banking 
system,  the  Fed  could  douse  these  fires  before 
they  reach  the  destructive  proportions  of  the 
1970s.  Too  bad  no  one  has  yet  produced  the 
book  Central  Banking  for  Dummies.  It  would  be  timely  reading 
for  Mr.  Greenspan  and  his  fellow  governors. 


Cease  This  Coercion 


HERE'S  AN  INITIATIVE  ON  THE  BALLOT  IN  CALIFORNIA  THAT 
lortally  threatens  the  ever-expanding  power  of  public-employee 
nions.  The  Paycheck  Protection  Initiative,  if  passed,  would  re- 
uire  government  workers'  unions  to  get  written  permission 
|om  members  before  deducting  money  from  their  paychecks 


for  political  purposes.  The  referendum  doesn't  affect  membership 
dues  that  pay  for  traditional  services  such  as  bargaining.  Union 
bosses  hate  the  idea.  They  love  the  power  they  derive  from  being 
able  to  direct  millions  of  dollars  to  influence  the  political  process. 
Most  union  dues  are  spent  for  political  purposes,  backing  par- 
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ticular  candidates  and  causes.  But  why  should  a  worker's  money  be 
used  to  help  political  candidates  or  causes  he  or  she  might  oppose? 

Public-sector  unions  are  growing  rapidly,  while  traditional  trade 
unions,  such  as  the  United  Auto  Workers,  continue  to  lose  mem- 
bers. Government  unions  are  a  critical  reason  that  spending  on  the 
state  level  has  spiraled  and  the  tax  burden  increased  enormously. 


Make  no  mistake  about  the  potential  impact  of  this  referendurr 
Voters  in  Washington  State  passed  a  similar  measure  in  1992.  Resul 
85%  of  unionized  teachers  chose  not  to  contribute  to  the  union 
political  action  committee.  Utah's  legislature  passed  a  paychec 
protection  measure  in  2001.  Teachers  there  opted  out  in  droves-^ 
only  about 7%  now  let  their  money  be  used  for  political  purposes 


Poleaxing  Smoke-Blowing  Pols'  Plaintiffs'-Bar  Payoff 


IN  AUGUST  THE  COMPETITIVE  ENTERPRISE  INSTITUTE  FILED  A  LAW- 
suit  challenging  1998's  $206  billion  tobacco  Master  Settlement 
Agreement.  The  case  is  likely  to  end  up  in  the  Supreme  Court,  and  the 
justices  should  throw  the  settlement  out.  It's  nothing  more,  as  CEI 
General  Counsel  Sam  Kazman  puts  it,  than  a  "lucrative  backroom 
deal  between  state  attorneys  general  and  the  trial  bar.  [It]  has  created 
a  new  model  for  targeting  other  politically  incorrect  industries  and 
their  customers."  The  institute,  a  Washington,  D.C.  free-market 
advocacy  group,  charges  that  the  agreement  violates  the  Constitu- 
tion's compact  clause  (Article  I,  Section  10),  which  states  that  agree- 
ments between  two  or  more  states  must  be  ratified  by  Congress. 

The  settlement  is  obnoxiously  objectionable  on  a  number  of 
counts.  It,  in  effect,  imposes  a  national  sales  tax  on  cigarettes 
without  the  formal  approval  of  Congress.  It  sets  up  a  de  facto 


industry  cartel;  small  cigarette  manufacturers  not  covered  unde 
the  original  settlement  are  now  forced  to  make  payments  to 
settlement  fund.  If  this  isn't  a  violation  of  antitrust  laws,  what  is 

The  settlement  smacks  of  the  old  tax-farm  system  used  ii 
medieval  Europe  and  ancient  states:  The  kings  or  emperon 
would  auction  off  rights  to  collect  taxes  in  certain  territories.  So 
called  tax  farmers  would  then  squeeze  the  peasants  for  all  the 
could,  remitting  part  of  the  take  to  the  crown  and  pocketing  th 
rest.  Plaintiff  lawyers  have  become  the  new  tax  farmers;  thei 
share  of  this  booty  will  run  into  tens  of  billions  of  dollars. 

The  settlement  money  was  supposed  to  be  spent  on  treatin 
tobacco -related  illnesses  and  on  antismoking  programs.  Insteac 
two-thirds  of  the  money  has  gone  for  political  pork  and  fo 
plugging  budget  gaps. 


He's  No  Lincoln 


The  Lincoln  Lawyer — by  Michael  Connelly  ( Little,  Brown;  $26.95). 
In  his  new  book,  master  mystery  novelist  Connelly  has  created  one 
of  the  most  memorable  characters  in  modern  American  literature, 
defense  attorney  Mickey  Haller,  who  narrates  this  tale.  Haller  is 
cynical  and  ethically  challenged  (he  describes  how 
he  bribes  bail  bondsmen  to  steer  good  cases  his  way), 
and  a  negligent  (divorced)  dad  to  his  daughter  from 
his  first  marriage.  But  he  comes  across  as  a  sympa- 
thetic, multidimensional  character  in  whom  still 
lurk  idealism,  humanity,  conscience  and  a  desire  to 
do  better  by  his  child,  even  while  he  exemplifies 
almost  every  stereotype  of  the  ambulance-chasing, 
publicity-seeking,  rule-bending  defense  lawyer. 

The  story  begins  with  Haller  landing  an  ideal 
case — a  rich  man  accused  of  assault  and  attempted 


rape.  The  prospect  of  sugarplum  fees  dances  in  Haller's  head 
But  then,  horror  of  horrors,  it  turns  out  the  man  might  be  inno 
cent,  compelling  Haller  to  genuinely  work  hard,  even  though  thi 
case  initially  seemed  to  be  a  slam  dunk  for  the  prosecution.  A 
you  would  suspect,  however,  nothing  is  as  it  seems 
The  story  itself  is  gripping,  one  of  those  can't 
A  t  f  put-it-down  cases.  Even  more  gripping,  though 
are  the  Dickensian  descriptions  of  the  crimina 
defense  bar  and  how  criminal  cases  are  handled  ii 
our  courts  today.  The  book  is  loaded  with  memo 
rable  phrases  and  incidents. 

By  the  way,  the  Lincoln  in  the  title  refers  not  u 
our  greatest  President  but  to  the  car  named  afte 
him.  Haller  spends  much  of  his  time  working  il 
the  backseat  of  a  Lincoln. 


RESTAURANTS:  GO,  CONSIDER,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

as  well  as  brothers  Bob,  Kip  and  Tim. 


•  Devi-8  East  18th  St.  (Tel.:  212-691-1300).  A  small,  dramatically 
decorated  spot — all  hanging  silk  draperies  and  subdued  lighting. 
The  food  is  sophisticated  and  wonderful.  The  wild  salmon,  the 
halibut  and  the  curries  are  memorable;  the  kararee  bhindi  is 
extraordinary  (slivers  of  vertically  sliced  okra  mixed  in  a  spicy 
dressing  with  red  onions  and  tomatoes);  the  breads  are  light  and 
tasty,  with  no  hint  of  greasiness;  the  desserts  are  scrumptious. 

•  Cobo-1426  Third  Ave.,  at  81st  St.  (Tel.:  212-288-5099).  Its 
tranquility  providing  a  pleasant  respite  from  Manhattan  mad- 
ness, this  uptown  brand  of  a  downtown  vegetarian  restaurant 


is  a  real  gift  to  the  neighborhood.  It  offers  up  some  of  the  most 
creative  and  delicious  nonmeat  fare  around.  Favorites:  spinach 
dumplings,  scallion  pancakes  and  rich,  flavorful  risotto. 
•  Rocking  Horse  Cafe- 1 82  Eighth  Ave.,  between  1 9th  and  20th 
streets  (Tel.:  212-463-9511).  A  noisy,  happening  place  with  a 
friendly,  efficient  staff  serving  some  of  the  most  delicious  and 
authentic  south-of-the-border  specialties  in  town.  Try  the  lob- 
ster empanadas,  the  huitiacoche  tamalitos,  the  calamari  salad 
and  the  chicken  enchipotlado.  Desserts  are  worth  every  high- 
calorie  bite.  F 
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It  is  always  easier  to  fight  for  one's  principles  than  to  live  up  to  them. 

—ALFRED  ADLER 


Spread  TOO  Thin  Politically,  President  Bush  may  find  it 
difficult  to  recover  from  Hurricane  Katrina,  but  not  for  the  reasons 
you  might  think.  Mr.  Bush's  real  problem  [is]  the  weight  of  an  over- 
sized federal  government  that  hindered  both  preparation  for  and 
the  response  to  this  tragedy.  Government  simply  does  too  much  and 
costs  too  much.  It's  spread  too  wide  and,  therefore,  appears  too 
thin  at  precisely  those  moments  when  government  action  may  be 
appropriate,  such  as  in  response  to  a  catastrophic  natural  disaster. 

Rather  than  doing  so  many  things  so  poorly,  might  govern- 
ment do  greater  good  (and  certainly  less  harm)  if  it  just  did  less? 
The  myriad  federal  departments  and  agencies  now  responding  to 
the  disaster  betray  how  gargantuan  the  government  has  grown. 
Still,  as  the  situation  in  New  Orleans  demonstrated,  government 
was  found  wanting  on  a  matter  as  fundamental  as  law  and  order. 

The  principal  lesson  of  the  Big  Easy's  tragedy  is  the  need  for 
the  policy  pendulum  to  swing  back  in  the  direction  of  a  more 
modest  federal  government.  A  less  interventionist  government 
may  prove  better  able  to  act  during  those  rare  moments  when  a 
government  response  isn't  merely  demanded  but  required. 

—PATRICK  BASHAM,  Cato  Institute,  Baltimore  Sun 

Smoke  Screen  The  tobacco  deal  that  was  supposed  to  pro- 
mote a  healthier  America  turned  out  to  be  a  naked  cash  grab.  The 
$246  billion  tobacco  settlement  was  a  con.  The  pretense  was  that 
states  were  to  use  cash  shelled  out  by  tobacco  companies  to  treat  to- 
bacco-related illnesses  and  for  anti-smoking  education.  Instead, 
many  states  have  spent  the  money  on  other  things.  Five  of  them 
plus  the  District  of  Columbia  have  yet  to  commit  their  first  dollar 
of  the  settlement  to  prevention,  and  another  15  have  spent  the  min- 
imum. Since  the  program  began,  only  3%  of  settlement  funds  have 
been  spent  on  prevention.  States  have  done  better  when  it  comes  to 
health-related  spending,  accounting  for  about  33%  this  year.  But 


"Don't  bother,  he's  a  dentist." 


they're  still  shortchanging  those  they  said  they'd  help,  and  last  year 
spent  a  mere  19.8%.  Where's  the  money  going?  Nearly  half  (44%) 
of  last  year's  was  used  to  offset  budget  shortfalls,  and  more  than  a 
third  (36%)  was  used  for  the  same  purpose  the  year  before. 

For  their  part,  tobacco  companies  have  had  to  raise  prices  to  pay 
for  the  sham  settlement.  No  big  deal,  say  nonsmokers.  But  wait: 
Once  the  lawyers  and  politicians  who  fleeced  Big  Tobacco  target] 
another  industry,  it'll  be  more  than  just  smokers  who'll  get  burned.i 

— Investor's  Business  Daify 

DueS  and  Don'tS  Where  paycheck  protection  has  been) 
voted  in,  the  union's  coffers  have  taken  a  serious  hit.. . .  Although) 
the  NEA's  rank  and  file  is  very  mixed  politically,  their  political! 
spending  tilts  left  about  90  degrees.  This  must  come  to  an  end. 
—LAWRENCE  SAND,  an  eighth-grade  history  teacher  andi 
National  Education  Association  member, 
quoted  in  Washington  Timei 

Cold  Hard  Cash  [Lorna]  makes  sure  every  potential 
client  is  a  paying  client  and  knows  the  costs  of  the  crime  they  hava 
been  charged  with.  There's  a  saying,  Don't  do  the  crime  if  you) 
can't  do  the  time.  Lorna  likes  to  say  that  with  me,  it's  Don't  do  tha 
crime  if  you  can't  pay  for  my  time.  She  accepts  MasterCard  andj 
Visa  and  will  get  purchase  approval  before  a  client  ever  gets  to  me. 

— The  Lincoln  Lawyer,  by  MICHAEL  CONNELLY) 

Monument  to  Self  While  hating  most  things  Ameri- 
can, the  architects  of  a  European  constitution  positioned  them- 
selves as  "founding  fathers"  in  the  mold  of  Thomas  Jefferson, 
James  Madison  and  Benjamin  Franklin.  The  problem  with  this 
analogy  is  that  the  United  States  of  America  was  founded,  in; 
part,  on  the  idea  that  God  was  present  at  its  creation  and  thai 
unity  of  spirit  was  essential  in  bridging  economic,  political,  reli- 
gious, and  other  divisions  between  the  Colonies. 

The  474-page  European  constitution  (the  length  varies  accord- 
ing to  the  translation)  is  a  contemporary  Tower  of  Babel,  a  testi- 
mony to  the  "power"  and  ingenuity  of  man.  Like  that  ancient  ar- 
chitectural work,  the  European  constitution — at  least  in  its  current 
form — has  come  crashing  down,  injuring  those  arrogant  enough  to 
think  they  could  build  something  that  is  mostly  a  monument  to  self 

—CAL  THOMAS,  New  York  Sun 

All  Through  the  Night  And  the  great  winds  howl 

and  swoop  across  the  land:  they  make  a  distant  roaring  in  great 
trees,  and  boys  in  bed  will  stir  in  ecstasy,  thinking  of  demons  and 
vast  swoopings  through  the  earth.  All  through  the  night  there  is 
the  clean,  the  bitter  rain  of  acorns,  and  the  chestnut  burrs  are 
plopping  to  the  ground. 

—Of  Time  and  the  River,  by  THOMAS  WOLFE  F 
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AT&T 
and 

WHIRLPOOL 
CORPORATION 


Can  your 
network 
perform 
in  harmony? 


INNOVATE  GLOBALLY.  When  Whirlpool  Corporation  wanted  to 
foster  innovation  worldwide,  they  turned  to  the  world's 
networking  company.  Now,  with  a  global  IP  Virtual  Private 
Network  from  AT&T,  Whirlpool  designers  everywhere  can  access 
proprietary  applications,  share  information,  and  collaborate  in 
real  time  —  all  on  a  single  secure,  standardized  platform.  So 
the  world's  next  revolutionary  design  can  move  from  concept 
to  your  home  faster  than  ever.  CAN  YOUR  NETWORK  00  THIS? 


To  find  out  how  AT&T's  networking  solutions 
helped  Whirlpool  transform  its  business,  go  to: 


att.com/innovate 

©2005  AT&T 


BE  AN 
EXPERT  IN 
OVERSEAS 
MARKETS. 

Do  you  live  an  Intercontinental  life: 


INTERCONTINENTAL 

HOTELS  &  RESORTS 

Call  1-800-ICHOTELS 
or  visit  www.intcrcontinental.com 


The  Risk  of  Risk  Aversion         #2  in  a  scries  of  strategic  briefs 


"WITH  BONDS,  THERE'S 
REAL  DOWNSIDE  IN  WAITING 
FOR  MORE  UPSIDE." 


Fixed-income  Strategists 
George  Friedlander 
and  Michael  Brandes 


Call  1-800-327-6748,  ext.  542  or 
visit  smithbarney.com  for  your  copy 
of  The  Risk  of  Risk  Aversion. 


Right  now,  some  investors  are  wary 
of  bonds  because  they  think  interest 
rates  will  rise  further.  If  you're  one 
of  them,  have  you  considered  all  the 
benefits  you're  sacrificing  while  you 
wait?  Or  how  risky  this  is  to  your 
portfolio?  That's  why 
we  wrote  The  Risk  of  Risk 
Aversion  —  to  make  sure 
investors  understand  the 
many  forces  that  should 
continue  to  keep  interest 
rates  relatively  stable,  along  with 
the  critical  role  bonds  play  in  your 
portfolio. 


The  Risk 
of  Risk  Aversion 


Smith  Barney^ 

Citigroup 


©  2005  Citigroup  Global  Markets  Inc.  Member  SIPC.  Smith  Barney  is  a  division  and  service  mark  of  Citigroup  Global  Markets  Inc.  and  its  affiliates  and  is  used  and  registered  throughout  the 
worid.  CITIGROUP  and  the  Umbrella  Device  are  trademarks  and  service  marks  of  Citicorp  or  its  affiliates  and  are  used  and  registered  throughout  the  wortd. 


Current  Events 

y  Paul  Johnson 


A  Time  to  Count  Our  Blessings 


ATURAL  DISASTERS  LIKE  HURRICANES  KATRINA  AND  RITA  PRO- 
ike  such  foolish  comment  (and  exaggeration)  in  the  media  that 
e  should  try  to  place  them  in  the  long  perspective  of  history. 

The  human  race  is  astonishingly  fortunate  in  everything  about 
s  planet — atmosphere,  temperature,  resources,  climate.  Indeed, 
s  benevolence  is  responsible  for  our  very  existence.  Astrophysi- 
sts,  citing  laws  of  probability  and  the  almost  infinite  number  of 
ars  and  their  presumed  planetary  systems,  assert  that  there  must 
;  other  celestial  bodies — perhaps  thousands,  even  millions — on 
hich  life  is  possible,  and  very  likely  already  exists.  But  no  such 
lanets  have  ever  been  observed.  They  remain  an  abstraction. 

Earth,  however,  is  very  concrete,  and  we  are  only  at  the  begin- 
ing  of  our  fruitful  sojourn  on  its  surface.  We  have  just  begun  to 
I  ratch  it.  The  deep-level  gold  mines  of  the  Witwatersrand  in  South 
frica  are  as  far  down  as  we  have  yet  dug  to  obtain  the  earth's 
ealth.  I  have  been  to  the  bottom  of  one  of  the  deepest  mines, 
id  it  is  not  a  pleasant  place.  But  seeing  it  made  me  sure  that  we 
lould,  in  due  course,  delve  far  deeper.  Mining,  one  of  man's 
|  dest  technologies,  is  still  in  its  technological  infancy — and  even 
(  king  today's  offshore  oil  drilling  into  account,  we've  barely 
[arted  to  mine  the  seas  and  oceans.  The  real  wealth  of  the  earth 
p  much  closer  to  its  core,  and  one  day  we  shall  begin  to  tap  it. 

As  for  air  power,  such  ventures  as  wind  farming  are  scarcely 
lore  advanced  than  windmills.  We  can  do  better,  and  we  will, 
egarding  technology,  humanity  is  still  on  the  lowest  steps  of  a 
gantic  staircase  reaching  into  the  sky. 

rom  Disaster's  Ashes  . .  . 

ess  than  14  billion  years  have  passed  since  the  Big  Bang.  The 
>ecies  Homo  sapiens  is  less  than  1  million  years  old.  Civilization 
is  existed  for  only  about  8,000  years.  The  Industrial  Revolution 
j:curred  less  than  250  years  ago.  We've  harnessed  electricity  for 
lly  1 50  years,  atomic  power  for  scarcely  half  a  century.  The  rate 
"  advance  is  accelerating  very  fast  indeed,  yet  the  pace  is  going 
•  quicken  at  a  speed  we  cannot  now  imagine.  We  are  only  at 
hapter  One  in  the  story  of  humanity  and  its  glories. 

In  this  tale  the  earth  has  been  a  silent  and  acquiescent  help- 
late.  Ice  ages  have  come  and  gone.  Vesuvius  destroyed  Pompeii 
at  did  not  stop  Naples  from  becoming  one  of  the  biggest  and 
lost  beautiful  cities  on  the  planet.  The  Black  Death  of  the  14th 
ntury — in  statistical  terms  the  biggest  disaster  to  hit  human- 
/ — turned  out  to  have  caused  no  more  than  a  blip  in  the 
orld's  population  growth.  And  it  preceded  the  Renaissance, 


one  of  the  most  magnificent  steps  in  the  forward  march  of  civi- 
lization. The  notorious  mid- 18th  century  Lisbon  earthquake 
made  many  contemplate  man's  future.  But  not  for  long.  It  was 
followed  by  the  birth  of  heavy  industry  and  the  beginning  of  a 
process  that  has  brought  affluence  to  billions. 

Did  the  1906  San  Francisco  earthquake  impede  the  astonish- 
ing rise  of  California?  Not  for  a  second.  No  more  than  the  great 
fire  of  Chicago  held  back  Illinois.  Such  disasters,  on  the  whole, 
lead  to  the  intensification  of  technology  to  solve  the  problems 
they  reveal.  It's  no  accident,  then,  that  Chicago  saw  the  birth  of 
the  steel-frame  skyscraper. 

Future  Perspective 

No  other  countries  on  earth  have  suffered  more  from  plague, 
famine,  floods  and  the  oppression  of  tyrants  than  China  and 
India.  But  none  of  these  disasters  have  impeded  the  growth  of 
their  populations  to  beyond  the  billion  mark,  any  more  than  the 
100-million-plus  deaths  caused  by  totalitarian  regimes  in  the 
20th  century  stopped  the  world's  population  from  expanding. 

Hurricanes  Katrina  and  Rita  occupied  colossal  amounts  of 
space  and  time  in  the  media,  thereby  crowding  out  half  a  dozen 
other  stories  of  fascinating  scientific  and  medical  advances.  You 
have  to  turn  to  such  journals  as  Nature  and  Scientific  American 
to  find  them.  But  before  long  these  advances  will  save  many 
more  lives  than  those  two  hurricanes  extinguished. 

In  coping  with  natural  disasters  caused  by  extreme  weather, 
we  are  often  the  victims  of  our  ancestors'  follies.  It  is  indeed 
strange  that  French  settlers  built  New  Orleans  in  the  middle  of 
the  Mississippi  River  delta,  inviting  inundation.  Even  the  ancient 
Egyptians  knew  better  than  to  do  that,  building  their  capital, 
Memphis  (now  Cairo),  at  the  Nile  delta's  base — the  safest  spot. 

The  great  thing  is  to  learn  from  such  events  and,  beyond 
that,  to  count  our  blessings.  The  most  important  fact  in  the 
world  today  is  that  more  than  2  billion  Chinese  and  Indians,  for 
the  first  time  in  history,  are  moving  steadily  toward  a  decent 
material  life.  They  are  doing  so  not  because  of  any  ideological 
dogma  or  miracle  but  because  the  earth  is  naturally  rich  and 
people  naturally  intelligent  and  because  at  long  last  the  Chinese 
and  Indians  are  being  allowed  to  work  industriously  for  their 
own  betterment.  The  whole  world  will  eventually  benefit  from 
this  long  overdue  self- improvement. 

So  let  us  rejoice  at  the  richness  of  our  planet  and  the 
workings  of  Providence.  F 


Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  minister  mentor  of  Singapore;  and  Ernesto  Zedillo,  director, 
Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevenfs. 
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YOU'D  THINK  PHIL  HAD  JUST  RECEIVED 
THE  HIGHeM  SCORE  IN  CLIENT  SATISFACTION 
AMONG  11  MAJOR  IT  CONSULTING  FIRMS. 


BearingPoint 

Global  Management  &  Technology  Consulting 


Much  like  Phil,  BearingPoint  works  hard  not  only  to  create,  but  also  implemd 
winning  strategies.  Our  commitment  to  this  philosophy  is  what  sets  us  apart  fro 
the  competition.  And  the  market  is  taking  notice.  BearingPoint  recently  recei\J 
the  highest  score  in  client  satisfaction  among  11  major  IT  service  firms  providi 
consulting  and  implementation  services.  Forrester  Research,  a  leading  technolc 
research  company,  published  the  score  in  -their  annual  independent  surv 
"IT  Services  Provider  Scorecard,"  July  2005.   Experience  BearingPoint.com.  J 


Digital  Rules  

Jy  Rich  Karlgaard,  publisher 


Talent  Wars 


LYING  ON  THE  DELTA  SHUTTLE  WITH  BILL  GATES  12  YEARS  AGO, 
asked,  "What  Microsoft  competitor  worries  you  most?" 

"Goldman  Sachs."  I  gave  Gates  a  startled  look.  Was  Microsoft 
bout  to  try  the  investment  banking  business?  "Software,"  he  said,  "is 
n  IQ  business.  Microsoft  must  win  the  IQ  war,  or  we  won't  have  a 
iture.  I  don't  worry  about  Lotus  or  IBM,  because  the  smartest  guys 
rould  rather  come  to  work  for  Microsoft.  Our  competitors  for  IQ 
re  investment  banks  such  as  Goldman  Sachs  and  Morgan  Stanley." 

I  spent  five  days  traveling  the  country  with  Gates,  and  he 
lust  have  talked  about  IQ  a  hundred  times.  Getting  the  bright  - 
st  bulbs  to  work  at  Microsoft  has  always  been  his  obsession.  It's 
aid  off.  Microsoft  does  close  to  $40  billion  in  sales  and  has  some 
0,000  employees.  That's  a  whopping  $650,000-plus  of  revenue 
er  employee,  topping  IBM's  sales  per  employee  twofold. 

Along  comes  Google,  with  its  revenue  run  rate  of  $6  billion  and 
bout  4,000  employees.  Google's  sales  per  employee  are  $1.5  mil- 
on,  or  2.3  times  that  of  Microsoft.  This  is  like  comparing  Babe  Ruth 
)  Home  Run  Baker.  Google  now  beats  Microsoft  in  the  IQ  war. 

One  must  state  the  obvious  here — that  IQ  is  a  touchy  subject. 
1971  Supreme  Court  ruling,  Griggs  v.  Duke  Power,  discourages 
3  tests  in  the  workplace.  Microsoft  famously  wiggled  around 
riggs  by  subjecting  job  applicants  to  verbal  brain  teasers.  For 
xample:  If  a  spider  fell  to  the  bottom  of  a  50-foot  well,  and  each 
ay  climbed  up  3  feet  and  slipped  back  2,  how  many  days  would 
take  the  spider  to  get  out  of  the  well?  (Hint:  The  answer's  not 
0  days.)  Google  grabs  its  share  of  IQ  by  nabbing  scientists  and 
igineers  from  Stanford,  MIT  and  Caltech. 

Microsoft  remains  in  the  99th  percentile  of  high-IQ  compa- 
ies.  I'd  bet  Microsoft  has  the  highest-IQ-per-employee  rate  of 


any  company  with  more  than  50,000 — or  even  20,000 — em- 
ployees in  the  world.  But  Google  now  tops  the  software  giant. 
Why?  One  reason  is  that  Microsoft's  stock  has  been  stuck  in  a 
trading  range  for  five  years.  Gone  are  the  days  when  you  could 
join  Microsoft,  work  80  hours  a  week  for  five  years  and  get  rich 
with  stock  options.  Google  has  become  the  place  to  get  rich. 

But  that  argument  goes  only  so  far.  It  can't  explain  why  Kai-Fu 
Lee,  a  Microsoft  executive,  joined  Google  this  summer — after  the 
IPO  bonanza — to  become  head  of  its  new  R&D  center  in  China. 
Microsoft  quickly  sued  Google  over  Lee's  departure,  claiming  Lee 
had  violated  a  noncompete  agreement.  (On  Sept.  13  a  U.S.  court 
let  Lee  start  his  job  at  Google.)  You  can  guess  what  Lee's  motiva- 
tion to  jump  ship  was.  At  Google  one  works  to  change  the  world; 
at  Microsoft  one  works  to  protect  the  Windows  and  Office  profit 
margins.  Which  mission  do  you  think  high-IQ  people  prefer? 

Microsoft  is  caught  in  a  classic  dilemma.  Nearly  all  of  its  $  1 2  bil- 
lion in  annual  profits  come  from  two  products — Windows  and 
Office.  These  must  be  defended  at  all  costs.  One  of  those  costs  is 
backward  compatibility.  For  example,  Windows  Vista  must  be  able 
to  run  older  versions  of  Office.  That's  a  laudable  goal,  but  it  carries 
a  huge  penalty.  Microsoft  needs  a  Russian  army  of  7,000  to  10,000 
engineers  to  grind  out  the  50  million-plus  lines  of  code  that  will 
constitute  Windows  Vista.  The  complexity  of  the  Vista  project  has 
created  its  own  management  challenges.  Last  month  Microsoft 
shook  up  its  top  ranks  in  an  attempt  to  become  faster  and  leaner. 

That  may  or  may  not  work.  For  Microsoft  the  longer-term 
challenge  is  the  one  that  keeps  Bill  Gates  up  at  night:  the  IQ  war. 
The  best  and  brightest  are  not  satisfied  to  defend  legacy.  They 
want  to  change  the  world. 


Strength  in  Pairs 


'HAT'S  THE  BEST  ADVICE  ONE  COULD 
ve  a  young  entrepreneur?  Find  a  partner 
ith  complementary  skills.  It's  no  coinci- 
ence  that  so  many  of  today's  thriving 
gh-tech  firms  began  as  partnerships. 

Bill  Hewlett  and  David  Packard  teamed 
p  in  the  1930s.  Bob  Noyce  and  Gordon 
loore  founded  Intel  in  1968.  During  the 
?70s  Bill  Gates  and  Paul  Allen  started 
licrosoft;  Steve  Jobs  and  Steve  Wozniak, 
pple  Computer;  Larry  Ellison  and  Bob 
liner,  Oracle;  Roger  Marino  and  Dick 
an,  EMC;  and  Jim  Goodnight  and  John 
ill,  SAS  Institute. 
During  the  1980s  John  Warnock  an 


David  Packard  (seated)  and  William  Hewlett 
in  1939,  testing  the  200A  audio  oscillator  in 
the  garage  in  which  Hewlett-Packard  began. 


Geschke  left  the  Xerox  Palo  Alto  Research 
Center  to  found  Adobe  Systems.  Len 
Bosack  and  Sandy  Lerner,  a  husband-and- 
wife  team  working  at  Stanford  Lmiversity, 
hatched  Cisco.  And  Scott  Cook  and  Tom 
Proulx  founded  Intuit.  The  1990s  gave  us 
Yahoo  founders  David  Filo  and  Jerry  Yang 
and  Google  founders  Sergey  Brin  and  Larry 
Page.  This  decade  has  seen  Skype,  founded 
by  Niklas  Zennstrom  and  Janus  Friis. 

Pairings  work.  The  companies  cited 
above  have  a  value  approaching  a  trillion 
dollars.  F 


d  Charles 


|  J^OrbeS  I  v'sit  R'ch  Karlgaard's  home  page  at  www.life2where.com 
|  or  e-mail  him  at  publisher@forbes.com. 
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informer  ,  

INFORMER@FORBES.COM 

His  Many  Paths  to  Wealth 


T 


Good  faith,  y'all:  McCombs. 


IHE  INTERNAL  REV- 
enue  Service  has  dis- 
allowed as  shams  two 
partnership  deals  that  San 
Antonio  billionaire  B.J. 
(Red)  McCombs  used  to 
create  $34  million  in  1999 
tax  losses.  Longtime  part- 
ner Gary  V.  Woods,  who 
booked  $11  million  in 
same-deal  losses,  has  sued 
the  feds  in  hometown  law- 
suits that  also  detail 
McCombs'  stake.  The  fil- 
ings contend  the  investment — offsetting  options  on  foreign  cur- 
rencies arranged  via  Deutsche  Bank — were  legit.  Even  if  the 
ploys  are  disallowed,  Woods  says  no  penalties  are  warranted 
because  the  pair  relied  on  "long-standing"  adviser  Ernst  & 
Young  and  also  got  a  legal  opinion  from  Jenkens  &  Gilchrist. 
Woods  told  FORBES  that  McCombs  likely  will  sue,  too,  once  a 
tax  audit  is  completed.  McCombs,  78,  got  a  $354  million  gain 
last  summer  from  selling  the  Minnesota  Vikings. — Janet  Novack 

Death,  the  Ultimate  Discount 

In  other  tax  news  involving  ex-pro  football  moguls,  heirs  of 
Rankin  S.  Smith,  Atlanta  Falcons  founding  owner  and  member 
of  the  first  Forbes  400  list  in  1982,  say  the  one-third  interest  he 
owned  at  his  1997  death  was  worth  just  $18  million,  not  the  $49 
million  the  IRS  claims.  His  estate  is  suing  in  a  federal  court  for  a 
$17  million  tax  refund.  The  family  figures  the  team  back  then 
was  worth  $152  million,  with  the  stake  the  insurance  heir  hadn't 
given  his  children  discounted  64%  for  alleged  lack  of  control 
and  marketability,  plus  loss  of  a  "key  man" — Smith.  The  feds  say 
$185  million,  with  only  a  19%  discount.  In  1998  FORBES  valued 
the  team  at  $233  million.  Rankin  paid  $8.4  million  in  1965  for 
the  expansion  franchise,  which  Home  Depot  cofounder  Arthur 
Blank  bought  in  2002  for  $545  million.  — J.N. 


Win  Some,  Lose  Some 


Jailed  insurance  scammer  Rex  K.  DeGeorge,  who  has  owed  $2.1 
million  to  Cigna  starting  with  a  fraud-related  case  he  lost  eigh) 
years  ago,  finally  is  being  forced  to  cough  up  some  cold  cash.  Iij 
1997  Cigna  had  won  a  lawsuit  based  on  claims  DeGeorge  ha<| 
intentionally  scuttled  his  Cigna-insured  yacht  off  Italy  in  1991 
(FORBES,  Sept.  15,  2003).  Turns  out  DeGeorge  had  lost  threj 
earlier  boats,  the  first  one  in  1970.  Cigna's  win  led  the  feds  to 
criminal  case  that  convicted  DeGeorge,  now  69,  of  felony  frauij 
in  2002;  he  got  7  ]h  years.  But  then  DeGeorge,  a  now-suspendeij 
Beverly  Hills  lawyer,  won  a  $440,000  back  disability  award  in  i 
civil  case  against  other  insurers  who  claimed  he  had  faked  il 
ness.  Now  the  federal  judge  in  that  case  has  ordered  $265,000  (j 
it  paid  to  Cigna  for  its  legal  fees  in  the  1 997  case.  DeGeorge,  o; 
course,  maintains  his  innocence.  — William  P.  Barret 


Stop  the  Presses! 


Three  industries  that  don't  always  get  the  best  media  coverage- 
utilities,  real  estate  and  banking — have  the  highest  corpora^ 
governance  ratings  of  the  24  company  sectors  monitored  b' 
financial  adviser  Institutional  Shareholder  Services.  Several 
obscure  firms  have  top  scores.  Among  them:  Radian  Group 
World  Fuel  Services  and  Quipp.  The  63  factors  that  ISS  weighl 
include  board  of  director  practices,  corporate  structure  an< 
compensation  schemes.  The  industry  with  the  very  lowest  oven 
all  rating:  media.  — Tatiana  Serafn 


No  Argument  There 

A  new  academic  study  says  working  can  be  an  addiction,  shar- 
ing the  same  bad  traits  as  smoking  or  excess  eating  or  drinking. 
Economics  professors  Daniel  S.  Hamermesh  of  the  University  of 
Texas  and  Joel  B.  Slemrod  of  the  University  of  Michigan  cite 
health  concerns  and  worsening  relationships  with  co-workers,  as 
well  as  adverse  economic  impact  from  the  tendency  of  worka- 
holics to  postpone  retirement.  One  proposal  they  float:  higher 
taxes  on  older  workers.  The  study  is  subtitled:  "We  Should  Not 
Have  Worked  on  This  Paper."  —  J.N.  and  W.P.B. 


the_Bi£Easy 


Fears  that  massive  federal  funding  to  rebuild  the  New  Orleans  area  will  run  into  sticky  fingers  are  not  likely  to  be  alleviated  easily, 
judging  from  these  recent  prestorm  corruption  cases  in  and  around  the  Mardi  Gras  city.  —W.P.B. 


DEFENDANT/POSITION 

ALLEGATIONS  INCLUDE 

STATUS 

Melville  Borne  Jr./nursing  home  owner 

stole  $2.4  million  in  Medicare  funds 

sentenced  to' 37  months  / 

Edwin  Burks/assistant  city  attorney 

accepted  $1,000  to  fix  traffic  tickets 

probation,  fine  rff) 

Alan  Green/state  district  judge 

solicited  gifts  from  bail  bondsman 

awaiting  sentencing 

Lillian  Smith  Haydel/insurance  broker 

paid  kickback  to  schools  official 

awaiting  sentencing 

Angela  Kirkland/'court  employee 

took  bribes  to  set  free  probationers 

fined  $3,500 

Margaret  McGinnis/Social  Security  worker 

swindled  $1.2  million  from  feds 

sentenced  to  46  months 

Maria  Carmen  Palazzo/physician 

bilked  Medicare  out  of  $650,000 

pleaded  not  guilty  V 
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nagine  if  we  discovered  a  new  resource 

ne  that  could  help  solve  the  problems  of  an  energy- 
jngry  world.  At  GE,  we  think  we've  discovered  just  that, 
'e  call  it  ecomagination.  It's  already  helped  us  create 
)me  very  forward-looking  technology  that,  maybe,  in 
ne,  can  help  make  the  water  a  little  clearer,  the  trees  a 
tie  happier,  the  sky  a  little  bluer,  and  the  world  a  little 
oser  to  the  way  it  was  made.  Just  imagine  it. 


On  My  Mind 


By  John  R.  Lott  Jr.,  resident  scholar  at  the  American  enterprise  institute 


Why  Judges  Aren't  Smarter 

The  less  sterling  a  candidate's  record,  the  more  likely  Congress  is  to  confirm. 


HARRIET  MIERS  WAS  ONE  OF  THE  SAFEST  CHOICES  PRESIDENT 
Bush  could  have  made  for  Supreme  Court  justice.  She's  likely  to 
be  confirmed  quickly  and  without  much  fuss.  I'm  not  referring 
here  to  her  politics.  According  to  a  study  of  judicial  nominations 
I  recently  completed,  the  less  distinguished  the  nominee — the 
less  intellectually  accomplished,  the  less  prolific,  the  less  impres- 
sive the  record — the  more  likely  it  is  that  he  or  she  will  be 
confirmed.  It  also  helps  to  be  old,  white  and  female. 

Both  Republicans  and  Democrats  like  to  carp  about  the 
trouble  their  nominees  must 
endure  in  the  congressional  con- 
firmation process.  I  wondered 
how  much  the  process  had 
deteriorated  and  why.  So  I  assem- 
bled data  on  the  1,576  federal 
judges  confirmed  from  the  begin- 
ning of  Jimmy  Carter's  Adminis- 
tration in  1977  through  the  end 
of  George  W.  Bush's  first  term.  I 
also  looked  at  59  Supreme  Court 
confirmations  going  back  a  cen- 
tury. To  account  for  changing  fac- 
tors like  whether  the  same  party 
controlled  the  White  House  and 
the  Senate  and  whether  the  nom- 
ination was  made  in  an  election 
year,  I  used  regression  analysis 
when  I  compiled  my  findings. 

It  is  indeed  taking  longer  to 
get  judges  confirmed  these  days, 
but  more  interesting  is  which 
nominees  sail  through  without  a 
hitch  and  which  are  stopped 
dead.  My  conclusion:  The  smart- 
er the  candidate,  the  more  bruising  the  confirmation  battle  and 
the  more  likely  the  nominee  will  be  defeated. 

Resume  items  that  confer  prestige,  such  as  rank  of  law 
school  or  high-level  clerkships,  prolong  the  time  to  confirma- 
tion. For  instance,  for  Supreme  Court  nominees,  I  found  that 
graduating  from  one  of  the  ten  best  law  schools  and  serving  on 
the  law  review  added  a  total  of  20  days  to  the  confirmation 
process.  Publishing  academic  articles  didn't  help.  Then-circuit 
court  judge  Stephen  Breyer  had  published  30  articles,  and  it  took 
73  days  to  confirm  him  for  the  Supreme  Court.  By  contrast,  Jus- 
tice Sandra  Day  O'Connor  had  published  only  one  short  law 
review  note,  and  she  was  confirmed  in  33  davs.  It  took  10  davs 


"Resume  items  that  confer  prestige,  such  as 
rank  of  law  school  or  high-level  clerkships, 
prolong  the  time  to  confirmation." 


longer  for  sitting  judges  to  be  confirmed  than  it  took  for  those 
who  were  not  already  on  the  bench. 

Using  the  work  of  scholars  like  Stanford's  Lawrence  Lessig 
and  the  University  of  Chicago's  William  Landes,  I  also  looked  all 
measures  of  quality  once  a  judge  was  on  the  bench,  including  the 
number  of  citations  to  his  or  her  opinions  and  the  number  ol 
opinions  published.  I  found  that  the  more  influential  the  judge; 
the  longer  it  took  to  be  confirmed.  For  instance,  after  accounting 
for  tenure,  I  found  that  each  1%  increase  in  citations  of  a  judge's 

opinions  increased  the  length  o| 
the  confirmation  process  for  the 
circuit  court  by  3%.  When  you 
look  at  the  data,  it  appears  thai 
fights  over  nominees  such  as 
Robert  Bork  had  much  more  tq 
do  with  their  influence  than  theii 
being  somehow  more  extreme 
than  other  nominees.  Fourtn 
Circuit  Court  of  Appeals  Judge 
James  Wilkinson  is  another  exam* 
pie  of  a  highly  cited  judge  who 
took  a  long  time  (273  days)  to  be 
confirmed. 

A  couple  of  other  surprising 
findings:  For  the  Supreme  Court 
sitting  federal  judges  took  1(1 
more  days  to  be  confirmed  than 
candidates  who  weren't  already 
on  the  bench.  Younger  nominee! 
took  longer  (one  day  per  yeai 
younger),  as  did  males  (38  days, 
and  minorities  (30  days). 

Why  have  high-quality  judi- 
cial nominees  become  so  difficul' 
to  confirm?  I  think  it's  because  those  who  oppose  a  smart  can- 
didate's political  views  worry  that  once  on  the  bench  the  smar 
judge  will  write  influential  opinions  or  even  sway  other  judges. 

Lengthy  confirmation  battles  with  high  rejection  rates  dis 
courage  Presidents  from  nominating  the  very  best  and  brightes 
and,  perhaps  just  as  important,  discourage  the  very  best  frorr 
accepting  nominations. 

Not  to  cast  aspersions  on  Harriet  Miers,  but  statistically  sh< 
looks  like  she'll  have  an  easy  ride.  She's  60,  white  and  almos 
unpublished.  She  went  to  Southern  Methodist  University  ano 
clerked  only  for  a  federal  district  judge.  Not  much  of  an  intellec 
tual  threat.  t 
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How  fragile  is  your  dream? 
How  solid  is  your  coverage? 


Relax.  You're  insured  with  Chubb. SM 

Exceptional  insurance  for  homes  •  autos  •  art  •  jewelry  •  yachts  •  business 


CHUBB 


For  information  about  Chubb  coverage,  ask  your  agent,  call  Chubb  at  1.877. 60. CHUBB  or  visit  our  Web  site  at  www.chubb.com/personal. 
refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued.  Chubb,  Box  1615.  Warren,  NJ  07061-1615. 

©  2004  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


powered  bycisco. 


Interesting  things  happen  when  voice,  video,  web  and  chat 
are  all  in  the  same  place.  A  merchant  in  Kyoto  can  replenish  a  shortage 

of  genmai  tea  before  a  store  in  Berkeley,  runs  out.  And  everything  from 
nventory  to  shipments  to  the  price  of  tea  in  China  or  Japan  can  be  made  visible. 
.  Centuries-old  tradition,  meet  IP  Communications. 
Learn  how  Cisco  is  helping  change  business  at 
cisco.com/poweredby.  . 
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urricane  Katrina  was  just 
more  grist  for  William 
Borne's  mill.  As  we  wrote  in 
our  cover  story  last  year,  the  chief 
of  home  health  care  provider 
Amedisys  thrives  on  adversity.  So 
when  the  storm  shut  down  15  of 
the  Baton  Rouge,  La.  company's 
212  agencies,  Borne  swung  into 
action,  procuring  generators, 
ordering  trailers  to  house  displaced 
employees  and  placing  $150,000 
worth  of  radio  and  newspaper  ads 
to  help  locate  employees  and 
patients.  Three  weeks  later  all  but 
two  agencies  had  reopened. 
Though  2005  earnings  may  take  a 
hit  from  the  hurricane,  since  our 
story  earnings  have  jumped  78%.  The  company  is  back  on  the  Forbes  200  Best 
Small  Companies  list  this  year.  Amedisys  has  continued  to  expand  into  new 
markets,  spending  $106  million  on  Housecall  Medical  Resources  and  its  66 
home  health  and  hospice  agencies,  and  another  $35  million  on  six  smaller 
acquisitions.  Shares  in  Amedisys  have  risen  8%  in  the  last  year.    — Luisa  Kroll 

OCTOBER  28.  2002 

Fries  With  That  Shake? 

Junk  food  is  doing  well.  Sonic  Corp.,  a  drive-in  restaurant  chain  featured  as 
a  Best  Small  Company  three  years  ago,  has  seen  a  74%  hike  in  its  share 
price  as  earnings  have  jumped  53%.  Though  new  menu  offerings  include 
healthy  fare  like  grilled  chicken,  calorie-rich  banana  cream  pie  shakes  are  still 
big  sellers.  Sonic  has  also  installed  credit  card  terminals  at  each  drive-in  stall 
because  customers  ring  up  bigger  tabs  when  they  use  plastic.    — Helen  Coster 

OCTOBER  27,  2003 


Good  Housekeeping 


Two  years  ago  we  wrote  about  the  winning  formula  that  had  landed  Jarden, 
of  Rye,  N.Y.,  on  our  Best  Small  Companies  list.  Charming  but  crafty  Chief 
Martin  Franklin  hunted  down  high-margin  household  product  busi- 
nesses that  he  could  buy  for  less  than  six  times  operating  income  and  added 
them  to  his  oddball  portfolio  of  products  like  kitchen  matches,  twine  and 
canning  jars.  We  thought  Franklin  might  have  a  tough  time  finding  more 
companies  that  fit  his  criteria.  Not  so.  With  sales  of  $1.76  billion  Jarden  has 
grown  too  big  for  our  list.  Among  Franklin's  latest  purchases:  American 
Household,  maker  of  Mr.  Coffee,  Coleman  and  Oster  brand  products,  which 
he  landed  for  $746  million.  Shares  are  up  130%  since  our  story;  Franklin's 
personal  stake  is  worth  $153  million.  — Amanda  Schupak 


FLASHBACKS 


85  YEARS  AGO  IN  FORBES  I  NOVEMBER  13.  1920 

Crime  and  Punishment 

America  goes  in  too  much  for  new  legislation 
and  not  enough  for  punishment.  We  encour- 
age crime  and  criminals  by  dealing  too  lightly 
with  them.  Half  the  time  there  are  no  arrests, 
three-fourths  of  the  time  there  are  no  convic- 
tions, and  almost  every  time  the  punishment  is 
inadequate.  America  notoriously  lags  in 
putting  grafters  into  prison.  The  grafter  usu- 
ally is  a  skunk  who  abhors  having  to  work.  The 
prospect  of  rounding  him  up  into  a  chain  gang 
would  cause  him  to  think  twice  before  laying 
himself  open  to  such  punishment. 

35  YEARS  AGO  IN  FORBES  I  DECEMBER  I.  1970 

Draft  Laughs  Not  all  pipe  dreams 

emanate  from  potheads.  Some  otherwise  saga- 
cious heads,  including  the  Head  of  this  country 
and  the  head  of  this  country's  Department  of 
Defense,  keep  talking  about  doing  away  with 
the  draft  and  having  an  all-volunteer  armed 
forces.  There  seems  little  likelihood  that  our 
three  Services  can  fulfill  their  functions  with 
much  less  than  3  million  warm  bodies.  Can 
anyone  imagine  that  number  of  volunteers  for 
the  Services? 


20  YEARS  AGO  IN  FORBES  !  APRIL  22,  1985 

Adam  Smith  Goes  to  Delhi 

India's  new  prime 
minister,  Rajiv 
Gandhi,  is  shaking 
off  a  British  legacy 
that  has  hobbled 
his  country  since 
.  its  independence. 

The  notions  that  a 
powerful  central 
government  knows 
best,  that  a  free 
market  merely  unleashes  destructive  greed, 
that  a  rigid  bureaucratic  plan  is  the  sure  path 
to  justice  and  prosperity,  held  a  vise-like  grip 
on  Nehru  and  his  successors.  Personal 
income  taxes  have  been  slashed  in  Rajiv's 
new  budget.  Estate  taxes  have  been  elimi- 
nated. Restrictions  on  business  investments 
have  been  eased.  India  still  remains  highly 
regulated,  but  the  new  trend  is  right. 
The  Indian  economy  grew  8.1%  in  the  quarter 
that  ended  June  30,  driven  by  consumer  and 
corporate  spending. 
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HERE'S  TO  THE  ROAD  WARRIORS  WITH  SPINES  OF  STEEL 

AND  DELICATE  BACKS. 
Toting  briefcases  and  carrying  barely  carry-onable  luggage  through 
a  hundred  airports.  It's  enough  to  make  a  business  traveler  tough  as  nails. 
And  weak  as  a  kitten.  Courtyard's  thicker  new  mattresses,  softer  new  pillows, 
and  suppler  new  sheets  are  designed  to  soothe  and  support  them  every  night. 

So  they  can  get  up  every  day  and  conquer  the  world. 
NEW  BEDS  AND  BEDDING  AT  COURTYARD? 
REDESIGNED  BY  BUSINESS  TRAVELERS  FOR  BUSINESS  TRAVELERS. 


reservations,  call  1-800-MARRIOTT  or  visit  Marriott.com/Courtyard. 

bedding  availability  varies  by  location 


COURTYARD 

<D  1 

Harriott  _ 


Fortifying  Crops 


Improving  Nutrition 


Science  For  A  Better  Life 


All  around  the  world,  harvests  are  under  thre; 
from  pests  and  disease.  In  many  regions,  thes 
dangers  are  also  compounded  by  enduring 
poor  conditions,  such  as  drought,  excessive  he; 
and  soil  salinization,  resulting  in  huge  losse 
Bayer  CropScience  is  working  to  minimiz 
these  problems  and  find  lasting  solutions 
productive  plants  and  varieties  that  are  bettf 
suited  to  their  environment  and  more  resilient  1 
the  stresses  of  climate  extremes. 

Bayer  CropScience  also  cultivate 
and  produces  high-quality  seeds  for  crop: 
including  tomatoes,  carrots,  cucumber; 
onions  and  melons,  and  conducts  researc 
into  boosting  properties  of  crops  that  ar 
beneficial  to  health.  With  the  goal  of  achievin 
long-term  improvements  in  human  nutritiot 
www.bayer.com 
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ENERGY 


Gasp 

The  spike  in  natural  gas 
prices  has  industrial 
America  struggling  for  air. 
By  Christopher  Helman 

ORPORATE  EXECUTIVES  LIKE  TO 
toss  around  the  word  "crisis" 
when  they  want  Congress  to  do 
something  for  them.  And  so  it  is 
with  the  chemical  industry, 
/hich  is  getting  hammered  by  natural  gas 
prices,  which  have  doubled  in  the  last  12 
months  to  $14  per  million  BTUs.  "The  U.S. 
is  in  a  natural  gas  crisis,"  Dow  Chemical 
Chief  Executive  Andrew  Liveris  testified  to 
a  Senate  committee  Oct.  6.  "The  hurricanes 
have  dramatically  underscored  this  prob-  j 
lem,  but  they  did  not  cause  it." 

Liveris  isn't  just  talking.  The  chemical 
industry,  the  nation's  largest  consumer 
natural  gas,  both  for  energy  and  as  a  ch 
ical  feedstock,  is  rapidly  moving  offshore 
in  search  of  cheaper  gas — and  taking  jebs 
and  capital  with  it.  The  potential  b/c*v  is 
enormous.  The  industry  sells  $500  bMuon  a 
year  of  plastics,  films  and  resins  thatanake 
up  thousands  of  consumer  product/.  It  di- 
rectly employs  885,000  people  in  tae  U.S. 
Dow,  for  instance,  has  shur  26  ineffi- 
it  plants  in  North  America/since  2002, 
ring  production  to  nations  wnere  gas  is 
plentiful,  like  Kuwait  (at  $1.35  per  million 
BTUs)  and  Argentina  (Stf.tfO).  It  has 
launched  joint  ventures  to/build  new  fac- 
tories in  Oman  ($1)  and  Qatar  (70  cents). 
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Earlier  this  year  Dow  moved  to  hedge  fu- 
ture gas  demand  at  its  giant  Freeport,  Tex. 
complex  by  investing  in  a  liquefied  natural 
gas  import  terminal. 

The  global  chemical  industry  has  120 
projects  under  way,  with  capital  investment 
of  $1  billion.  Just  one  is  in  the  U.S.,  while  50 
are  in  China  (where  gas  is  $4.85),  and  many 
of  the  rest  are  in  the  gas-rich  Middle  East. 
"How  can  I  recommend  investing  here?" 
Liveris  asked  the  Senate. 

The  crunch  hitting  the  chemical  indus- 
try is  already  squeezing  industrial  America, 
and  consumers  will  notice.  Makers  of  plas- 
tic bottles  for  water  and  milk,  for  example, 
have  faced  a  shortage  of  high-density  poly- 
ethylene since  the  hurricanes.  In  early  Oc- 
tober Goodyear  Tire  &  Rubber  announced 
that  a  shortage  of  natural-gas-derived  rub- 
ber had  forced  it  to  cut  back  production  at 
its  North  American  tire  plants  by  30%. 
Clorox,  which  uses  plastics  for  bleach  con- 
tainers and  its  Glad  trash  bags,  plans  to  off- 
set higher  materials  costs  by  hiking  prices  in 
January  on  40%  of  products.  Newell  Rub- 
bermaid has  switched  to  making  household 
products  that  use  less  resin  (seep.  56). 

This  ugly  situation  is  probably  going  to 
get  worse.  Fall  is  when  gas  pipeline 
companies  build  up  their  stockpiles  for  the 
winter  heating  season.  Current  stocks  are 
151  billion  cubic  feet  less  than  at  the  same 
time  last  year,  and  it  looks  like  the  nation 
will  enter  winter  with  3. 1  trillion  cubic  feet 
in  storage  versus  last  year's  3.3  trillion.  A 
cold  winter  could  draw  stocks  all  the  way 
down  to  the  500  billion  cubic  feet  the 
pipeline  network  must  maintain  just  to  stay 
pressurized. 

If  the  inventory  slides  too  close  to  500 
billion  feet,  industrial  users  would  be 
'ldered  to  curtaii  use  in  order  to  safe- 
guard supplies  for  home  heating.  But 
lose  supplies  won't  come  cheap.  The 
Energy  Department  estimates  that 
leowners  will  pay  70%  more  for  nat- 
ura\gas  this  winter,  boosting  the  average 


front 

winter  heating  bill  to  $1,700. 

What  does  industry  want?  More  do- 
mestic supply,  which  means  quick  assur- 
ance that  Congress  will  open  gas-rich 
acreage  on  the  Outer  Continental  Shelf.  "If 
not,"  says  Jack  N.  Gerard,  president  of  the 
American  Chemistry  Council,  "companies 
will  have  to  start  making  those  tough  deci- 
sions"— firing  their  factory  workers,  that 
is.  Right  now  the  U.S.  produces  84%  of  the 
natural  gas  it  consumes,  with  most  of  the 
rest  coming  from  Canada. 

The  House  is  considering  legislation 
that  would  end  the  federal  moratorium  on 
offshore  drilling  along  much  of  the  Outer 
Continental  Shelf  (excluding  certain  envi- 
ronmentally and  politically  sensitive 
stretches  of  Florida  and  Alaska).  It  would 
hand  state  legislatures  drilling  authority 
and  half  of  any  federal  royalties  or  revenues 
from  drilling. 

Industry  would  also  welcome  any  law 
that  would  make  it  easier  to  win  approval 
for  construction  of  marine  terminals  for 
the  import  of  liquefied  natural  gas.  For 
now,  coast  dwellers  are  able  to  use  the  pub- 
lic's not  entirely  rational  fear  of  fireballs 
and  environmental  impact  to  block  plans 
for  LNG  terminals.  "They  have  to  get  over 
it,"  says  Paula  Reynolds,  chief  executive  of 


UnderPressure 


Some  winners  and  losers  from  high  natural  gas  prices. 

WINNERS 

PRICE 

REASON 

CHENIERE  ENERGY 

$37.35 

liquefied  natural  gas  terminals 

DAEWOO  SHIPBUILDING 

21.98 

builds  liquefied  natural  gas  tankers 

PEABODY  ENERGY 

74.65 

biggest  coal  company 

WEATHERFORD  INTERNATIONAL 

63.30 

repairs  gas  wells 

LOSERS 

EXELON 

52.02 

in  electricity  rate-hike  fight 

GOODYEAR  TIRE  &  RUBBER 

14.14 

raw  materials  shortage 

Prices  as  of  Oct  10.  Source:  Wor/dscope  via  FactSet  Research  Systems. 

AGL  Resources.  "The  East  Coast  is  not  all 
pristine  waterfront.  There's  a  lot  of  brown- 
field  sites  on  the  coast  in  close  proximity 
to  gas  pipelines."  There  will  be  no  short- 
age of  gas  to  load  onto  the  ships.  In  Qatar 
energy  companies  are  spending  $50  billion- 
plus  on  LNG  facilities,  including  $12  billion 
by  ExxonMobil  and  $6  billion  by  Chevron. 

Another  possible  fix  for  the  long  run: 
coal  gasification.  Coal  miner  Peabody  En- 
ergy in  early  October  paid  $6  million  for  a 
30%  interest  in  Econo-Power  International, 
which  makes  machines  that  turn  coal  into 
synthetic  natural  gas. 

Government  response  so  far  has  been 
to  urge  conservation.  The  Department  of 


Energy  will  soon  dispatch  teams  of  energy 
engineers  to  the  nation's  200  most  energy- 
hungry  factories  and  encourage  their  own- 
ers to  follow  the  engineers'  recommenda- 
tions on  reducing  juice  use. 

But  $14  gas  gets  people's  attention  even 
faster  than  a  pamphlet  from  the  DOE. 
Energy  adviser  Mobius  Risk  Group  of 
Houston  has  worked  for  three  years  with 
Harrah's  to  implement  $20  million  worth 
of  energy-efficiency  improvements  at  casi- 
nos and  resorts.  Because  factories  are  built 
to  manufacture  goods,  not  conserve  energy, 
"most  of  corporate  America  uses  20% 
more  energy  than  it  needs  to,"  says  Mobius 
partner  Richard  Palmer. 


Plastic  Is  Out 


In  2001  Joseph  Galli  swooped  in  as  chief  exec- 
utive of  housewares  conglomerate  Newell 
Rubbermaid  with  big  plans  for  the  top  line. 
Then  Newell  had  $7  billion  in  revenue  from 
pens,  pots,  dustpans  and  whatnot  but  little  in 
the  way  of  growth  from  new  products.  "There 
is  no  reason  this  can't  be  a  $50  billion  com- 
pany," he  said,  spinning  plans  of  a  new  Nascar 
sponsorship,  lots  of  TV  advertising  and  Wal- 
Marts  full  of  Sharpie  pens  and  Roughneck  trash  cans. 

What  he  didn't  talk  about  was  the  price  of  oil.  As  of  2003, 
Newell  Rubbermaid  was  spending  $600  million  a  year  to  buy 
1.6  billion  pounds  of  petroleum-based  resin,  or  8.6%  of  sales. 

Today  oil  is  Topic  A  at  Newell,  where  revenue  is  now  less 
than  $7  billion,  sales  from  new  products  have  declined  in  four 
of  the  past  six  quarters  and  profit  has  vanished  since  Galli 
arrived.  His  restructuring— 41  factories  closed,  12,000  jobs 
cut— produced  $145  million  a  year  in  savings,  but  the  oil  spike 
wiped  that  out  and  then  some.  "Who  knew  oil  was  going  to  go 
bananas?  I  didn't.  I  missed  it,"  says  Galli. 


By  2003  hundreds  of  plastic  items,  like  39- 
cent  dust  pans  and  $3.69  18-gallon  totes,  were 
costing  more  to  make  than  their  retail  price. 

So  Galli  decided  to  kick  the  oil  habit.  His  goal 
now  is  to  cut  resin  consumption  in  half,  to  700 
million  pounds  by  2008.  He  dumped  plastic-heavy 
businesses  worth  $1  billion  in  revenue,  such  as 
picture  frames,  European  housewares  and  Little 
Tikes  plastic  playgrounds.  Some  1,200  Rubber- 
maid plastic  gewgaws  like  45-cent  ice  cube  trays 
are  gone  for  now.  Due  out  in  coming  months  is  an 
array  of  200  products  using  alternative  materials:  totes,  laun- 
dry hampers  and  trash  cans  made  from  aluminum,  wicker, 
canvas,  sea  grass.  There'll  be  a  new  $15  tote  made  of  a  curious 
blend  of  plastic  and  cedar  sawdust. 

Galli  spent  $730  million  acquiring  the  Dymo  labelmaker 
business  and  $460  million  on  Irwin  hand  and  power  tool 
accessories,  among  other  acquisitions.  All  these  businesses 
are  growing  at  least  5%  a  year,  with  gross  margins  above  30%. 
And  they  don't  use  much  plastic.  "I  think  resin  going  up  was  a 
blessing  for  the  company,"  says  Galli.  "Brands  are  harmed  by 
40-cent  pencil  cups."  —Bruce  Upbin 
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Retirement  is  like  a  second 
childhood.  Now,  what  do  you 
really  want  to  be  when  you 
grow  up? 
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>w  ironic.  Retirement,  it  seems,  is  the  fountain  of  youth. 

le  Personal  Advisors  of  Ameriprise  Financial  work  with  you  one-on-one, 
ce-to-face  from  day  one  to  help  you  plan  the  retirement  you  want.  With  more 
rtified  financial  planner™  professionals  than  any  other  company, 
i're  ready  to  provide  the  solutions  to  help  optimize  your  financial  future. 

ur  Ameriprise  financial  advisor  will  design  a  customized  financial  plan  so  you 
n  feel  like  a  kid  again  and  focus  on  what's  next. 

ill  1-800-Ameriprise  today  for  a  complimentary  initial 
nsultationorvisitusatameriprise.com.* 

•*  The  Personal  Advisors  of  Jyjj 

Ameriprise  * 
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American  Express  Financial  Advisors 


initial  consultation  provides  an  overview  of  financial  planning  concepts.  You  will  not  receive  written  analysis  and/or  recommendations, 
sncial  advisory  services  and  investments  available  through  Ameriprise  Financial  Services,  Inc.,  Member  NASD  and  SIPC.  RiverSource  ' 
jrance  and  annuities  issued  by  IDS  Life  Insurance  Company,  and  in  New  York,  IDS  Life  Insurance  Company  of  New  York,  Albany,  NY.  These 
ipanies  are  part  of  Ameriprise  Financial,  Inc.  Ameriprise  Financial  is  no  longer  owned  by  American  Express  Company.  CERTIFIED  FINANCIAL 
NNER  is  a  trademark  owned  by  CFP  Board.   ©2005  Ameriprise  Financial,  Inc.  All  rights  reserved. 
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GIVEAWAY 

Moral  Hazard 

A  surprising  thing  happens 
when  the  government  dishes 
out  heavily  subsidized 
pension  insurance:  People 
use  it  By  Bernard  Condon 


THE  BANKRUPTCIES  OF  DELPHI,  DELTA 
and  Northwest  threaten  to  dump  $  1 5 
billion  of  unfunded  pensions  on  the 
Pension  Benefit  Guaranty  Corp.,  making  a 
taxpayer  bailout  of  the  beleaguered  govern- 
ment agency  more  likely.  The  PBGC  was  re- 
sponsible for  $62  billion  in  pension  obliga- 
tions last  fiscal  year,  $23  billion  more  than  it 
had  to  pay  them.  How  did  it  get  into  this 
mess?  Because  the  PBGC,  its  hands  tied  by 
Congress,  collects  too  little  in  premiums.  It 
also  doesn't  help  that  politicians  are  spend- 
ing other  people's  money,  allowing  compa- 
nies at  risk  of  default  to  behave  recklessly. 
Here  are  some  tried-and-true  methods  for 
taking  advantage  of  the  PBGC  giveaway. 


What,  Me  Worry?  In  March  2002  money- 
losing  United  Airlines  increased  retire- 
ment pay  45%  for  much  of  its  ground 
crew,  even  though  its  pension  was  already 
25%  underfunded.  Nine  months  later  it 
declared  bankruptcy.  PBGC  was  eventually 
handed  a  $6.6  billion  bill. 
Rosy  Scenario  To  keep  pension  expenses 
low,  junk-rated  Westpoint  Stevens  said  in 
2002  that  money  set  aside  for  retirees 
could  return  9%  a  year.  Warren  Buffett's 
estimate  for  his  company:  6.5%.  Westpoint 
went  bust  in  2003.  PBGC  was  forced  to 
cover  a  $286  million  gap  in  pension  funds. 
Deal  With  It  Later  For  years  Bethlehem  Steel 
set  little  aside  for  retirees.  So  when  the  com- 


pany dumped  its  pension  on  the  PBGC  soo 
after  filing  for  bankruptcy  in  2001,  it  wa 
55%  underfunded.  Total  bill:  $3.7  billion. 
A  Bird  in  Hand  In  1 999  Polaroid  had  a  $28l 
million  pension  surplus,  as  measured  I 
GAAP.  It  could  have  locked  in  that  surplu 
by  switching  from  equities  to  bonds.  It  did 
n't.  Maybe  it  was  simply  blind  to  the  risk 
But  gambling  also  allowed  it  to  estimati 
big  pension  gains,  boosting  corporate  profi 
its — as  much  as  tripling  the  total  for  199' 
and  2000.  Stocks  continued  to  fall,  though 
and  the  camera  maker  declared  bank 
ruptcy  in  2001.  The  PBGC  was  forced  U 
make  up  a  $324  million  pension  shortfall 
Not  My  Problem  In  late  2001  bankrup 
LTV  started  closing  steel  plants,  trigger 
ing  a  special  10%  boost  to  worker  pen 
sions  under  an  earlier  management  com 
cession  to  unions.  It  was  easy  to  b* 
generous:  It  wasn't  required  to  set  asid< 
money  for  this  shutdown  benefit  undei 
a  quirk  in  the  pension  rules.  PBGC's  bill 
when  it  took  over  four  months  laterj 
$2.2  billion. 


INDULGENCES 


Global  Warming  for  Dummies 

Even  you  can  stop  climate  change— for  a  small  donation. 
By  Tomas  Kellner 


ACKED  WITH  GUILT  THAT  YOUR 
SUV  or  private  plane  may  have 
helped  trigger  climate  change 
and  set  off  Hurricane  Katrina? 
No  worries.  For  a  small,  tax- 
deductible  donation,  the 
Conservation  Fund,  a  busi- 
ness-friendly environmen- 
tal group,  will  let  you  neu- 
tralize your  personal  carbon 
dioxide  "footprint"  by  planting 
trees.  "It's  not  a  get-out-of-jail-free  card," 
says  Lawrence  Selzer,  the  fund's  chief  exec- 
utive. "But  it  is  a  way  to  pay  for  your  sins." 

The  fund  has  built  an  online  personal 
carbon  dioxide  calculator  that  figures  out 
your  annual  CO:  exhausts  by  adding  up 
your  home  energy  use,  transportation,  air 
travel  and  waste.  It  also  calculates  the 
number  of  trees  you  need  to  plant  to  neu- 
tralize your  impact  on  the  climate  change. 
Using  government  statistics,  the  fund  fig- 


ures that  a  tree  gobbles  up  1.33  tons  o 
CO2  over  70  years.  But  no  need  to  plan 
those  trees  yourself.  Just  use  your  credii 
card  to  pay  the  fund  $2  for  each  tree  tc 
plant,  plus  $5  for  an  administrative  fee. 

Selzer  is  counting  on  his  200  clien 
companies,  including  British  Petroleurra 
ExxonMobil,  American  Electric  Powe 
and  Anheuser-Busch,  to  adopt  and  pro- 
mote the  "Go  Zero"  program.  DuPoni 
has  signed  up.  Linda  Fisher,  DuPont's 
chief  sustainability  officer,  whose  carbon 
footprint  is  48  tons  per  year,  offset  by  3^ 
trees  worth  $79,  says  the  tool  turns  the 
spotlight  on  the  individual.  "We  have 
tendency  in  this  country  to  think  aboul 
pollution  as  something  that  industry 
deals  with,"  she  says. 

Dan  W.  Lufkin,  a  founder  of  Donald- 
son, Lufkin  &  Jenrette,  is  another  carbon 
sinner — 35  tons,  26  trees,  $57 — who 
wants  to  come  clean.  "You  can  do  some- 
thing and  make  a  statement  with  concrete 
terms,  rather  than  just  ranting  and  rav- 
ing," he  says. 

Selzer  hopes  Go  Zero  will  fetch  at 
least  $10  million  over  the  next  year  from 
the  sale  of  indulgences.  F 


it's  the  effect  of  Societe  Generale  financial  services. 


>ing  an  expert  bank  means  opening  the  way  to  success.  Driven  by  its  professionalism,  Societe  Generale  now 
Workforce  of  93,000  in  80  countries  and  has  become  steadily  stronger  in  its  three  key  fields,  offering  its  customers 
hore  means  to  increase  their  performance.  With  more  than  1 7  million  customers'11  in  retail  banking,  326  billion 
r  managed  by  global  investment  management  and  services  and  a  confirmed  worldwide  leadership  in  corporate 
vestment  banking  (euro  capital  markets,  derivatives  and  structured  finance),  Societe  Generale  has  become  a 
iioice  partner  for  its  customers  around  the  world.  If  you  too,  have  a  taste  for  growth,  you  will  soon  see  what 
pciete  Generale  red  and  black  effect"  can  do  for  you.  (1)  at  31/03/05.  www.socgen.com 

Senerale  is  authorised  by  Banque  de  France  and  the  Financial  Services  Authority,  and  is  regulated  by  the  Financial  Services  Authority  for  conduct  of  UK 
In  the  United  States,  certain  securities,  underwriting,  trading,  brokerage  and  advisory  activities  are  conducted  by  Societe  Generale  Group's  wholly-owned 
ies  SG  Americas  Securities,  LLC,  and  SG  Cowen  &  Co.,  LLC.  both  registered  broker-dealers  and  members  of  NYSE,  NASD  and  SIPC. 
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ONE  COUNTRY, 
ONE  STOCK 
EXCHANGE 

Credit  China's  Communists  for  one 
of  capitalism's  anomalies:  The  Hong 
Kong  Stock  Exchange  will  surpass 
Nasdaq,  London  and  Tokyo  to  raise 
more  money  in  initial  public  offer- 
ings this  year  than  any  place 
besides  the  New  York  Stock 
Exchange.  Its  biggest  deal,  coming 
soon,  is  expected  to  be  a  $7.7  billion 
offering  from  China  Construction 
Bank,  which  would  bring  its  total  to 
$25  billion. 

It  used  to  be  that  big  Chinese 
companies  like  Sinopec  sold  Ameri- 
can Depositary  Receipts  on  the 
New  York  Stock  Exchange.  Now 
these  Red  IPOs  are  staying  close  to 
home  in  Hong  Kong,  partly  because 
Sarbanes-Oxley  regs  have  made 
listing  in  New  York  a  hassle,  Asian 
bankers  say.  The  Hong  Kong 
exchange  is  likely  to  continue  its 
run— $20  billion  worth  of  state- 
owned  Chinese  banks  are  coming 
to  market  in  the  next  12  months. 

—Robyn  Meredith 


POTBOILER 

Bankrupt 

Those  lumbering  airline  and 
auto  industry  restructurings  are 
boring.  For  excitement,  turn  to 
the  FiberMark  bankruptcy  case. 
By  Peter  Lattman 

IN  HER  FIVE  YEARS  ON  THE  BENCH 
Judge  Colleen  Brown  of  the  U.S.  Bank- 
ruptcy Court  in  Vermont  had  never 
presided  over  such  a  controversial,  "ugly" 
Chapter  1 1  proceeding.  How  nasty  did 
things  get  in  the  bankruptcy  of  FiberMark, 
a  specialty  materials  manufacturer  in  Brat- 
tleboro,  Vt.?  Here's  how  she  described  the 
findings  of  an  independent  examiner 
hired  to  investigate. 

The  report,  she  said,  "reveals  Machi- 
avellian thoughts  gone  awry,  shocking 
breaches  of  fiduciary  duty  ...  well- 
respected  professionals  losing  their  ethical 
compass  in  a  storm  of  power  plays  . . .  the 
thirst  for  power  derailing  the  reorganiza- 
tion process ....  " 

While  the  rest  of  the  nation  is  read- 
ing Freakonomics  and  1776,  the  Wall 
Streeters  who  make  their  living  feeding 
off  the  carcasses  of  bankrupt  companies 
are  poring  over  "In  Re:  FiberMark — 
Report  of  Harvey  R.  Miller,  as  Exam- 
iner." The  scathing  322-page  report  by 
Miller  accuses  units  of  two  big  financial 
institutions — American  International 
Group  and  Principal  Financial  Group — 
and  an  influential  law  firm,  Akin  Gump 
Strauss  Hauer  &  Feld,  of  scheming  to 
smear  another  creditor  in  an  under- 
handed attempt  to  grab  control  of  the 
reorganized  company.  Wrote  Miller,  a 
leading  bankruptcy  lawyer  and  now  vice 
chairman  of  investment  bank  Greenhill 
&  Co.:  "The  simple  uncomplicated  case 
of  FiberMark  turned  into  one  of  the 
worst  examples  of  a  Chapter  1 1  reorga- 
nization gone  awry." 

FiberMark,  a  former  Boise  Cascade 
division  spun  out  in  a  1989  management 
buyout,  filed  for  bankruptcy  in  March 
2004,  reporting  assets  of  $400  million. 
The  reorganization,  said  Miller,  soon 


Exposing  deceit:  court  examiner  Harvey  Milla 

evolved  into  "a  state  of  war." 

The  combatants  were  FiberMarH 
bondholders  AIG  Global  Investment 
Post  Advisory  Group  and  Silver  Poin 
Capital.  All  are  distressed-trading  firm; 
that  purchased  85%  of  FiberMark  deb 
in  the  secondary  trading  market.  Th< 
three  creditors  are  also  among  the  dis 
tressed  arena's  most  powerful  players 
AIG  Global  is  the  investment  division  o 
insurance  giant  American  Internationa 
Group;  Post  Advisory  is  Principa 
Financial's  distressed-trading  arm,  rui 
by  Lawrence  Post,  a  former  Michae 
Milken  lieutenant  at  Drexel  Burnhan 
Lambert;  and  Silver  Point  is  a  $4  billioi 
hedge  fund  run  by  Edward  Mule  anc 
Robert  O'Shea,  former  Goldman  Sach 
partners. 

The  reorganization  stalled  over  whc 
would  control  the  company  postbank 
ruptcy.  With  creditors  at  a  standstill  Pos 
and  AIG  leveled  an  incendiary  charg< 
that  Silver  Point  had  engaged  in  inside 
trading,  using  confidential  informatior 
it  had  obtained  as  a  member  of  tht 
committee. 

Nonsense,  concluded  Miller.  Hi 
asserted  that  AIG  and  Post  fabricated  tht 
insider-trading  charge  to  gain  bargain 
ing  leverage  over  Silver  Point,  whicl 
controlled  the  most  debt  of  the  threi 
creditors. 

Miller  contended  that  AIG  and  Post' 
eventual  goal  was  to  gain  veto  power  ove: 
company  decisions,  despite  holding  ; 
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minority  of  total  debt.  That,  Miller  said, 
amounted  to  a  breach  of  fiduciary  duties 
because  they  were  acting  in  their  own 
interests  rather  than  the  committee's. 
Miller  singled  out  Thomas  Musante, 
AIG's  point  person  in  FiberMark,  for 
behaving  the  most  reprehensibly.  "Tom 
the  Bull,"  as  Miller  called  him,  viewed  the 
Chapter  1 1  process  as  a  "war  game  with 
winners  and  losers." 

Miller  saved  some  of  his  harshest 
words  for  Akin  Gump,  counsel  to  the 
creditors  committee.  Miller  accused 
Akin  Gump  of  pandering  to  AIG  and 
Post  rather  than  representing  all  the 
creditors.  The  report  concluded  that 


Akin  partner  Fred  S.  Hodara  helped 
orchestrate  AIG  and  Post's  smear  cam- 
paign against  Silver  Point,  using  behav- 
ior "difficult  to  comprehend." 

Miller  said  the  shenanigans  delayed 
FiberMark's  emergence  from  bankruptcy 
for  months,  at  a  cost  of  $1  million  a 
month  (it  has  paid  a  total  of  $25  million  in 
restructuring  expenses).  Miller  recom- 
mended that  AIG  and  Post  pay  $8.4  mil- 
lion to  the  other  creditors  (later  cut  by  half 
in  the  settlement)  and  asked  that  the  court 
disallow  a  "significant  portion"  of  $2.1 
million  in  fees  earned  by  Akin  Gump  (it's 
billed  for  a  total  of  $5  million).  The  court 
hasn't  yet  ruled  on  that. 


The  two  firms  agreed  to  sell  their  entire! 
claims  to  Silver  Point  at  a  discount,  giving 
them  less  of  a  recovery  than  any  othei 
creditor.  FiberMark  plans  to  emerge  from 
bankruptcy  by  early  next  year. 

AIG  and  Post  issued  nearly  identical 
statements  saying  that  they  disagreed 
with  Miller's  findings  but  settled  the  cast, 
to  put  the  matter  behind  them.  Akin 
Gump  also  said  it  disputes  the  report  - 
conclusions. 

Akin  Gump  has  moved  on,  apparently 
unscathed.  Last  month  Delta  Air  Lines' 
creditors'  committee  selected  it  as  its 
counsel,  awarding  it  one  of  the  year's  most 
lucrative  restructuring  assignments.  F 


NUMBERS  GAME 


A  Shocking  Defense 

New  court  documents  contain  awkward  disclosures  for 
the  president  of  stun  gun  maker  Taser  International. 

By  Elizabeth  MacDonald 


TASER  INTERNATIONAL,  THE  UNDER- 
siege  stun  gun  maker  whose  stock 
soared  sixtyfold  in  three  years  only 
to  plunge  80%  amid  short-seller  raids, 
shareholder  class  actions  and  wrongful- 
death  lawsuits,  has  had  another  shock  to 
the  system. 

Newly  unsealed  court  documents  in  a 
personal  injury  case  against  Taser  have  Pres- 
ident Thomas  Smith  detailing  which  cur- 
rent and  former  cops  got  stock  options  in 
Taser  in  exchange  for  essentially  endorsing 
its  line  of  guns,  which  temporarily  paralyze 
suspects  with  a  blast  of  electrical  currents. 

The  options  controversy  first  erupted 
in  2004,  when  President  George  W.  Bush 
picked  Bernard  Kerik,  the  former  New  York 
City  police  commissioner,  to  run  the 
Homeland  Security  Department.  It  then 
emerged  that  Taser  had  paid  Kerik  85,000 
options  to  join  its  board.  Kerik  says  he  pro- 
moted the  gun  to  law  enforcement  and 
made  more  than  $6  million  on  the  options. 
Taser  had  repeatedly  refused  to  disclose 
which  other  cops  got  the  stock  incentives. 

But  in  September  an  Arizona  state 
court  judge  unsealed  records  in  a  lawsuit 
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filed  by  SEC  Insight,  a  research  firm  in  Ply- 
mouth, Minn.,  And  the  Arizona  Republic 
newspaper.  The  records  show  Taser  handed 
out  almost  30,000  stock  options  to  1 1  peo- 
ple from  2001  to  2003,  when  Taser  shares 
ranged  from  a  low  of  3 1  cents  to  a  high  of 
$8.  The  options,  valued  at  $2 10,000  when 
they  were  issued,  would  have  risen  in 
value  as  Taser  shares  climbed  as  high  as 
$33  by  December  2004. 

Seven  of  the  1 1  recipients  are  current 
and  former  police  officers:  All  were  in  cities 
that  bought  stun  guns.  In  Seattle,  Wash,  and 
Chandler  and  Glendale,  Ariz,  police  de- 
partments bought  Tasers  during  the  options 
handouts.  In  Sacramento,  Calif.,  New  York 
City  and  Austin,  Tex.  departments  had 
bought  the  stun  guns  before  the  cops  got 
involved.  The  officers  could  not  be 
reached  for  comment.  Victoria,  B.C.  also 
bought  Tasers. 

Five  of  the  cops  served  on  a  Taser  ad- 
visory board  on  training  police  depart- 
ments nationwide  to  use  the  stun  gun, 
resulting  in  some  sales.  One  officer  in 
Chandler  was  accused  by 
his  superiors  of  a 


conflict  of  interest;  the  complaint  was 
dropped.  Still,  "How  can  it  not  be  a  conflict 
of  interest  for  Taser  to  use  options  as  pay- 
ola to  police  officers  or  medical  experts, 
who  then  plug  the  company's  product?" 
says  John  Gavin,  president  of  SEC  Insight. 

The  disclosures  are  another  annoy- 
ance for  Taser,  of  Scottsdale,  Ariz.,  which 
also  contends  with  an  accounting  investi- 
gation by  the  Securities  &  Exchange 
Commission,  two  class  actions  and  32 
personal-injury  torts,  13  of  which  allege 
wrongful  deaths. 


Stunned: 
Taser  President 
Tom  Smith  is 
on  the  defensive 
about  conflicts 
of  interest. 


affront 

The  latest  court  filings  also  show 
Taser  gave  775  stock  options  to  Darren 
Laur,  a  Victoria  law  enforcement  official, 
for  designing  a  gun  holster.  Laur  co-wrote 
two  medical  reports  praising  the  safety  of 
the  stun  gun.  Taser  touts  both  reports  on 
its  Web  site  without  revealing  that  Laur 


held  options.  Laur,  who  exercised  and 
sold  his  options  in  2003,  says  he  made  his 
superiors  aware  of  his  holdings  and  made 
the  disclosure  in  a  separate  study. 

Smith  defends  the  options  payments, 
saying  Taser  "didn't  have  the  cash  flow 
needed  to  pay  these  officers  to  do  free  train- 


ing work."  He  also  admitted  in  court  that  h 
didn't  know  whether  Taser  has  a  code  c 
ethics  or  what  it  says.  For  that  he  need  onlj 
read  the  Taser  Web  site:  It  says  all  employee 
are  expected  to  read,  understand  and  up 
hold  the  ethics  policy  and  "avoid  situation 
where  a  conflict  of  interest  might  occur." 


FAMILY  FEUD 

Honey, 
I  Shrunk 
The  Trust 

Patricia  Davis  Raynes  says 
her  famous  father  plundered 
her  inheritance,  then  died 
nearly  broke  By  Dirk  Smillie 

SIX  MONTHS  AFTER  OIL  TYCOON 
Marvin  Davis  died  last  fall,  Davis'  el- 
dest daughter,  Patricia  Davis  Raynes, 
met,  she  says,  with  a  family  financial  ad- 
viser who  made  an  astounding  claim:  The 
Davis  family  fortune,  estimated  by  FORBES 
at  $5.8  billion  in  2004,  had  dwindled  to  al- 
most nothing.  Raynes'  trust  was  so  depleted 
that  the  $125,000  monthly  payouts  she  re- 
ceived would  have  to  end.  They  soon  did. 

That  didn't  add  up  to  Raynes,  who 
claims  her  trust  was  worth  $220  million  in 
1995.  Last  month  Raynes,  53,  filed  a  blister- 
ing, 169-page  lawsuit  alleging  her  father 
looted  her  trust  and  forged  her  name  on 
trust  documents  to  maintain  control  of  the 
money  after  she  turned  21.  The  suit  claims 
that  Marvin  pressured  her  to  legally  sanc- 
tion such  changes,  and  when  she  didn't,  he 
beat  her.  Raynes  names  her  mother,  Bar- 
bara, two  brothers  and  two  sisters  as  co- 
conspirators. Her  lawyer:  power  attorney 
David  Boies. 

A  Davis  family  friend  terms  the  entire 
lawsuit  "preposterous"  and  calls  the  assault 
allegation  a  "vicious  lie,"  saying  Raynes 
has  received  plenty:  "The  Davis  family 
trusts  have  paid  out  close  to  $100  million 
to  Patty." 

Raynes  is  a  Hamptons  socialite,  best 
known  for  attending  charity  balls,  compet- 
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ing  in  Long  Island  horse  shows  and  spend- 
ing time  with  friends  Ricky  and  Kathy 
Hilton  (Paris'  parents).  Her  husband,  Mar- 
tin, is  a  New  York  real  estate  developer  who 
blames  Marvin  for  failing  to  bail  him  out 
when  he  declared  bankruptcy  in  1991. 

Her  trust  was  created  by  her  grandfa- 
ther, Jack  Davis,  in  1967.  Its  sole  trustee  was 
Marvin.  Raynes'  suit  claims  her  father  used 
her  trust  like  a  piggy  bank,  illegally  bor- 
rowing millions  to  use  as  venture  capital 
and  shifting  investment  losses  to  the  trust. 
For  instance,  she  claims  that  in  1992  her  fa- 
ther shifted  19%  of  losses  in  a  stalled  Santa 
Monica,  Calif,  office  park  to  her  trust. 

Using  other  people's  money  has  been 


a  hallmark  of  Davis'  empire,  goinj 
back  to  his  days  as  a  wildcatte 
succeeding  to  his  father's  oil  busi 
ness.  He  shielded  Davis  Oil  fron 
losses  by  having  investors  assum< 
risk  for  his  wells.  Davis  financed 
his  acquisition  of  Twentieth  Cen 
tury  Fox  in  1981  with  bank  loan 
and  an  investment  from  fugitivi 
Marc  Rich.  He  sold  it  in  1985. 

Davis  stayed  in  the  limeligh 
with  dozens  of  takeover  bids  fo 
the  likes  of  CBS,  United  Airline 
and  Vivendi  Universal.  The  Rayne 
suit  says  Davis  used  money  fron 
her  trust  to  fund  such  "phony: 
takeover  attempts. 

The  suit  claims  this  spending  ulti 
mately  forced  the  Davises  into  a  casl 
crunch,  leading  Barbara  to  sell  theii 
home  for  $46  million  just  five  month 
after  Marvin's  death.  She  now  lives  in 
bungalow  at  the  Beverly  Hills  Hotel 
Raynes'  side  believes  an  accounting  mighi 
reveal  more  assets.  Barbara,  a  big  benefi 
ciary  of  the  trusts,  may  have  large 
headaches  than  her  daughter's  mone; 
grab.  If  Marvin  borrowed  millions  frort 
Raynes'  trust  without  returning  the  cash 
as  Raynes  contends,  Barbara  could  face  i 
whopper  of  a  tax  bill.  The  IRS  has  a  wore 
for  loans  that  aren't  repaid:  income. 


TOASTERS,  UPDATED 

They're  back.  Banks  are  starting  once  again  to  offer 
goodies  to  lure  new  customers  and  rake  in  assets  now 
that  mortgage  refinancings  have  slowed  and  rates  are 
rising.  Here's  a  smattering  of  the  goodies  banks  have 
been  offering  for  new  checking  accounts. 
•Dunkin'  Donuts  coffee  weekly  for  one  year 
(jPMorgan  Chase) 

•Pawtucket  Red  Sox  tickets  (Washington  Trust  Co.) 
•George  Foreman  grill  (Huntington  National  Bank) 
•A  BlackBerry  (PNC  Bank) 

•Walkie-talkie  set  (BancorpSouth)    —Daniel  Kwge 
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Marketing  With  Muscle 

Rupert  Murdoch's  low-profile  marketing  unit  is  a  big  player  in  the 
newspaper  coupon  and  in-store-ad  business.  It  is  an  intimidating 

one,  too  By  Peter  Lattman 


PAUL  V.  CARLUCCI  TAKES  NO  PRISON- 
ers.  The  head  of  a  marketing  divi- 
sion of  Rupert  Murdoch's  News 
( lorp.,  Carlucci  once  rallied  his  sales  force 
by  showing  a  film  clip  from  The  Untouch- 
ables in  which  Al  Capone  beats  a 
man  to  death  with  a  baseball  bat. 

This  approach  has  helped 
make  Carlucci's  News  America 
Marketing  powerful  and  feared  in 
the  business  of  in-store  and 
coupon  marketing.  The  New  York 
company  puts  coupons  and  brand 
signage  in  newspapers  and  stores, 
including  Safeway  and  Kroger,  for 
Campbell  Soup,  PepsiCo,  Unilever 
and  Procter  &  Gamble,  among 
others.  It  is  an  area  that  is  becom- 
ing more  important  to  packaged- 
goods  marketers,  frustrated  by  the 
dwindling  audience  for  network 
TV,  as  they  come  up  with  creative 
ways  to  influence  consumers 
shortly  before  they  reach  the  cash 
register.  News  America's  offerings, 
including  ads  on  store  floors  and  in 
grocery  carts  and  coupon  displays, 
help  them  do  that. 

It  is  a  low-profile  but  highly 
profitable  enterprise.  News  America, 
which  pulled  in  $1.1  billion  in  sales,  up 
9%,  for  the  year  ended  June  30,  is  one  of 
the  most  profitable  divisions  in  Murdoch's 
$24  billion  (revenue)  media  conglomer- 
ate. Its  profit  margin  before  interest  and 
taxes:  28%. 

"News  America  is  to  in-store  media 
what  Wal-Mart  is  to  retailing,"  says 
Kenneth  Harris,  managing  director  of 
Cannondale  Associates,  an  Evanston,  111. 
marketing  consultancy  and  a  unit  of 
WPP  Group. 

But  some  News  America  rivals  say  its 
success  comes  at  their  expense — and  by 
dint  of  dirty  tricks.  Floo-r^raphics  of 
Princeton,  N.J.  claims  in  a  lawsuit  filed  in 


federal  court  in  New  Jersey  in  October 
2004  that  News  America  offered  to  pay 
retailers  not  to  do  business  with  Floor- 
graphics.  What's  more,  Floorgraphics 
says   News   America    infiltrated  its 
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Hot  property: 

Marketers  are 

increasingly 

putting  ads  and 

coupons  in  stores. 

password-protected  computer  system  to 
acquire  information  on  its  contracts  with 
retailers.  The  U.S.  Attorney  in  New  Jersey 
is  reviewing  the  matter. 

Floorgraphics  "has  not  provided  any 
factual  basis  for  the  allegations  in  the 
complaint,"  says  News  America  spokes- 
woman Laura  Richards. 

Another  competitor,  Insignia  Sys- 
tems, a  creator  of  in-store  marketing  dis- 
plays, has  sparred  with  News  America  for 
several  years.  Insignia  claims  News  Amer- 
ica tried  to  freeze  the  smaller  company 
out  of  the  in-store  ad  market  by  unfairly 
disparaging  Insignia's  products  to  mar- 
keters and  retailers,  among  other  gripes. 

"It's  virtually  impossible  for  any  com- 


pany to  break  into  this  market,"  fumes 
Scott  Drill,  chief  executive  of  Insignia  in) 
Maple  Grove,  Minn. 

Insignia,  which  is  being  sued  by  News 
America  for  interfering  with  its  contracts 
with  retailers,  recently  filed  an  amended 
antitrust  complaint  against  News  Amer- 
ica after  a  federal  judge  dismissed  one  it 
filed  in  September  2004.  News  America 
says  it  believes  this  complaint  will  also  be 
dismissed. 

But  Murdoch's  company  is  also  under 
fire  for  the  way  it  maintains  its  edge  in  the 
newspaper-insert  business.  A  California 
jury  recently  found  News  America, 
which  distributes  SmartSource,  at 
freestanding  coupon  circular  that 
reaches  70  million  households 
every  week  through  1,200  Sunday 
newspapers,  guilty  of  violating  civil 
antitrust  and  unfair-competition 
laws.  Theme  Promotions  said! 
News  America  attempted  to  keep  it 
out  of  the  newspaper-insert  market 
by  bad-mouthing  the  smaller  San 
Francisco  outfit  to  marketers  and 
locking  them  into  exclusive,  long- 
term  contracts.  The  jury  awarded 
privately  held  Theme  Promotions, 
a  company  with  $10  million  in 
2004  sales,  $7  million  in  damages 
this  past  August.  News  America  isi 
seeking  to  set  aside  the  verdict. 

There  may  be  more  trouble 
ahead.  Valassis  Communications,  a 
publicly  held  newspaper-insert 
company  in  Livonia,  Mich.,  has 
said  that  the  Federal  Trade  Com- 
mission was  conducting  an  investigation 
to  determine  whether  Valassis  tried  to  fix 
prices  by  soliciting  an  agreement  with  a 
competitor  Valassis  didn't  name.  Valassis 
and  News  America  control  almost  all  of 
the  coupon-insert  market.  News  America 
says  it  isn't  under  investigation. 

Although  News  America  refuses  to 
discuss  its  business,  it  appears  Murdoch  is 
happy  with  Carlucci,  its  longtime  chief. 
Murdoch  recently  rewarded  Carlucci,  58, 
with  the  additional  title  of  publisher  of 
News  Corp.'s  New  York  Post,  replacing  his 
son  Lachlan  Murdoch,  who  resigned  in 
August.  New  York's  Daily  News,  the  Posf's 
archrival,  should  hope  Carlucci  doesn't 
come  with  a  baseball  bat.  F 
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From  Australia  to  Finland,  from  Mex.co  to  Japan,  the  same  two  words  always 
mean  strength  and  stability.  Genworth  Financial.  Our  15  million  cummers 
take  comfort  in  our  sound  risk  management  and  our  $103  billion  in  assets'  So 
dp  our  distribution  partners.  Whether  they  need  help  with  insurance,  investing, 
retirement  income  or  owning  a  home,  We'll  be  there  for  them.  And  that's 
good  news  in  any  language.  For  more  on  the  strength  of  Genworth  Financial 
call  888  GENWORTH  or  visit  genworth.com. 


Genworth3 

Financial 


Built  on  GE  Heritage 


INSURANCE      INVESTING  RETIR 


GENWORTH. C 


i  M  t  /n,   V  CaP"al  Bf0kera9e  CorP^tion.  Member  NASD/SIPC.  GE  is  a  tra 


I 


PERSONAL  ASSISTANT, 
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Beneath  its  exquisitely  crafted  exterior  lies  an  abundance  of  leading-edge  technologies.  Each  designed  to  perfectly  orchestrate  y 


■  *Jteal-time  traffic  monitoring  availabl'^^HE&fcmarkets.  First  year's  service  included.  Visit  acura.com  or  call  1-800-To-Acura  for  more  information.  The  XM  name  is  a  registered  trademark  of  XM  Satellite  Rad 
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The 
Control 
Of  Light 

Thomas  Edison  made  a  good  start,  but  he  really 
didn't  get  the  whole  picture  with  artificial  light. 
He  missed  the  nanotechnology  angle. 

By  Scott  Woolley 


WALKING  OUTSIDE  INTO 
the  bright  San  Diego  sun- 
light, Gregory  Heinzinger 
flips  open  a  pair  of  cell 
phones.  The  glare  renders 
the  screen  of  the  first,  a  regular  phone,  un- 
readable. But  the  other  phone's  display, 
which  uses  the  latest  in  nano  -chnology, 
remains  stunningly  vibrant  e  >  sn  in  the 
sun,  as  bright  and  clear  as  a  typical  cell 
phone  is  in  a  dark  room. 


The  new  phone  screen,  built  by  a 
company  called  Iridigm  that  was  acquired 
a  year  go  by  Qualcomm  for  $  1 70  million, 
is  a  sign  of  the  dramatic  leaps  being  made 
in  our  ability  to  manipulate  light.  The 
new  Qualcomm  displays,  due  in  regular 
phones  and  handhelds  within  two  years, 
employ  microscopic  mirrors  that  move 
just  a  few  hundred  nanometers  to  reflect 
precise  wavelengths  of  light,  generating 
up  to  millions  of  colors  instandy.  By  recy- 


cling existing  light,  the  new  displays  oper- 
ate with  a  tiny  fraction  of  the  battery 
power  guzzled  by  traditional  liquid  crys- 
tal displays  (LCDs),  which  are  often  the 
single  largest  power  drain  in  a  cell  phone. 

Heinzinger,  who  oversees  display 
technology  at  Qualcomm,  says  that  the 
new  screens  are  perfect  for  the  coming  era 
of  video  cell  phones.  They'll  help  extend 
battery  life  by  one-third  from  today's 
standards.  In  a  dark  room  thev  will  still 
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ave  to  rely  on  a  battery-powered  light, 
■>ut  will  work  just  fine  in  a  decently  lit 
)ffice.  "LCDs  fight  the  sun,"  says 
-ieinzinger.  "We  use  it." 

Many  of  the  recent  technological 
levelopments  involving  light  have  to  do 
vith  its  use  in  storing  or  transmitting 
nformation  (as  in  DVDs  and  fiber-optic 
:ables).  Now  it's  time  for  scientists  to 
•esume  the  work  that  Thomas  Edison 
>egan,  to  illuminate  the  world  for  the 
luman  eye. 

Mark  Miles,  an  MIT-trained  engineer 
vho  invented  the  Qualcomm  cell  phone 
creen,  drew  inspiration  from  the  irides- 
ence  of  butterfly  wings  and  peacock 
)lumage.  Manipulating  light  to  create 
>eauty  and  thus  attract  mates  is  an  old 
dea  in  nature.  The  animals'  array  of  hues 
re  the  result  of  a  clever  evolutionary 
rick,  tiny  bubblelike  cavities  that  reflect 
pecific  wavelengths  of  light. 

By  2001  Miles  had  raised  $18  million 
o  develop  a  micromechanical  array  of 
)ixels  that  flutter  open  and  then  close  to 
eflect  colorful  ambient  light  (see  box, 
>elow)  the  way  butterflies  do.  Eventually, 
le  says,  such  biomimicry  technology  will 
ake  over  the  "skins"  of  everyday  items  like 
ars  and  laptops.  "You  can  make  all  these 
hings  dynamic  displays,  not  just  to  convey 
nformation  but  to  look  better,"  he  says. 
In  the  same  way  you  download  a  ring 


tone,  you  will  be  able  to  download  a  look." 

Besides  looks,  light  science  offers  the 
prospect  of  efficiency — millions  of  bar- 
rels of  oil  saved.  Lighting  gobbles  22%  of 
the  electricity  used  in  this  country  and 
bulbs  are,  for  the  most  part,  horribly  inef- 
ficient at  converting  electricity  into  visible 
wavelengths.  Edison's  incandescent  bulb 
runs  at  an  efficiency  of  scarcely  2%.  More 
precisely,  it  converts  a  watt  of  input 
power  into  only  10  to  15  lumens  of  illu- 
mination, whereas  if  every  bit  of  the  juice 
were  turned  into  green  photons  (the 
color  to  which  the  eye  is  most  sensitive), 
the  output  would  be  683  lumens. 

Fluorescents  can  do  50  to  100  lumens 
per  watt,  sodium  vapor  lamps  as  much  as 
180.  Newly  promising:  light-emitting 
diodes,  or  LEDs.  These  devices,  which 
contain  semiconductors,  emit  a  specific 
color  based  on  their  chemistry.  Red  and 
green  LEDs  have  been  around  since  the 
1960s,  but  the  introduction  of  blue  LEDs 
in  the  late  1990s  created  the  possibility  of 
blending  them  into  white  light.  Five  years 
ago  LEDs  couldn't  even  match  the  effi- 
ciency of  Edisonian  bulbs.  Now  they  are 
up  to  45  lumens  per  watt.  The  Depart- 
ment of  Energy  expects  LEDs  to  reach  150 
lumens  in  six  years;  many  LED  scientists 
expect  the  number  to  be  even  higher.  The 
light  will  also  be  far  more  pleasing  to  the 
eye  than  fluorescent  light. 


Traffic  lights  in  dozens  of  U.S.  cities 
have  already  swapped  out  regular  bulbs 
for  long-lasting  LEDs.  Qantas  Airlines,  the 
Australian  carrier,  has  installed  LED  light- 
ing in  its  first-  and  business-class  cabins, 
to  soothe  and  refresh  passengers  on  20- 
hour-plus  trips.  Wal-Mart  now  lights 
some  of  its  freezers  with  LEDs,  which  run 
cooler  than  regular  bulbs. 

E.  Fred  Schubert,  a  professor  of  engi- 
neering at  Rensselaer  Polytechnic  Insti- 
tute, is  working  on  making  LEDs  smart 
enough  to  communicate.  Since  they  have 
the  ability  to  turn  on  and  off  rapidly,  they 
can  convey  information  to  remote  sen- 
sors in  a  sort  of  light-speed  Morse  code, 
while  appearing  to  the  human  eye  to  be 
unblinking.  Stoplights  could  warn  a  car  if 
its  driver  is  about  run  a  red  light;  a  brake 
light  on  the  car  in  front  of  you  could  alert 
a  sensor  in  your  car  to  an  impending  col- 
lision faster  than  your  eye  could  warn 
your  foot  to  hit  the  brake. 

"Edison  asked:  'How  can  I  create 
light?'  Now  we  are  asking:  'What  kind  of 
light  should  we  create?'  It's  a  very  differ- 
ent question,"  says  Schubert. 

A  company  called  Sunlight  Direct  has 
already  found  the  perfect  light  source — 
the  sun.  Its  system  ships  real  solar  rays 
indoors,  without  passing  along  the  sun's 
heat  and  harmful  ultraviolet  rays.  A 
curved  mirror  located  on  the  roof  and 


Artificial  Butterfly 


Qualcomm's  latest  cell  phone  display  borrows  from  nature  to  produce  crisp  images  even  in  harsh  sunlight,  while  only  sipping 
J  battery  juice.  Its  Imod  screens,  due  out  next  year,  are  made  of  an  array  of  thousands  of  subpixels  (see  below),  each  dedicated  to 
reflecting  red,  green  or  blue.  When  the  voltage  is  changed,  a  gap  opens  under  the  pixel's  surface,  allowing  light  to  bounce  off  a 
reflective  substrate.  Which  wavelength  escapes  depends  on  the  width  of  the  gap.  When  the  gap  closes  up,  the  pixel  turns  black. 
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Space-age  skylight:  Earl's  mirror 
brings  real  sunlight  indoors  via 
fiber-optic  cables— minus  the 
cancer-causing  U  V  rays. 


linked  to  a  global-positioning  satellite 
tracks  the  sun's  location.  The  mirror 
focuses  sunlight  into  a  bundle  of  fiber- 
optic cables,  which  carry  the  light 
indoors. 

Sunlight  Direct  Chief  Executive 
Duncan  Earl  says  his  new  system  is  far 
more  efficient  than  lights  drawing  solar 
power  from  photovoltaic  cells.  These  con- 
vert photons  to  electricity  and  electricity 
back  to  photons,  wasting  98%  of  the  sun- 
light's original  energy.  "That's  a  real 
shame.  If  we  could  just  bring  that  daylight 
in  directly,  we  could  offset  a  lot  of  that 


energy  usage,"  says  Earl,  who  first  helped 
develop  his  company's  technology  at  the 
Oak  Ridge  National  Laboratories.  His 
system  can  deliver  50%  of  the  sun's  light 
indoors,  though  it  starts  to  peter  out  after 
traveling  through  30  feet  of  fiber-optic 
cable.  Wal-Mart  plans  to  test  the  new  light 
source  in  its  McKinney,  Tex.  store. 

The  big  stumbling  block  is  cost: 
Right  now  a  single  sunlight  collector  that 
can  illuminate  1,000  square  feet  is 
around  $24,000.  Utility  savings,  even  in  a 
place  like  Hawaii  that  combines  bright 
sunlight  with  stiff  electricity  costs,  would 


only  be  $3,000  or  so  a  year,  meaning  it 
would  take  eight  years  to  pay  back  the 
original  investment.  Earl  says  that  the 
costs  of  the  system  will  drop  to  $12,000! 
by  next  year. 

People  naturally  prefer  sunlight  toi 
artificial  light,  Earl  points  out,  especially 
retailers,  since  bad  light  can  make  mer- 
chandise appear  off-color.  Most  people 
simply  never  notice  how  poorly  lit  most 
of  their  world  is,  says  Earl,  and  will  be 
pleasantly  surprised  by  the  coming 
improvements.  "This  is  better  than  any 
light  you  can  buy,"  he  brags.  F 
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They  want  upgrades.  They  want  options. 
They  want  them  all  yesterday. 

(Looks  like  you've  got  it  covered.) 

No  matter  what  you  need  in  technology,  you  can  count  on  CDW.  Our  account  managers  and  product  specialists 
can  get  you  quick  answers  to  any  questions  you  might  have.  And  with  more  than  1000  top  brands  and  access  to 
the  largest  in-stock  inventories  in  the  industry,  you  can  be  sure  to  get  the  products  you  need  when  you  need  them. 
So  give  us  a  call  and  find  out  first  hand  how  we  make  it  happen.  Every  order,  every  call,  every  time. 
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Digital  Tools 


Flat's  Where 
It's  At 


THE  BIG  CATHODE  RAY  TUBE  MONITOR  ON  MY  DESK  IS 
about  to  meet  its  doom.  LCD  flat-panel  monitor  prices 
are  at  an  alltime  low,  and  on  the  evidence  of  my  latest 
tests,  quality  is  at  an  alltime  high.  Flat  panels  save  en- 
ergy, reclaim  desk  space  (though  in  a  not  terribly  usable 
spot)  and  give  you  a  brighter  and  generally  crisper  image.  View- 
ing angles  have  been  widened,  and  video  response  times  are  quick 
enough  for  all  but  finicky  gamers.  But  LCD  displays  aren't  quite 
commodities  yet,  so  take  a  moment  to  ponder  your  options  be- 
fore you  rush  out  and  lose  25  pounds  of  ugly  desktop  fat. 

You  can  buy  a  15-inch  monitor  for  around  $200.  Don't. 
Those  little  guys  show  you  only  1024x768  pixels,  which  is  simply 
not  enough  when  you  want  multiple  windows  open  on  the 
screen  at  once.  A  17-  or  19-inch  flat  panel  supplies  1280x1024 
pixels— two-thirds  more  information  per  screen. 

Another  plus:  Flat-panel  measurements  are 
accurate,  unlike  tube  monitor  numbers,  which 
are  always  inflated  by  at  least  an  inch.  I  prefer  the 
17-inch  size  because  text  looks  sharp  and  crisp; 
19-inchers  simply  blow  up  the  same  image, 
which  tends  to  make  fonts  look  jagged  and  funky. 
And  the  smaller  size  will  save  you  dough:  You 
can  get  acceptable  17-inchers  like  Sharp's  LL-173C 
or  Acer's  AL1715S-8  for  less  than  $250, 19-inchers 
like  its  AL1914S-8  for  around  $300. 

You  can  also  pay  a  lot  more.  One  thing 
more  bucks  get  you  is  a  sturdier,  more 
adjustable  stand.  Cheapies  tend  to  let  you  tilt 
them  back  and  forth  only  a  few  degrees,  and 
they  also  tend  to  sit  lower  than  is  economi- 
cally optimal;  a  separate  stand  or  a  big  book 
can  fix  that.  Cheap  monitors  that  bounce  and 
wobble  on  flimsy  plastic  bases  are  okay  on  a 
sturdy  desk  but  not  on  my  cantilevered  typ- 
ing stand. 

Upscale  units  often  have  height  adjust- 
ments, and  some,  like  Dell's  $375,  19-inch 
UltraSharp  1905FP  and  Samsung's  17-inch, 
$380  SyncMaster  71  It,  also  let  you  rotate  the 
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screen  90  degrees  to  work  on  a  page  that  looks  like  a  page.  But 
the  Dell  doesn't  come  with  software  to  reorient  the  pixels,  so  ill 
your  video  driver  doesn't  have  a  "portrait"  mode,  you'll  neeq 
Portrait  Systems'  $40  Pivot  Pro  software  to  do  the  job. 

Another  feature  that  bumps  up  the  price:  a  so-called  clearj 
screen  that  replaces  the  traditional  frosted  antiglare  surface.  YoU 
get  a  clearer  picture  without  the  traditional  LCD  shimmer,  but 
you  also  get  more  reflections  from  the  screen;  in  general,  it's  a 
tradeoff  I  consider  worth  making. 

In  my  latest  round  of  tests  the  only  clear  display  1  tried  was 
Sony's  $550,  wide-format,  multifunction  MFM-HT75W,  designed 
for  entertainment  as  well  as  computing.  The  17-inch  picture 
looked  fine,  but  there  wasn't  enough  of  it;  the  unit's  1280x768- 
pixel  format  simply  chops  one-fourth  of  the  traditional  format 
from  the  top  and  bottom.  The  monitor  has  a  standard  TV  tuner 
and  a  remote  control  and  can  handle  high-definition  content. 

But  it  sits  too  low  to  the  desk, 
and  its  controls  are  exceed- 
ingly awkward  to  use. 

A  bigger  wide  screen, 
HP's  21-inch,  $700,  high- 
def-ready  f2105,  gives  youl 
1680x1050  pixels,  a  format 
some  older  video  cards: 
(including  the  one  in  my 
five-year-old  machine)  can't 
handle.  But  its  double- 
hinged  stand  allows  for  a| 
wide  range  of  height  and! 
tilt  adjustment.  The  screen! 
looked  great  with  input 


Want  to  save 
energy,  reclaim 
desk  space  and  see 
crisper  images? 
Flat-panel-monitor 
prices  are  at  an 
alltime  low, 
quality  at  an 
alltime  high. 
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Lots  of  pixels: 
two  Planar  monitors 
on  an  Ergotron  stand. 
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REWARDS, 


VISA 


RELAX  P7VICE  AS  FAST 
WITH  DOUBLE  POINTS* 
AND  VISA? 

Now  earn  double  Marriott  Rewards" 
points  every  time  you  pay  with  any 
Visa  card  for  stays  between  10/1/05 
and  1/31/06,  starting  with  your  sec- 
ond Visa-paid  stay.  Simply  register 
for  the  promotion  and  get  ready  to 
arrive  at  your  dream  destination  even 
faster.  More  than  2,500  Marriott 
hotels  and  resorts  are  participating. 
So  dream  big.  Fast. 


Harriott 

HOTELS  &  RESORTS 


JW  MARRIOTT, 

HOTELS  &  RESORTS 


RENAISSANCE, 

HOTELS  &  RESORTS 


.Wirriol!  a 

VACATION  CLUB  . 


To  register  for  Double  Points 
call  i-888-MARRIOTT  or 
visit  MarriottRewards.com. 


•  Earn  Double  Points  between  10/1/05  and  1/31/06  beginning 
with  your  second  Visa-paid  stay  Registration  is  required 
Visit  MarriottRewards  com  for  full  terms  and  conditions 
C  ?00S  Marriott  International,  Inc 
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from  a  PC's  digital  port  but  fared  less  well  with  analog. 

Which  brings  us  to  the  next  differentiator.  Your  existing  PC 
probably  has  only  an  analog  port,  which  generally  should  work 
fine.  But  today  even  cheap  flat-panel  monitors  often  come  with 
both  digital  (a.k.a.  DVl)  and  analog  inputs.  Since  you  get  a  mod- 
est boost  in  picture  quality  with  digital,  it's  worth  looking  for  a 
dual-mode  monitor  that  will  let  you  go  digital  with  your  next 
computer. 

Another  reason  to  go  dual  mode:  Video  cards  that  include 
both  analog  and  digital  ports  generally  let  you  plug  a  display 
into  each  port  and  set  up  the  system  as  one  Cinemascope  desk- 
top. Buying  two  17-inch  monitors  and  setting  them  side  by  side 
is  by  far  the  cheapest  way  to  get  a  really  big  screen.  I  tried  a  spe- 
cial $900  package  that  comes  with  two  $350  Planar  19-inch 
PL1910M  screens  that  look  fine  on  their  own.  But  the  package 
deal  tosses  in  an  Ergotron  DS100  stand  that  holds  the  slim-frame 
units  cheek  by  jowl,  creating  a  vast  expanse  of  virtual  desktop 
that  resembles  some  starship's  cockpit. 

Many  flat  panels  now  come  with  built-in  speakers.  That  saves 
more  space,  but  those  speakers  generally  can't  play  loud  and 
sound  lousy.  They're  okay  for  warning  beeps,  horrible  for  music. 
And  since  they  never  have  a  handy  volume  knob,  they're  not  easy 
to  silence  when  you're  multitasking  on  the  phone  and  Web  and 
an  unexpected  ad  blares  forth.  Unless  you  just  don't  care  about 
audio  quality,  keep  a  set  of  external  speakers  connected. 

You'll  want  to  turn  down  the  brightness  and  contrast  and 
possibly  the  backlight  when  you  get  one  of  these  up  and  run- 
ning. Every  flat  panel  I  tried  was  at  least  twice  as  bright  as  my 
five-year-old  tube  or  my  notebook  computer,  and  some  were  sig- 
nificantly brighter  than  that — generally  too  bright  for  eye  com- 
fort. But  an  annoying  new  trend  puts  picture  adjustments  in  a 


Pivot  your  pages: 
Dell  I905FP. 
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It's  a  monitor,  it's  a  TV:  Sony  MFM-HT75W. 

hard-to-use  menu  instead  of  giving  them  dedicated  buttons. 

Another  widespread  form-not-function  annoyance:  black 
buttons  with  unreadable  black  identifiers.  Worse:  monitors  thai 
come  with  no  physical  buttons  at  all,  just  software  that  lets  you 
perform  adjustments  via  keyboard  and  mouse.  Nice  idea,  bu 
with  two  different  computers  the  $550  Samsung  19-inch  \91Pi 
no-button  unit's  software  caused  repeated  system  crashes.  No 
buttons?  No  thanks. 

Be  sure  to  adjust  your  computer  to  match  the  monitor.  Fla 
panels  should  run  at  what's  known  as  their  native  resolution— 
the  number  of  pixels,  horizontally  and  vertically,  they  actuall) 
have.  But  Windows  often  does  a  lousy  job  of  figuring  out  thai 
resolution  on  its  own.  Before  you  mess  with  any  of  the  display' 
controls,  check  the  box  or  the  manual  to  learn  its  native  resolu 
tion  and  then  use  the  Windows  Control  Panel  to  adjust  the  dis 
play  properties  to  match.  While  you're  at  it,  check  to  make  sure 
you're  using  higher-quality  32-bit  color,  too. 

Not  one  of  these  monitors  displayed  a  "stuck"  or  "dead 
pixel,  an  annoying  little  dot  that  stays  on  or  off  constantly.  Man 
ufacturers'  policies  on  what  constitutes  a  defective  screen  var> 
widely — some  consider  even  multiple  bad  pixels  to  be  accept 
able,  but  I'd  be  unhappy  with  just  one — so  try  to  buy  from  z 
retailer  with  a  generous  return  policy.  This  is  one  problem  tha 
can't  be  fixed  once  it  turns  up. 

And  don't  dump  that  old  tube.  The  EPA  doesn't  consider  per 
sonal  monitors  to  be  hazardous  waste,  but  lots  of  states  and  mu 
nicipalities  beg  to  differ.  Old  tube  monitors  are  increasingly  dis 
dained  by  charities,  and  many  local  hazardous  waste  venues  thai 
accept  stuff  like  paints  and  pesticides  won't  take  monitors  at  all 
You  may  want  to  hang  on  to  it  until  there's  a  local  recycling  event 
but  in  many  cities  you  can  drop  the  monitor  at  a  store  like  Staples 
which  in  Seattle  charges  $12  to  take  the  beast  off  your  hands.  At 
that  point  your  desk  will  breathe  a  sigh  of  relief.  And  you'll  won 
der  why  you  waited  so  long  to  make  the  switch. 


"PYyt-l-|pc  '  Stephen  Manes  (steve@cranky.com)  is  cohost  of  PC  World's  Digital  Duo.  which 

~    appears  weekly  on  public  television.  Visit  his  home  page  at  www.forbes.com/manes. 
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For  multi'vendor,  cross -platform  service  and  support,  Fujitsu  is  the  one. 


From  mainframes  to  servers,  notebooks, 
and  Tablet  PCs,  no  other  company  provides 
the  full  spectrum  of  services  to  support 
business-critical  computing  like  Fujitsu, 
n  addition  to  our  own  products,  we  support 
variety  of  platforms  such  as  Sun"1,  IBM®,  and 
HP,  plus  OS/3909,  UNIX®,  Windows®  and 
Linux  environments.  We  also  provide 
services  that  improve  the  operation 
of  your  existing  IT  investments  and 
drive  down  costs.  So,  if  it's 
critically  important  to  a  ClO's  IT 
infrastructure,  we  service  it. 


PRIMEPOWER8  Servers  PRIMERGY  Servers 


With  more  than  30  years  of  direct 
experience  collaborating  with  our  customers 
and  aligning  their  IT  and  business  objectives, 
we've  learned  what  it  takes  to  maintain  a 
wide  variety  of  complex,  mission-critical  IT 
environments — and  deliver  a  higher  level 
of  service,  for  multi-vendor  cross-platform 
environments.  We  provide  a  single  point 
of  contact  and  full  accountability  to 
reduce  the  complexity  and  cost  of 
support,  streamlining  operations  to 
offer  greater  business  value. 


LifeBook  Notebooks  PRIMEQUEST "  Servers 


To  learn  more  reasons  why  ClOs  entrust  their  IT  systems  to  Fujitsu,  visit 
us.fujitsu.com/computers/services  or  call  I  -800-83 1  -3 1 83. 
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An  investment  portfolio  isn't  the  only  thing  that  should  be  well-balanced.  A  balanced  life  is  pretty  important 
too  —  and  Northern  Trust  can  help  you  with  both.  We'll  give  you  the  personal  attention  of  a  dedicated  advisor. 
Supported  by  an  entire  team  of  wealth  experts,  who  will  analyze  your  investment  options,  and  develop  a  plan  that 
is  right  for  you.  Because  where  you  want  to  go  in  life  is  up  to  you.  It's  our  job  to  help  you  get  there.  If  you'd  like 
to  know  more,  call  William  Morrison  at  1-800-468-2352  or  visit  northerntrust.com. 
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Private  Banking  j  Asset  Management  |  Financial  Planning  |  Trust  Services  |  Estate  Planning  Services  |  Business  Banking 
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HE  DAPPER  AND 
urbane  Robert 
Hormats  has  vis- 
ited China  50 
times.  In  a  diplo- 
matic career  under 
presidents  ranging 
om  Richard  Nixon  to  Ronald 
eagan,  and  as  one  of  Goldman 
achs'  prominent  faces  on  the 
iternational  scene  for  the  past  23 
ears,  Hormats  is  steeped  in  per- 
fective. At  62,  he  knows  one 
ling  well:  China  is  a  great  place 
5  invest. 

Now  nobody  doubts  that 
hina  is  a  growth  machine,  with 
n  economy  expanding  at  a  9% 
nnual  clip.  If  it  maintains  that 
ace,  the  economy  will  overtake 
le  American  economy  (growing 
t  4%)  by  midcentury.  China's 
lentiful  and  cheap  labor,  plus  a 
uge  domestic  consumer  market, 
ortend  a  bountiful  future. 

But  China  also  has  a  well- 
eserved  rep  as  a  hairy  place  to 
west  in  stocks.  First,  the  Beijing 
lovernment  severely  limits  for- 
ign  purchases  of  shares  in  its 
ompanies  (often  controlled  by 
le  state),  and  financial  reporting 
>  suspect.  Second,  corruption, 
ad-loan-ridden  banks,  pollu- 
on,  poverty  and  joblessness 
ould  stir  social  unrest  and  dis- 
apt  this  growth.  Third,  in  a  land 
'here  intellectual  property  rights 
re  a  joke,  investors  are  wary,  thus  casting 
.irther  doubt  upon  the  rosy  predictions. 

Hormats,  though,  believes  China  will 
armount  these  weaknesses.  After  all,  he  has 
een  anticipating  a  muscular  Chinese  eco- 
omic  expansion  for  years.  He  recalls  meet- 
lg  with  Chinese  leader  Deng  Xiaoping  in 
ne  1970s,  when  the  nation  still  was  recover- 
ig  from  the  shambles  of  the  Cultural  Revo- 
ltion  and  hordes  had  fled  to  live  and  study 
isewhere.  "When  our  thousands  of  Chinese 
udents  abroad  return  home,  you  will  see 
ow  China  will  transform  itself,"  Deng  told 
im.  Until  two  centuries  ago,  Hormats  says, 
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Sooner  or  later,  says  Goldman's  Robert  Hormats 
buyers  of  Chinese  stocks  will  get  returns 
that  match  the  growth  performance  of 
the  Chinese  economy  |  By  Robert  Lenzner 
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China  had  the  world's  largest 
economy,  so  it  views  the  cur- 
rent surge  as  reclaiming  its 
rightful  due. 

After  getting  his  Ph.D.  in 
international  economics  from 
Tufts'  Fletcher  School,  Hor- 
mats  went  to  work  for  Henry 
Kissinger,  Nixon's  national 
security  adviser.  One  lesson 
Kissinger  taught  him  was  how 
to  deal  with  China's  immense 
pride,  which  the  pushy  Amer- 
ican style  can  wound.  "The 
Chinese  have  run  their  system 
for  3,000  years  without  advice 
from  the  U.S.,"  Kissinger  told 
him.  "They  don't  like  to  be 
lectured  by  a  country  only  200  years  old." 

With  his  diplomat's  sense  of  discre- 
tion and  politesse,  Hormats  negotiated 
with  numerous  world  leaders,  survived 
three  changes  in  administration  and, 
despite  his  Democratic  affiliation,  rose  to 
assistant  secretary  of  state  under  Reagan. 
He  still  hobnobs  with  the  mighty,  such  as 
former  Chase  Manhattan  chief  David 
Rockefeller  and  Secretary  of  State  Con- 
doleezza  Rice.  Hormats,  a  Goldman  vice 
chairman,  rises  at  6  a.m.  and  spends  two 
hours  phoning  his  contacts  around  the 
world  for  insights  and  business  leads. 
Although  he  speaks  little  Chinese,  he  has 
helped  land  two  big  mainland  bond 
issues  for  Goldman. 

Hormats  finds  striking  parallels 
between  the  bustling,  brawling  U.S.  of  the 
early  1900s  and  present-day  China.  Way 
back,  he  notes,  the  U.S.  was  a  swarming 
hive  of  stock  manipulation  and  poor 
financial  reporting,  where  corrupt  offi- 
cials, environmental  desecration  and 
huge  private  trusts  ruled.  He  also  detects 
an  apt  comparison  to 
Japan  in  the  heady  growth 
years  from  1960  to  1980, 
when  cheap  labor  and  vast 
energy  created  the  first 
Asian  economic  Goliath. 

Hormats  recounts  how 
equity  investors  benefited 
fabulously  from  America's 
and  Japan's  early  growth 
spurts.  To  be  sure,  the  tim- 
ing has  to  be  right.  Some- 


Look  to  the  East 


The  most  exciting  Chinese  stocks  easily  available  to  Americans,  per  Goldman  and  T.  Rowe  Price. 


COMPANY/BUSINESS 

RECENT 
PRICE 

52  WK 
HIGH 

LATEST  12  M0S 
SALES  (SMIL) 

Pit 

ALUMINUM  CORP  OF  CHINAValuminum 

$59.40 

$69.05 

$3,903 

9 

CHINA  LIFE  INSURANCEVlife  insurance 

30.56 

32.80 

9,413 

23 

CHINA  MOBILEVmobile  phones 

23.31 

24.88 

23,240 

18 

CHINA  PETROLEUM  &  CHEMICALVoil  company 

43.77 

48.10 

70,321 

9 

JIANGXI  COPPER/copper  &  metals 

0.53 

0.65 

1,284 

82 

LIFESTYLE  INTL  HOLDINGS/department  stores 

1.59 

1.85 

207 

19 

PACIFIC  BASIN  SHIPPING/marine  shipping 

0.49 

0.55 

235 

5 

PETROCHINAVoil  &  gas 

79.80 

95.65 

46,947 

11 

PORTS  DESIGN/luxury  clothes 

1.07 

1.33 

86 

35 

SINOPEC  SHANGHAI  PETROCHEMVchem  &  refining 

34.07 

45.20 

4,671 

5 

Prices  as  of  Oct.  5.  'American  Depositary  Receipts.  Source:  Worldscope  via  FactSet  Research  Systems 

one  buying  into  the  Japanese  market  at  its 
peak  16  years  ago  is  now  out  most  of  his 
money  (not  counting  currency  apprecia- 
tion). Chinese  stocks  have  disappointed  in 
recent  years.  After  an  updraft  in  the  late 
1990s  mainland  exchanges  are  back  trad- 
ing at  their  1997  levels. 

For  investors,  the  best  part  of  the  U.S. 
and  Japan  rapid-growth  eras  was  that 
average  annual  stock  appreciation  out- 
stripped economic  expansion.  From  1926 
(the  first  year  of  good  data)  until  now  the 
U.S.  economy  grew  2%  annually  and  the 
market  went  up  10.4%  per  year,  including 
dividends  and  subtracting  inflation.  For 
Japan  in  the  two  decades  up  to  1980  the 
economy  increased  7.5%  per  year  and  the 
Nikkei  stock  index  12.9%.  University  of 
Pennsylvania  professor  Jeremy  Siegel  esti- 
mates that  the  total  stock  market  capital- 
ization of  China  (excluding  Hong  Kong), 
now  $470  billion,  wUl  rise  to  $70  trillion 
(in  current  dollars)  by  2050,  catching  up 
with  that  of  the  U.S.,  now  $16.3  trillion. 

Hormats  concedes  that  buying  shares 
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If  you  want  the  pros  to  do  it,  these  funds  are  good  at  navigating  the 
new  world  of  Chinese  investments. 


FUND 

YTD 
TOTAL 
RETURN 

3-YR 
ANNUALIZED 
RETURN 

ANNUAL 
EXPENSE 
(PER  $100) 

T  ROWE  PRICE  NEW  ASIA 

20.0% 

31.3% 

$1.09 

TEMPLETON  CHINA  WORLD-A1 

14.7 

NA 

2.14 

TEMPLETON  DRAGON  FUND2 

17.7 

36.4 

1.52 

Performance  through  Sept.  30.  '5.75%  front-load  charge.  2Closed-end  fund.  NA:  Not  available. 

Source:  Upper. 

on  a  wild-and-woolly  Chinese  exchange 
is  usually  a  bad  idea.  For  now  he  prefer! 
stocks  listed  on  the  much  more  transpar- 
ent Hong  Kong  exchange  or  the  New  Yorl 
Stock  Exchange  (see  table  above).  Thi 
Chinese  political  and  business  leader} 
know  they  must  make  bookkeeping  mor<| 
transparent  and  exchanges  more  open] 
Added  pressure  will  come  from  the 
increasing  crowd  of  wealthy  Chinese 
folks,  who  have  large  savings  and  no  good 
place  to  put  them.  "We're  not  there  yet,' 
Hormats  says,  "but  we're  moving  in  th» 
right  direction." 

One  reason  China's  leadership  want; 
to  upgrade  its  capital  markets  is  that  thei 
bad  reputations  have  hindered  them  anc 
hence  their  ability  to  raise  capital.  Mosi 
stock  markets  outside  the  U.S.  have  been 
doing  very  well  lately,  with  the  conspicu 
ous  exception  of  mainland  China's.  Thu 
far  this  year  the  Shanghai  exchange  i 
down  9%,  and  the  Shenzhen  bourse  is  of) 
1 1%.  The  only  Chinese  exchange  that  ha 
done  well  is  Hong  Kong's:  Its  Hang  Sen] 
Index  is  up  4%  in  2005 

  Trouble  is,  the  westernizec 

Hong  Kong  exchange  i 
picky  about  what  mainlanc 
companies  are  included 
Smaller  businesses  have  diffi 
culty  listing  there. 

Another  reform  Hormat 
expects  to  happen  is  an  eas 
ing  of  China's  capital  expor 
controls,  which  prohibi 
wealthv  Chinese  from  invest 
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FRANCE 


making  the  sky  the  best  place  on  earth 


VIP  treatment  in  the  eyes  of  Air  France. 

Exceptional  service  on  the  ground,  at  our  airport  counters  and  at  our  ticket  offices,  all  to  better  assist  you. 
Attentive  service  provided  by  our  flight  attendants,  whose  mission  it  is  to  make  your  journey  a  special  one, 
a  journey  that  always  begins  with  a  complimentary  glass  of  Champagne  in  every  class. 
This  is  VIP  treatment  in  the  eyes  of  Air  France. 
www.airfrance.com/us 


It  is  a  true  six-seater  that's  truly  much  more.  More  spacious.  More  styled.  More  versatile.  Designed 
to  make  room  for  people.  For  things.  For  life.  The  R-Class  is  the  product  of  an  unrivaled  heritage 
of  innovation  and  excellence.  This  very  new,  very  different  kind  of  automobile  delivers  luxury, 
light,  sky  and  options  on  a  grand  scale.  Introducing  the  R-Class.  Legendary.  Unlike  any  other. 


Model  shown  2006  R  500  with  optional  Keyless  Go,  Parktronic  and  Panoramic  Roof  Package.  Please  always  wear  your  seat  belt. 


©2005  Mercedes-Benz  USA,  LLC 


On  A  Clear  Day 


See 


Innovations  Stretching  Back  Over 


A  Century. 


■ 
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Introducing  The  R-Class 

& .  "  -  ■ 


For  more  information,  call  1-800-FOR-MERCEDES,  or  visit  MBUSA.com. 


ing  in  U.S.  stocks.  Once  China  becomes 
an  exporter  of  investment  capital,  Hor- 
mats  thinks  it  will  be  a  blessing  for  U.S. 
stocks,  too.  Chinese  investors,  after  max- 
ing  out  on  mainland  shares,  will  want  to 
diversify.  As  professor  Siegel  has  pointed 
out,  retired  American  baby  boomers  will 
need  someone  to  buy  securities  when 
they  cash  out  their  401  (k)  accounts,  and 
there  aren't  enough  younger  U.S. 
investors  to  absorb  all  that. 

Hormats  and  Goldman's  research 
group  find  good  Chinese  investing 
opportunities  for  Americans  now.  The 
most  comfortable  route,  of  course,  is  to 
buy  stock  in  non-Chinese  companies  that 
have  extensive  operations  on  the  main- 
land, like  Japan's  Mitsubishi  and  South 
Korea's  Hyundai.  China's  share  of  Japan- 
ese trade  exports  has  risen  to  20%,  while 


the  U.S.  share  of  Japanese  exports  has 
been  declining. 

The  prospects  for  China's  consumer 
market  are  enticing,  he  enthuses,  reeling 
off  several  of  Goldman's  projections.  In 
ten  years  Chinese  consumers  will  control 
29%  of  the  global  market  for  luxury 
goods,  drawing  even  with  Japan's  level. 
Car  ownership  will  grow  five  times  by 
2025,  which  would  bring  the  total  number 
of  cars  on  the  road  to  200  million.  China 
also  will  become  the  world's  largest  mar- 
ket for  mobile  phones  and  digital  TVs. 

Meanwhile  the  number  of  fine  Chi- 
nese stocks  listed  in  Hong  Kong  and  New 
York  makes  it  easy  to  build  a  solid  posi- 
tion in  the  burgeoning  nation's  most 
promising  companies.  Many  have  fairly 
affordable  price/earnings  ratios. 

An  example  is  PetroChina  (P/E  11), 


whose  stock  is  held  by  Warren  Buffett 
Berkshire  Hathaway;  this  American  De 
positary  Receipt  has  a  dividend  yield  c 
5%  and  is  benefiting  from  higher  oil  price 
and  increased  demand  in  China.  Anothe 
resource-heavy  ADR  play  is  Aluminun 
Corp.  of  China,  its  goods  in  much  del 
mand  as  China's  industrial  base  enlarges 
For  investors  who  don't  want  to  picl 
individual  stocks,  there  are  worth 
mutual  funds  (see  p.  80)  like  Templetoi 
Dragon,  a  closed-end  trading  at  a  10°/ 
discount,  and  the  newer  Templetoi 
China  World.  You  pay  for  China  World 
good  performance:  It  charges  high  fees 
2.14%  of  assets  yearly  and  a  5.75%  load 
T.  Rowe  Price  New  Asia  is  another  way  in 
Although  it  has  only  7%  in  China,  it  own 
Asian  stocks  that  will  benefit  from  thi 
China  boom.  I 


EQUITIES 


Tech  Tyro 
Makes 
Good 

There's  something  to  be  said  for 
not  knowing  too  much  about 

silicon  and  circuits.  They  don't 
distract  you  from  what  really 

matters  in  investing— financial 

statements  |  By  James  M.  Clash 


FUND  MANAGER  DAVID  ELLISON  MISSED  THE 
festivities  during  the  great  tech  party  of  the 
late  1990s.  A  Peter  Lynch  protege  at  Fidelity 
Investments  specializing  in  finance-company 
stocks,  he  hopped  over  to  Friedman  Billings 
Ramsey  &  Co.  in  1996  to  run  its  FBR  Small  Cap 
Financial  fund.  And  he  has  done  very  well  at  this, 
with  an  annualized  return  of  18%  since  inception 
versus  7.2%  for  the  S&P  500. 

During  the  depths  of  the  recent  bear  market 
he  and  his  bosses  at  the  Arlington,  Va.  investment 
bank  got  the  notion  that  much-battered  tech 


FBR  s  David  Ellison:  a  keen  eye  for  numbers. 
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With  over  100  years  of  financial  expertise,  we  know  the 
issues  that  really  matter.  Yours. 


At  UBS,  it's  our  business  to  know  what  matters  to  you.  When  it  comes  to  wealth 
management,  that  means  more  than  just  building  wealth  today.  It  also  means 
making  plans  for  the  future,  for  your  children  and  for  your  family.  So  you  can 
feel  confident  your  wealth  is  going  to  benefit  the  people  and  causes  that  matter 
J  most  to  you. 

Your  financial  advisor  is  committed  to  helping  you  plan  things  the  way  you  want 
them  to  be.  To  achieve  that,  he'll  use  two  techniques  we've  honed  at  UBS  over 
more  than  a  century  of  experience.  He'll  listen.  And  he'll  understand. 

Only  then  will  your  financial  advisor  discuss  estate  planning  strategies*  He'll 
review  family  gifting  or  charitable  giving  programs  that  may  help  you  reduce  your 
taxable  estate.  He'll  be  able  to  work  alongside  your  tax  and  legal  advisors.  And 
backed  by  the  resources  of  an  award-winning  investment  bank  and  a  global  leader 
in  asset  management,  he'll  offer  you  access  to  an  array  of  investment  vehicles. 

Our  goal?  To  help  ensure  that  the  wealth  you  build  stays,  or  goes,  according  to 
your  plans.  Knowing  how  much  that  matters  to  you  is  just  part  of  a  relationship 
called  'You  &  Us.' 


Wealth 
Management 


You  &  Us 


Global  Asset 
Management 


Investment 
Bank 


UBS 


ither  UBS  Financial  Services  Inc.  nor  its  employees  provide  tax  or  legal  advice.  You  must  consult  with  tax  or  legal  advisors  regarding  your  personal 
jmstances.  ©UBS  2005.  All  rights  reserved.  Wealth  Management  services  in  the  U.S.  are  provided  by  UBS  Financial  Services  Inc.,  a  registered  broker 
er  offering  securities,  trading,  brokerage,  and  related  product  and  services.  UBS  Financial  Services  Inc.,  Member  SIPC. 


Moneyftlnvesting   

stocks  were  cheap  and  due  for  a  rebound. 
They  also  couldn't  find  a  decent  tech  fund 
to  invest  in.  So  in  February  2002,  eight 
months  before  the  market's  nadir,  Ellison 
launched  FBR  Large  Cap  Technology 
fund.  He  has  gone  on  to  show  that,  even 
though  he  isn't  as  steeped  in  the  lore  of 
electronic  wizardry  as  the  typical  tech 
fund  manager,  he  really  can  pick  winning 
tech  stocks. 

His  tech  fund  has  compiled  a  three- 
year  annualized  performance  of  31%. 
That's  15  percentage  points  better  than 
the  S&P  500  and  8  points  ahead  of  the 
tech-laden  Nasdaq  index.  He's  done  it  by 
looking  at  numbers,  not  gadgets.  He  likes 
companies  with  lean  structures,  little  debt 
and  prices  that  are  fairly  low  in  compari- 
son with  earnings  and  book  value.  Cover- 

No  Gee-^ 


Converse  of  this  rule:  Don't  buy  just 
because  you  like  a  company's  executives. 

Ellison,  47,  joined  Fidelity  after  get- 
ting a  B.A.  in  economics  in  1980  from  St. 
Lawrence  University  and  an  M.B.A.  in 
1983  from  the  Rochester  Institute  of 
Technology.  He  eventually  launched 
Fidelity  Select  Home  Finance,  a  sector 
fund  specializing  in  thrifts  during  the  tur- 
bulent S&I.  crisis,  guiding  it  to  an  average 
annual  gain  of  21%  during  his  1985-96 
tenure.  In  1996  he  had  one  of  the  best 
ten-year  records  in  the  entire  mutual 
fund  industry. 

The  talkative  Ellison  loves  to  go  on 
about  financial  arcana,  with  little  refer- 
ence to  what  contraptions  a  company  is 
selling.  FBR  Large  Cap  Technology's  port- 
folio of  big  companies  (average  market 


particularly  likes  companies  leading 
their  industries  and  increasing  tangible 
book  value. 

SanDisk,  a  leader  in  flash  memory  card 
and  digital  storage  manufacturing,  caught 
Ellison's  eye  in  spring  2004  because  it  had 
no  debt  and  was  expanding  tangible  book 
value  at  an  impressive  15%  annual  clip.  He 
picked  it  up  at  $22.  It  now  occupies  0.9% 
of  the  portfolio,  with  a  recent  price  of  $52. 
Ellison  is  still  adding  to  the  position. 

Another  pick  is  American  Power 
Conversion,  which  sells  backup  power 
supplies  for  computer  systems.  Given 
what  bad  weather  can  do  to  electric  grids, 
this  company  looks  better  than  ever.  The 
debt-free  firm  is  boosting  tangible  book 
value  by  5%  annually.  Ellison  got  in  at 
$13  in  July  2002;  American  Power  Con- 


Eliison  likes  these  debt-free  companies  mostly  for  their  solid  financials.  You  won't  hear  him  rhapsodizing  about  their  cool  products. 


COMPANY 

RECENT 
PRICE 

P/E 

PRICE/ 
TANGIBLE  BOOK 

SPECIALTY 

AMERICAN  POWER  CONVERSION 

$25.13 

25 

3.5 

computer-backup  power  supplies 

APPLERA/APPLIED  BIOSYSTEMS 

23.05 

20 

3.2 

biotechnology  instrumentation 

KLA-TENCOR 

48.36 

21 

3.5 

process-monitoring  equipment  for  semiconductors 

SANDISK 

52.00 

35 

4.5 

flash  card  and  digital  storage 

TDK1 

74.64 

23 

1.7 

audio  media  for  professional  and  consumer  use 

Prices  as  of  Oct.  5. '  Trades  as  American  Depositary  Receipt.  Sources:  Friedman  Billings  Ramsey  &  Co.;  Forbes. 

ing  the  scandal-ridden  thrift  industry  as  a 
young  analyst  in  the  1980s,  he  developed 
a  preference  for  simple  structures.  Many 
naughty  secrets  were  hidden  inside  their 
byzantine  organizations. 

It  was  at  Fidelity  that  Ellison  acquired 
the  habit  of  focusing  on  financial  analy- 
sis, not  management  and  products. 
Lynch,  then  flagship  Fidelity  Magellan's 
star  manager,  delivered  the  lesson  in  1984. 
That's  when  wet-behind-the-ears  analyst 
Ellison  took  offense  at  the  snotty  attitude 
of  management  at  Georgia  Federal,  a  sav- 
ings and  loan.  Reacting  to  no  more  than 
this,  he  advised  Lynch  to  dump  Magel- 
lan's shares  in  the  thrift.  Lynch  said  that 
the  company's  numbers  and  accounting 
were  solid  and  no  way  would  he  sell. 

Turned  out  that  the  very  day  Ellison 
screamed  sell  was  the  alltime  low  for 
Georgia  Federal's  stock.  "I'll  always 
remember  that  one  because  I  was 
absolutely  wrong,"  says  Ellison. 


cap:  $23  billion)  trades  at  24  times  trail- 
ing earnings  (Morningstar  average  for  the 
category:  32).  His  tech  fund  turns  over 
once  per  year,  on  the  low  side.  His  dismay 
over  debt  is  palpable.  A  leveraged  com- 
pany can  still  do  well  fundamentally 
when  rates  rise,  but  earnings  will  be  hurt 
by  increasing  interest  expense,  he  says. 

Trolling  for  buys,  Ellison  and  his 
comanager,  Winsor  H.  (Skip)  Aylesworth, 
usually  start  with  350  big  tech  names, 
whittling  them  down  to  around  60. 
Immediately  discarded  are  any  with  nega- 
tive tangible  equity  (that  is,  equity  minus 
goodwill  from  acquisitions,  etc.),  such  as 
EchoStar  and  Fisher  Scientific,  and  any 
that  have  debt  to  tangible  equity  of 
more  than  20%,  such  as  Qwest  and 
Luxottica  Group. 

The  58  companies  in  FBR  Large  Cap 
Tech's  portfolio  average  a  debt  load  equal 
to  a  tiny  9%  of  tangible  equity  and  a  mar- 
ket value  350%  of  tangible  equity.  Ellison 


version  occupies  0.8%  of  the  portfolio 
and  trades  at  a  recent  $25. 

Japanese  audio  giant  TDK  Corp.  is 
another  darling,  but  a  later  bloomer.  Elli- 
son got  some  at  $68  in  February  2004; 
today,  it  trades  at  $75.  Boasting  zero  lever- 
age, the  company  has  an  annual  growth  in 
tangible  book  value  of  10%.  As  interesting 
to  Ellison:  It  sells  at  just  1.7  times  tangible 
book.  At  1.3%  of  his  portfolio,  Ellison  is 
patient  with  TDK.  "We  look  at  these  stocks 
over  a  three-to-five-year  period,"  he  says. 
"Eventually  we'll  be  rewarded." 

FBR  Large  Cap  Tech  has  a  $2,000 
investment  minimum  and  levies  no  sales 
load.  Its  1.95%  annual  expense  charge  is 
high  for  a  stock  fund  but  seems  excusable 
given  the  tiny  asset  base  of  $  1 5  million.  As 
the  fund  adds  assets,  the  expense  burden 
will  lighten.  Ellison  and  his  family  own 
25%  of  the  fund's  assets,  so  he  is  looking 
after  his  own  interests  along  with  those  of 
investors.  F 
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BI  WARE 

OF  EXPENSIVE  IMITATIONS. 


Power 


E*TRADE  Pro 


Power  E*TRADE 

■>  $6.99-$9.99  flat  commission  per  stock  and  options  trade1 
■>  75c-$1 .25  per  options  contract 

■»  New  Power  E*TRADE  Pro  now  compatible  with  Mac  OS  X 
■>  No  fee,  customizable  trading  platforms 


Challenge  the  ordinary. 

Be  E-*  traordinary 


Get  1 00  commission-free  stock  and  options  trades.2 
Call  1-800-731-5226  or  visit  getpoweretrade.com 


E*  TRADE 

FINANCIAL' 


details  and  important  information  about  Power  E*TRADE,  please  visit  getpoweretrade.com. 

"o  qualify  for  Power  E*TRADE.  you  must  execute  at  least  15  stock  or  options  trades  during  a  calendar  quarter.  Commission  rates  for  Power  E*TRADE  customers  that  execute  between 
and  149  stock  or  options  trades  per  quarter  are  $9.99  (plus  an  additional  $1.25  per  options  contract)  and  $6.99  for  Power  E*TRADE  customers  that  execute  at  least  1,500  stock  or 
ions  trades  per  quarter  (plus  an  additional  $0.75  per  options  contract).  To  continue  receiving  Power  E*TRADE  commission  rates,  you  must  requahfy  by  making  at  least  15  trades  by 
end  of  the  following  quarter.  Other  commission  rates  apply  to  customers  who  trade  less  than  15  times  per  quarter. 

Commission-free  trade  offer  applies  to  new  Power  E*TRADE  accounts  opened  with  $1,000  minimum  deposit.  The  new  account  holder  will  receive  up  to  a  maximum  of  100  free 
de  commissions,  for  each  stock  or  options  trade  executed  within  30  days  of  the  opening  of  the  new  qualified  account.  You  will  pay  the  Power  E*TRADE  commission  rate  on  all 
des  at  the  time  of  the  trades,  and  your  account  will  be  credited  $9.99  per  stock  and  options  trades  within  eight  weeks  of  qualifying  (excluding  options  contract  fees). 
:ount  must  be  opened  by  December  31,  2005. 

;tem  response  and  account  access  times  may  vary  due  to  a  variety  of  factors,  including  trading  volumes,  market  conditions,  system  performance,  and  other  factors. 

:urities  products  and  services  are  offered  by  E*TRADE  Securities  LLC,  Member  NASD/SIPC. 
2005  E*TRADE  FINANCIAL  Corp.  All  rights  reserved. 


innovation 


Where  does  it  go? 


tputers,  fax  machines, 
crowave  ovens.  What 
ey  have  in  common  is  that  when  they  break 
down  it  is  cheaper  to  toss  than  to  repair  them. 
Metal  recyclers  suck  out  most  of  the  valuable  stuff, 
but  much  of  the  rest  goes  into  landfills.  New 
regulations  in  Europe  require  producers  to  take 
back  and  recycle  electronic  and  electrical  waste. 
Some  burn  the  plastics  that  are  left.  Mike  Biddle, 
a  California  entrepreneur,  is  building  a  business 
around  a  better  solution. 


\se  turn  the  page  for  our  special  Innovation  foldout 


who  has  no  objection 
ycler  |  By  Kerry  A.  Doi 


type.  Biddle's  factories  make  the 
important  plastics  used  in  durable  t 
and  electronics:  polypropylene,  acq 
trile  butadiene  styrene  (alias  ABS)  and; 
styrene.  "We're  changing  the  way  plai 
made,  just  like  minimills  changed  thi 
steel  was  made,"  he  says. 

Every  year  40  million  tons  of  pla; 
in  cars,  refrigerators,  personal  compi 
fax  machines,  coffeemakers,  food  bins 
des  and  so  on — are  dumped  in  landf! 
the  U.S.  Landfill  space  happens  to  be  p 
ful  at  the  moment,  but  it  might  not 
long,  and  in  any  event  many  America) 
wracked  with  guilt  at  the  notion  of  ai 
compressed  garbage  sitting  around, 
sure  to  recycle  is  building.  In  Europ 
mandatory  for  producers  of  elect 
goods  to  take  back  their  product: 
recycle  them. 

The  swelling  waste  stream  is  the  ft 
Biddle's  MBA  Polymers.  "They're  c 
pioneers.  If  anybody's  in  a  position  t< 


ied,  it's  MBA  Polymers,"  says  Mi  Berkeley,  with 
sher,  senior  director  of  technologyjiddle  was  con- 
hierican  Plastics  Council,  an  in<d  more  knowl- 
ioup  of  the  largest  plasticsmakerbmplex-plastics 
onomics  of  Biddle's  business  mayiis  ideas  to  oth- 
,d,  hinge  on  getting  paid  to  take  disji  real  business, 
astic  items  off  people's  hands.       [o  million  from 
j  At  the  pilot  line  in  Richmonditalists  and  two 
)lymers  can  process  3  tons  an  hK  plastics  and 
astic  waste.  Two  new  factories  opetract  manufac- 
e  next  several  months,  one  in  Guan^nal.  He  says  he 
hina  and  another  in  Austria,  wi|  20%  of  the 
ore  than  quadruple  that  capacid 
ch  churning  out  45,000  tons  ojround  the  world 
astic  annually.  "We  will  have  thns  to  30  trans- 
ost  advanced  plastics  recycling  ogiddle  borrowed 
e  face  of  the  planet,"  boasts  Biddlei  the  plastic  even 
Put  this  in  context.  Just  one  polyps  to  a  metal  re- 
lant,  Total's  in  Carville,  La.,  could  etal  is  removed 
at  825,000  tons  of  plastic  a  yearned  into  pieces 
pacity.  But  MBA  could  make  a  rfc  long, 
.'nt  in  the  waste  heap.  Biddle  says  ^parate  all  the 
lild  more  45,000-ton  recycling  plan  make  up  as 
•tween  $14  million  and  $23  millio|ning  material. 
Idf  the  cost  of  erecting  a  virgin  plastj  metal  such  as 
ry  with  the  same  output.  And,  b[o  grab  nonfer- 
e's  not  making  the  plastic  from  i  aluminum  by 
lergy  consumption  is  only  5%  to  Kting  magnetic 


fields  that  induce  eddy  currents.  This 
creates  a  tiny  magnetic  pole  in  the  metal 
scrap,  enabling  it  to  be  flung  off  a  con- 
veyor belt  into  a  collection  bin. 

The  remaining  plastic  waste  is 
shredded  until  the  pieces  are  the  size 
of  a  small  fingernail.  The  size  reduc- 
tion dislodges  things  like  wood,  foam 
and  foils  that  may  be  attached  to  the 
plastic.  These  unwanted  bits  are  sepa- 
rated with  air  classifiers  invented  in 
the  food-processing  industry  to  win- 
now chaff  from  grain. 

Then  comes  the  hard  part,  sepa- 
rating the  plastic  bits  by  polymer  type. 
A  hydrocyclone  takes  advantage  of  the 
differing  densities  (near  0.93  for  the 
high-density  polyethylene  used  in 


garbage  cans,  1.1  for  the  high-impact 
polystyrene  in  CD  cases).  Electrostatics 
separates  particles  by  surface  charge, 
and  X-ray  fluorescence  spectroscopy 
identifies  plastics  by  their  component 
molecules.  At  the  end  of  the  line  an 
optical  device  normally  used  by  the 
rice  industry  to  weed  out  dark  grains 
and  dirt  sorts  plastic  bits  into  dark 
and  light  colors.  The  company  has 
three  patents  awarded  and  five  more 
pending. 

There  have  been  setbacks.  In 
October  2000  the  factory  in  Richmond 
caught  fire  and  one  worker  died.  The 
line  was  down  for  nearly  a  year  and 
MBA  Polymers'  insurers  paid  $8  million 
to  settle  lawsuits  brought  against  it.  The 


suspected  cause:  dust  from  toner  can 
tridges.  MBA  no  longer  accepts  tone) 
cartridges. 

Biddle  wants  to  build  at  least  liv 
more  factories  with  joint  venture  parfl 
ners  in  the  next  five  years.  Most  will  b 
in  Europe,  where  the  greenies  are  ascenj 
dant  and  demand  for  his  services 
greatest.  China  is  anything  but  greerj 
but  demand  should  be  strong  there,  too 
since  his  plants  use  less  energy  ani 
water  than  virgin  plants  do,  and  both  d 
those  components  are  in  short  supplj 
China  imports  50%  of  its  plastic  and 
the  fastest-growing  plastics  market  ii 
the  world.  If  all  goes  well,  Biddle  wi| 
take  a  piece  out  of  the  trade  deficit  a 
well  as  the  neighborhood  landfill. 


The  Story  of  Garbage 


Plastics  recycling  rates  are  among  the  lowest  because  of  the  challenges  involved  in  separating  the  different  types. 
72  million  tons  amount  of  trash  recycled  in  2003 
15  million  tons  amount  of  trash  recycled  in  1980 
93%  amount  of  auto  batteries  recycled 
71%  amount  of  recycling  in  the  steel  industry 
48%  amount  of  paper  and  paperboard  recycled 
44%  amount  of  aluminum,  beer  and  soft  drink  cans  recycled 
32%  amount  of  plastic  milk  containers  recycled 
22%  amount  of  glass  containers  recycled 
2%  to  4%  estimated  amount  of  all  plastics  recycled 
48  cents  price  per  pound  of  virgin  high- impact  polystyrene  in  2002 
68  cents  price  per  pound  of  virgin  high-impact  polystyrene  in  2005 


Recycling  figures  are  for  U.S.  Sources:  Environmental  Protection  Agency;  Plastics  Technology:  Recycling  Today;  MBA  Polymers. 
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Health 


MEDICINE 


Mission  Improbable 

The  prospect  of  quick  riches  has  biotechs  targeting  the 
rarest  of  cancers  !  By  Matthew  Herper  and  Rachel  Barron 


CAROLYN  BOONE  HAD  A  RARE  FORM 
of  cancer,  a  sarcoma  that  started  in 
her  uterus  and  spread  to  her  liver 
and  lungs  even  after  she  had  a  hysterec- 
tomy. She  looked  like  a  goner;  her  doctor 
warned  her  chemotherapy  would  make 
her  sick  and  wouldn't  do  much  good. 

Then  in  May  2003  Boone  became  the 
first  patient  to  try  a  new  cancer  drug  from 
a  faltering  biotech  boutique,  Ariad  Phar- 
maceuticals of  Cambridge,  Mass.  Amaz- 
ingly, it  worked.  Two  years  later  the  can- 
cer on  her  liver  has  disappeared,  and  the 
cancer  on  her  lungs  is  nearly  gone,  too. 
Now  64,  Boone  is  still  on  the  medicine 
and  doing  well.  Even  scientists  at  Ariad 
were  shocked.  "'Goodness  me,  we  got  a 
response,'"  Timothy  Clackson,  Ariad's 
chief  scientific  officer,  recalls  thinking. 

The  bigger  shock  is  that  Ariad,  a  pub- 
licly held  shop  founded  1 3  years  ago  on 
work  by  Harvard  and  MIT  scientists,  pur- 
sued this  new  drug  at  all.  Code-named 


AP23573  and  now  in  middle-phase  trials  of 
176  patients,  it  is  aimed  at  an  awfully 
small  market:  Only  12,000  to  13,000  new 
cases  of  sarcoma  are  diagnosed  each  year, 
compared  with  213,000  new  cases  of 
breast  cancer.  A  new  treatment  for  sar- 
coma, a  grab  bag  of  connective  tissue 
tumors  that  show  up  mostly  in  muscle, 
cartilage  and  bone,  hasn't  been  approved 
in  two  decades. 

Ariad  and  other  biotechs  once  pursued 
only  the  broadest  markets,  but  they  have  a 
newfound  interest  in  curing  the  rarest  of 
cancers.  The  revenue  upside 
turns  out  to  be  surprisingly  lu- 
crative, and  the  journey  from 
the  lab  to  final  approval  can  go 
far  faster  than  usual.  This  is  be- 
cause the  cause  of  a  rare 
form  of  cancer  often  can 
be  narrowed  down  to  a 
single  gene,  providing 
a  clear  target,  and  be- 


Ariad's  drug  hijacks  a 
protein  (green)  to 
block  mTOR  (blue), 
shutting  down  cancer 
cell  growth. 


cause  few  other  effective  remedies  exist,  so 
that  the  promise  of  a  new  drug  can  be  in- 
standy  visible. 

Their  model  is  Gleevec,  the  Novartis 
drug  for  a  rare  form  of  leukemia  that 
occurs  in  only  4,600  new  patients  a 
year — but  brings  in  $2.2  billion  in  rev- 
enue. Gleevec  was  so  good  at  attacking 
chronic  myelogenous  leukemia  that  it 
won  approval  in  less  than  three  months, 
after  only  two  of  the  three  phases  of  trials 
that  the  feds  usually  require. 

Ariad  hopes  to  follow  suit.  Its  AP23573 
pill    has    shown  amazing 
promise  in  sarcoma,  which 
kills  5,000  people  each  year.  It 
is  treated  with  surgery,  radia- 
tion and  chemo,  but  when  it 
returns  there  is  little  hope. 
"We've  seen  this  drug 
do  things  no  other 
drug  has  done  yet," 
says  George  D.  Demetri 


'vis,  ■ ; 


These  drugs  to  treat  rare  cancers  and  other  uncommon  diseases 


were  approved  very  quickly  by  the  FDA,  then  went  on  to  reap  big 


sales.  Gleevec  is  already  well  into  blockbuster  status. 


DRUG/COMP 


CEREZYME/G 

RITUXAK/Genentech/Biogen  Idee 
GLEEVEC/NovariSg|  ; 

/Millennium  Pharmaceu 
AUMTA/Eli  Lilly 
CLOLAR/Genzyme 


DISEASE 


Gaucher  disease 


Idee  non-Hodgkin's  lymphoma 


chronic  myelogenous  leukemia 
aceuticals    multiple  myeloma 

lung  cancer  caused  by  asbestos 
childhood  leukemia 


NEW  CASES 
PER  YEAR 

(u.s.) 


56,  390 


4,600 
15,980 


TIME  TO 
FDA  APPROVAL 
(MONTHS) 


YEAR 
APPROVED 


ESTIMATED 
2005  SALES 
($MIL) 


'New  patients  on  drug  annually.  Sources;  Companies:  American  Cancer  Society:  Bear  Stearns:  Credit  Suisse  First  Boston:  A  G.  Edwards:  CIBC  World  Markets. 
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'ddenafil  citrate)  tablets 


Keep  that  spark  alive. 

FACT:  Viagra  can  improve  erections 
for  guys  with  ED.  Studies  show 
Viagra  can  also  improve  their 
sexual  relationship  satisfaction. 


Viagra  can  improve  the  ability  to  achieve 
and  maintain  an  erection  for  guys  with 
erectile  dysfunction.  Ask  your  doctor  if 

VIAGRA 
is  right  for  you. 


GRA  is  prescribed  to  treat  erectile  dysfunction.  We  know  that  no  medicine  is  for  everyone, 
you  use  nitrate  drugs,  often  used  for  chest  pain  (known  as  angina),  don't  take  VIAGRA, 
king  these  drugs  together  could  cause  your  blood  pressure  to  drop  to  an  unsafe  level. 

fie  most  common  side  effects  of  VIAGRA  are  headache,  facial  flushing,  and  upset  stomach, 
bss  common  are  bluish  or  blurred  vision,  or  being  sensitive  to  light.  These  may  occur  for  a 
lief  time.  Remember  to  protect  yourself  and  your  partner  from  sexually  transmitted  diseases. 

Ik  with  your  doctor  first.  Make  sure  you  are  healthy  enough  to  have  sex.  If  you  have  chest 
in,  nausea,  or  other  discomforts  during  sex,  seek  medical  help  right  away.  Although  erections 
sting  for  more  than  four  hours  may  occur  rarely  with  all  ED  treatments  in  this  drug  class, 
is  important  to  seek  immediate  medical  attention.  Erections  lasting  longer  than  six  hours 
n  result  in  long-term  loss  of  potency. 

(AGRA  is  covered  under  most  Managed  Care  Plans." 

lportant  Information:  Viagra  is  one  of  several  ED  treatments  that  you  and  your  doctor  can  consider. 

se  see  our  patient  summary  of  information  for  VIAGRA  (25  mg  50  nig.  100  mg)  tablets  on  the  following  page.       fifffjfhl  i  .s.  Pharmaceuticals 
cent  of  members  by  formulary  slatus  for  HMOs,  PPOs  and  POS  for  Viagra,  Levitra,  and  Cialis.  Formulary  Compass  " 

iMedra  USA  Inc.  February  2005.  VG242505I  ©  2005  Pfizer  Inc.  All  rights  reserved. 


Uninsured?  Need  help  paying  for  medicine?  Pfizer  has  programs  that  can  help, 
no  matter  your  age  or  income.  You  may  even  qualify  for  free  Pfizer  medicines. 
Call  1-866-706-2400.  Or  visit  www.pfizerhelpfulanswers.com. 
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"answers 


LAB-0220-4.0 


PATIENT  SUMMARY  OF  INFORMATION  ABOUT 


® 


This  summary  contains  important  information  about  VIAGRA*.  It  is 

not  meant  to  take  the  place  ot  your  doctor's  instructions.  Read  this 
information  carefully  before  you  start  taking  VIAGRA.  Ask  your  doc- 
tor or  pharmacist  if  you  do  not  understand  any  of  this  information  or 
if  you  want  to  know  more  about  VIAGRA. 
This  medicine  can  help  many  men  when  it  is  used  as  prescribed  by 
their  doctors.  However,  VIAGRA  is  not  for  everyone.  It  is  intended  for 
use  only  by  men  who  have  a  condition  called  erectile  dysfunction. 
VIAGRA  must  never  be  used  by  men  who  are  taking  medicines  that 
contain  nitrates  of  any  kind,  at  any  time.  This  includes  nitroglyc- 
erin. II  you  take  VIAGRA  with  any  nitrate  medicine  your  blood  pres- 
sure could  suddenly  drop  to  an  unsafe  or  life  threatening  level. 

•  What  Is  VIAGRA? 

VIAGRA  is  a  pill  used  to  treat  erectile  dysfunction  (impotence)  in  men. 
It  can  help  many  men  who  have  erectile  dysfunction  get  and  keep  an 
erection  when  they  become  sexually  excited  (stimulated). 
You  will  not  get  an  erection  just  by  taking  this  medicine  VIAGRA 
helps  a  man  with  erectile  dysfunction  get  an  erection  only  when  he  is 
sexually  excited. 

•  How  Sex  Affects  the  Body 

When  a  man  is  sexually  excited,  the  penis  rapidly  fills  with  more 
blood  than  usual.  The  penis  then  expands  and  hardens.  This  is  called 
an  erection.  After  the  man  is  done  having  sex,  this  extra  blood  flows 
out  of  the  penis  back  into  the  body.  The  erection  goes  away.  If  an 
erection  lasts  for  a  long  time  (more  than  6  hours),  it  can  permanently 
damage  your  penis.  You  should  call  a  doctor  immediately  if  you  ever 
have  a  prolonged  erection  that  lasts  more  than  4  hours. 
Some  conditions  and  medicines  interfere  with  this  natural  erection 
process.  The  penis  cannot  fill  with  enough  blood.  The  man  cannot  have 
an  erection.  This  is  called  erectile  dysfunction  if  it  becomes  a  frequent 
problem. 

During  sex.  your  heart  works  harder.  Therefore  sexual  activity  may 
not  be  advisable  for  people  who  have  heart  problems.  Before  you 
start  any  treatment  for  erectile  dysfunction,  ask  your  doctor  if  your 
heart  is  healthy  enough  to  handle  the  extra  strain  of  having  sex.  If  you 
have  chest  pains,  dizziness  or  nausea  during  sex,  stop  having  sex  and 
immediately  tell  your  doctor  you  have  had  this  problem. 

•  How  VIAGRA  Works 

VIAGRA  enables  many  men  with  erectile  dysfunction  to  respond  to 
sexual  stimulation.  When  a  man  is  sexually  excited,  VIAGRA  helps 
the  penis  fill  with  enough  blood  to  cause  an  erection  After  sex  is 
over,  the  erection  goes  away. 

•  VIAGRA  Is  Not  for  Everyone 

As  noted  above  (How  Sex  Affects  the  Body),  ask  your  doctor  if  your 
heart  is  healthy  enough  for  sexual  activity. 
If  you  take  any  medicines  that  contain  nitrates  -  either  regularly  or 
as  needed  -  you  should  never  take  VIAGRA.  If  you  take  VIAGRA 
with  any  nitrate  medicine  or  recreational  drug  containing  nitrates, 
your  blood  pressure  could  suddenly  drop  to  an  unsafe  level.  You 
could  get  dizzy,  faint,  or  even  have  a  heart  attack  or  stroke.  Nitrates 
are  found  in  many  prescription  medicines  that  are  used  to  treat 
angina  (chest  pain  due  to  heart  disease)  such  as: 

•  nitroglycerin  (sprays,  ointments,  skin  patches  or  pastes,  and 
tablets  that  are  swallowed  or  dissolved  in  the  mouth) 

•  isosorbide  mononitrate  and  isosorbide  dinitrate  (tablets  that 
are  swallowed,  chewed,  or  dissolved  in  the  mouth) 

Nitrates  are  also  found  in  recreational  drugs  such  as  amyl  nitrate  or 
nitrite  ("poppers").  If  you  are  not  sure  if  any  ot  your  medicines  contain 
nitrates,  or  if  you  do  not  understand  what  nitrates  are,  ask  your  doctor 
or  pharmacist. 

VIAGRA  is  only  for  patients  with  erectile  dysfunction.  VIAGRA  is  not 
for  newborns,  children,  or  women.  Do  not  let  anyone  else  take  your 
VIAGRA.  VIAGRA  must  be  used  only  under  a  doctor's  supervision. 

•  What  VIAGRA  Does  Not  Do 

•  VIAGRA  does  not  cure  erectile  dysfunction.  It  is  a  treatment 
for  erectile  dysfunction. 

•  VIAGRA  does  not  protect  you  or  your  partner  from  getting 
sexually  transmitted  diseases,  including  HIV  —  the  virus  that 
causes  AIDS. 

•  VIAGRA  is  not  a  hormone  or  an  aphrodisiac. 

•  What  To  Tell  Your  Doctor  Before  You  Begin  VIAGRA 

Only  your  doctor  can  decide  if  VIAGRA  is  right  for  you.  VIAGRA  can 
cause  mild,  temporary  lowering  of  your  blood  pressure.  You  will  need 
to  have  a  thorough  medical  exam  to  diagnose  your  erectile  dysfunc- 
tion and  to  find  out  if  you  can  safely  take  VIAGRA  alone  or  with  your 
other  medicines.  Your  doctor  should  determine  if  your  heart  is  healthy 
enough  to  handle  the  extra  strain  of  having  sex. 
Be  sure  to  tell  your  doctor  if  you: 

•  have  ever  had  any  heart  problems  (e.g.,  angina,  chest  pain, 
heart  failure,  irregular  heart  beats,  heart  attack  or  narrowing  of 
the  aortic  valve) 

•  have  ever  had  a  stroke 

•  have  low  or  high  blood  pressure 

•  have  ever  had  severe  vision  loss 

•  have  a  rare  inherited  eye  disease  called  retinitis  pigmentosa 

•  have  ever  had  any  kidney  problems 

•  have  ever  had  any  liver  problems 

•  have  ever  had  any  blood  problems,  including  sickle  cell 
anemia  or  ieukemia 

•  are  allergic  to  sildenafil  or  any  of  the  other  ingredients  of 
VIAGRA  tablets 


VIAGRA 

(sildenafil  citrate)  tablets 


•  have  a  deformed  penis,  Peyronie's  disease,  or  ever  had  an 
•  erection  that  lasted  more  than  4  hours 

•  have  stomach  ulcers  or  any  types  of  bleeding  problems 

•  are  taking  any  other  medicines  « 

•  VIAGRA  and  Other  Medicines 

Some  medicines  can  change  the  way  VIAGRA  works.  Tell  your  doc- 
tor about  any  medicines  you  are  taking  Do  not  start  or  stop  taking 
any  medicines  before  checking  with  your  doctor  or  pharmacist  This 
includes  prescription  and  nonprescription  medicines  or  remedies: 

•  Remember,  VIAGRA  should  never  be  used  with  medicines 
that  contain  nitrates  (see  VIAGRA  Is  Not  tor  Everyone). 

•  If  you  are  taking  alpha-blocker  therapy  for  the  treatment  of 
high  blood  pressure  or  prostate  problems,  you  should  not 
take  a  dose  of  greater  than  25  mg  of  VIAGRA  at  the  same  time 
(within  4  hours)  as  you  take  your  dose  of  alpha-blocker. 

•  If  you  are  taking  a  protease  inhibitor,  your  dose  may  be 
adjusted  (please  see  Finding  the  Right  Dose  for  You) 

•  VIAGRA  should  not  be  used  with  any  other  medical  treatments 
that  cause  erections.  These  treatments  include  pills,  medi- 
cines that  are  injected  or  inserted  into  the  penis,  implants  or 
vacuum  pumps. 

•  Finding  the  Right  Dose  for  You 

VIAGRA  comes  in  different  doses  (25  mg,  50  mg  and  100  mg).  If  you 
do  not  get  the  results  you  expect,  talk  with  your  doctor  You  and  your 
doctor  can  determine  the  dose  that  works  best  for  you. 

•  Do  not  take  more  VIAGRA  than  your  doctor  prescribes. 

•  If  you  think  you  need  a  larger  dose  of  VIAGRA,  check  with 
your  doctor. 

•  VIAGRA  should  not  be  taken  more  than  once  a  day. 

If  you  are  older  than  age  65,  or  have  serious  liver  or  kidney  problems, 
your  doctor  may  start  you  at  the  lowest  dose  (25  mg)  of  VIAGRA.  If  you 
are  taking  protease  inhibitors,  such  as  for  the  treatment  of  HIV,  your 
doctor  may  recommend  a  25  mg  dose  and  may  limit  you  to  a  maxi- 
mum single  dose  of  25  mg  of  VIAGRA  in  a  48  hour  period.  If  you  are 
taking  alpha-blocker  therapy,  you  should  not  take  a  dose  of  greater 
than  25  mg  of  VIAGRA  at  the  same  time  (within  4  hours)  as  your  dose 
of  alpha-blocker. 

•  How  To  Take  VIAGRA 

Take  VIAGRA  about  one  hour  before  you  plan  to  have  sex.  Beginning 
in  about  30  minutes  and  for  up  to  4  hours,  VIAGRA  can  help  you  get 
an  erection  if  you  are  sexually  excited.  If  you  take  VIAGRA  after  a  high- 
fat  meal  (such  as  a  cheeseburger  and  french  fries),  the  medicine  may 
take  a  little  longer  to  start  working.  VIAGRA  can  help  you  get  an  erec- 
tion when  you  are  sexually  excited.  You  will  not  get  an  erection  just  by 
taking  the  pill. 

•  Possible  Side  Effects 

Like  all  medicines,  VIAGRA  can  cause  some  side  effects.  These  effects 
are  usually  mild  to  moderate  and  usually  don't  last  longer  than  a 
few  hours.  Some  of  these  side  effects  are  more  likely  to  occur 
with  higher  doses.  The  most  common  side  effects  of  VIAGRA  are 
headache,  flushing  of  the  face,  and  upset  stomach.  Less  common  side 
effects  that  may  occur  are  temporary  changes  in  color  vision  (such 
as  trouble  telling  the  difference  between  blue  and  green  objects  or 
having  a  blue  color  tinge  to  them),  eyes  being  more  sensitive  to  light, 
or  blurred  vision. 

In  rare  instances,  men  taking  PDE5  inhibitors  (oral  erectile  dysfunc- 
tion medicines,  including  VIAGRA)  reported  a  sudden  decrease  or 
loss  of  vision  in  one  or  both  eyes.  It  is  not  possible  to  determine 
whether  these  events  are  related  directly  to  these  medicines,  to  other 
factors  such  as  high  blood  pressure  or  diabetes,  or  to  a  combination 
of  these.  If  you  experience  sudden  decrease  or  loss  of  vision,  stop 
taking  PDE5  inhibitors,  including  VIAGRA,  and  call  a  doctor  right 
away. 

In  rare  instances,  men  have  reported  an  erection  that  lasts  many 
hours.  You  should  call  a  doctor  immediately  if  you  ever  have  an  erec- 
tion that  lasts  more  than  4  hours.  If  not  treated  right  away,  permanent 
damage  to  your  penis  could  occur  (see  How  Sex  Affects  the  Body). 
Heart  attack,  stroke,  irregular  heart  beats,  and  death  have  been 
reported  rarely  in  men  taking  VIAGRA.  Most,  but  not  all.  of  these  men 
had  heart  problems  before  taking  tnis  medicine  It  is  not  possible  to 
determine  whether  these  events  were  directly  related  to  VIAGRA. 
VIAGRA  may  cause  other  side  effects  besides  those  listed  on  this 
sheet.  If  you  want  more  information  or  develop  any  side  effects  or 
symptoms  you  are  concerned  about,  call  your  doctor 

•  Accidental  Overdose 

In  case  of  accidental  overdose,  call  your  doctor  right  away. 

•  Storing  VIAGRA 

Keep  VIAGRA  out  of  the  reach  of  children.  Keep  VIAGRA  in  its  origi- 
nal container  Store  at  25°C  (77°F);  excursions  permitted  to  15-30°C 
(59-86°F)  [see  USP  Controlled  Room  Temperature). 

•  For  More  Information  on  VIAGRA 

VIAGRA  is  a  prescription  medicine  used  to  treat  erectile  dysfunction. 
Only  your  doctor  can  decide  if  it  is  right  for  you.  This  sheet  is  only  a 
summary.  If  you  have  any  questions  or  want  more  information  about 
VIAGRA,  talk  with  your  doctor  or  pharmacist,  visit  www.viagra.com,  or 
call  1-888-4VIAGRA. 
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of  the  Dana-Farber  Cancer  Institute,  whl 
codesigned  trials  of  AP23573  after  big  su< 
cesses  with  other  fast-tracked  pills,  sue 
as  Gleevec  and  Pfizer's  Sutent.  In  an  ear] 
trial  Ariad's  drug  apparently  halte 
tumor  growth  in  16  of  52  patients;  moi 
results  are  due  in  November. 

Ariad  shares  have  risen  20%  in  th 
past  year  on  the  promise  of  the  new  druj 
giving  the  company  a  total  value  of  $36 
million,  but  the  stock  may  still  be  a  bu 
says  Joel  Sendek,  an  analyst  at  Lazar 
Capital  Markets.  He  predicts  the  dru 
may  win  approval  by  2008,  with  sales  c 
$400  million  a  year  by  2010.  That  poter 
tial  has  drawn  competition  from  big  dru 
firms  like  Wyeth  and  Novartis. 

The  drug  works  by  tripping  a  cellule 
switch  that  was  discovered  serendip 
tously  by  scientists  studying  an  unrelate 
drug — Rapamune,  a  Wyeth  chemic; 
used  to  suppress  the  immune  systems  c 
organ  transplant  patients.  The  weird  par 
In  cancer  no  drug  should  suppress  th 
immune  system,  so  Ariad's  approac 
seemed  inadvisable. 

Rapamune  was  discovered  in  197! 
but  only  20  years  later  did  scientists  figui 
out  how  it  really  worked:  by  hitting  a  ce 
receptor  called  mTOR,  for  "mammalia 
target  of  rapamycin."  That  receptor  pre 
tein  turned  out  to  influence  a  host  of  ce: 
lular  processes,  including  those  ths 
tumor  cells  hijack  to  spur  their  out-o: 
control  growth.  Among  those  who  di: 
covered  the  protein  was  Stuart  Schreibe 
of  Harvard,  who  helped  found  Ariad. 

Some  researchers  worried  an  mTO 
drug  would  suppress  patients'  immun 
systems,  as  Rapamune  does  by  desigr 
But  in  2001  Clackson  and  his  grou 
started  synthesizing  an  mTOR  cance 
drug  that  would  sidestep  the  immun 
system.  In  three  months  they  ha; 
created  AP23573,  and  they  started  th 
trial  that  included  Carolyn  Boone  tw 
years  later. 

"  Unwanted  side  effects  on  the  immun 
system  could  still  emerge  as  a  problem  i 
Ariad's  trials,  but  early  data  provide  hop 
that  mTOR  drugs  could  attack  other  can 
cers  as  well.  "Sarcoma  is  just  the  head  c 
the  train,"  says  Ariad  founder  and  Chk 
Executive  Harvey  Berger.  "This  is  a  dru 
that's  going  to  help  people."  I 
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0  Confidence  Man! 

The  public  worships  Alan  Greenspan  for  his  oracular  wisdom.  But  what  is  his 
legacy?  It  includes  a  crazy  housing  market,  overextended  consumers  and  a 
burst  stock  bubble  |  By  James  Grant 


THE  MOST  REVERED  FIGURE 
in  American  finance  hap- 
pens to  be  an  aging  price 
controller.  Until  the  end  of 
January  the  price  of  a 
short-term  loan — -the  fed- 
eral funds  rate— will  be 
whatever  the  chairman  of  the  Federal 
Reserve  Board  decides  to  make  it. 

Never  mind  the  conundrum  of  a  flat- 
tish  yield  curve,  where  ten-year  Treasurys 
now  yield  only  six-tenths  of  a  percentage 
point  more  than  the  funds  rate.  Alan 
Greenspan,  79,  is  a  conundrum  himself, 
personally:  capitalist  price  controller,  Ayn 
Rand-trained  public  servant  and,  most 
oxymoronic  of  all,  beloved  central 
banker. 

His  imminent  leave-taking  presents 
an  occasion  both  to  appraise  his  18-year 
Fed  stewardship  and,  more  important,  to 
speculate  on  its  consequences  to  all  who 
hold,  save  or  invest  the  U.S.  dollar. 

Many  have  preceded  the  chairman  in 
the  work  of  overriding  the  market's  judg- 
ment with  their  own,  and  they  have  usu- 


ally toiled  in  obscurity.  These  were  fixers 
of  New  York  City  rents,  of  interstate  rail 
rates  and  even,  under  the  Nixon  Adminis- 
tration, of  nearly  every  price  and  wage 
under  the  American  sun.  With  the  regula- 
tory enlightenment  that  followed  the  dis- 
astrous Nixon  controls,  the  burden  of 
proof  began  to  fall  on  those  who  would 
intervene. 

Except,  that  is,  in  the  wholesale-dollar 
money  market.  For  reasons  about  which 
thoughtful  investors  are  remarkably 
uncurious,  the  Fed  continues  to  fix  an 
interest  rate  that  lenders  and  borrowers 
might  better  discover  for  themselves. 

Ours  is  a  faith-based  financial  econ- 
omy. Investors  have  always  had  to  trust 
somebody  or  something,  whether  an 
accountant's  numbers  or  a  counterparty's 
solvency.  But  they  have  not  always  had  to 
make  a  leap  of  faith  about  a  nation's  irre- 
deemable paper  currency.  Up  until 
Aug.  15, 1971  the  dollar  was  exchangeable 
into  gold  at  the  rate  of  S35  to  the  ounce,  a 
privilege  admittedly  limited  to  govern- 
ments and  central  banks.  The  lip  service 


paid  to  the  convention  of  gold  convert 
ibility  at  least  represented  an  official  com 
mitment  to  not  overuse  the  monetary 
printing  press.  Without  such  a  system, ; 
currency  holder  must  trust  in  people 
or — in  the  case  at  hand — one  person. 

Greenspan  is  trusted  as  few  centra 
bankers  (and  probably  not  one  admittec 
price  controller)  have  ever  been  before 
Recently  writing  in  the  Financial  Times 
Harvard  economist  Kenneth  Rogof 
crowned  the  chairman  "the  Michael  Jor 
dan/Lance  Armstrong/Garry  Kasparov  o 
modern-day  central  bankers."  Princetor 
economist  and  former  Fed  Vice  Chair 
man  Alan  Blinder  extravagantiy  secondec 
Rogoff.  Hearing  these  songs  of  praise,  i 
perceptive  dollar  holder  might  reasor 
that  if  Greenspan  were,  in  fact,  a  genius 
he  would  be  irreplaceable,  except  by  ; 
comparable  genius. 

Chairman  Greenspan  is  unique  ir 
one  way:  The  people  have  acclaimed  hin 
an  oracle — a  man  who,  unlike  the  rest  o 
us,  augurs  and  controls  the  course  o 
future  events.  His  prophesies  rivet  every- 
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me,  even  if  no  one  can  parse  what  he's 
aying.  His  wife,  broadcaster  Andrea 
vlitchell,  jokes  that  he  had  to  propose 
hree  times  before  she  understood  him. 

Don't  expect  the  people  to  confer 
uch  oracular  status  on  his  successor. 
They  will  come  to  see  that  the  next  chair- 
man is  unable  to  predict  the  future  and 
mprove  it  before  it  can  happen.  Even  the 
nimblest  practitioner  of  the  art  of 
Interest-rate  management  is  sooner  or 
'ater  bound  to  run  out  of  luck. 

And  feeling  betrayed,  people  will 
retroactively  demote  Greenspan,  his 
|:elebrity  notwithstanding,  and  shred  his 
imputation  for  infallibility.  He  falls  as 
S  hort  of  the  old  papal  standard  as  any  pri- 
vate economist,  financial  journalist  or 
entral  banker  who  ever  uttered  a  fore- 
Last.  The  early- 1990s  real  estate  and 
oanking  difficulties  caught  him  looking 
\he  wrong  way.  So  did  the  excesses  and 
Imbalances  of  the  late- 1990s  stock  market 
(nibble.  In  pushing  the  funds  rate  to  1% 
o  forestall  an  imagined  deflation  in  2003, 
Greenspan  hit  his  wall.  As  yields  go 


The  Fed 


higher  and  higher,  bondholders  will  even- 
tually hit  theirs. 

The  case  against  Greenspan  is  not  that 
he  makes  mistakes  but  that  he  makes 
unnecessary  ones.  His  most  gratuitous 
was  to  take  on  the  work  of  a  de  facto  cen- 
tral planner.  Like  any  other  regulatory 
body,  the  Fed  can't  control  both  the 
quantity  and  the  price  of  the  thing  it  reg- 
ulates. It  must  choose  one  or  the  other. 
And  for  20  years  it  has  chosen  to  control 
the  price,  i.e.,  the  funds  rate. 

Greenspan,  however,  has  conflated 
price  control  with  economic 
czardom.  He  has  intervened 
early  and  often — "preemp- 
tively"— to  achieve  his  macro- 
economic  objectives,  like 
forestalling  a  financial  markets 
crisis  in  the  wake  of  the  1998 
Long-Term  Capital  Manage- 
ment implosion,  when  that  celebrated 
hedge  fund  bet  tragically  wrong  on  Russ- 
ian debt.  Investors  have  come  to  depend 
on  the  Fed  as  a  kind  of  anticipatory  fire 
department  for  financial  markets. 

Greenspan,  an  inveterate  speech- 
giver,  has  pushed  investors  to  take  risks 
that  he  now  counsels  against.  He  deliv- 
ered his  famous  "irrational  exuberance" 
line  in  1996,  when  he  warned  that  the 
market  was  getting  too  frothy.  Then  he 
switched  course  and  lent  the  prestige  of 
his  office  to  the  dubious  proposition  that, 
in  effect,  the  exuberance  was  not  so  irra- 
tional after  all.  He  became  as  great  a 
financial  seducer  and  as  ardent  a  New  Era 
zealot  as  any  analyst,  broker  or  invest- 
ment strategist  on  Wall  Street.  At  least 
brokerage  house  employees  were  getting 
paid  to  be  zealous. 

Even  stranger  was  the  advice  he 
vouchsafed  to  the  home-buying  public  in 
February  2004.  Adjustable-rate  mortgages 
can  save  you  money,  he  said.  "Recent  re- 
search within  the  Federal  Reserve,"  he  un- 
helpfully added,  "suggests  that  many 
homeowners  might  have  saved  tens  of 
thousands  of  dollars  had  they  held  ad- 
justable-rate mortgages  rather  than  fixed- 
rate  mortgages  during  the  past  decade, 
though  this  would  not  have  been  the  case, 
of  course,  had  interest  rates  trended 
sharply  upward."  Four  months  later  the 
Fed  began  to  push  the  funds  rate  upward. 


By  many  visible  measures  the 
Greenspan  Fed  has  excelled.  In  fact,  over 
the  past  18  years  the  measured  inflation 
rate  has  subsided,  and  the  business  cycle 
has  mellowed,  with  fewer  manic  ups  and 
depressing  downs.  The  jobless  rate  has 
fallen,  the  cost  of  borrowing  has  collapsed, 
and  the  paper  dollar  has  survived  at  the 
top  of  the  heap  of  world  monetary  brands. 
Financial  disturbances  have  occurred,  but 
none — neither  the  bond  bear  market  of 
1994  nor  the  post-2000  bear  stock  mar- 
ket— has  yet  broken  the  system. 


took  over  from  Paul  A.  Volcker. 

This  state  of  financial  dependency 
worries  the  average  American  not  at  all 
Alone  among  the  world's  deficit  countries 
the  U.S.  is  privileged  to  borrow  in  thi 
currency  that  only  it  can  lawfully  print) 
Foreign  producers  send  merchandis< 
here;  we  send  dollars  there.  They,  or  theij 
central  bankers,  invest  the  dollars,  chiefli 
in  U.S.  securities.  It's  as  if  the  monei 
never  left  the  50  states. 

Until  the  jettisoning  of  the  gold 
linked  dollar  in  1971,  a  known  and  objec 


The  Greenspan  standard 
means  monetary  policy  is  whatever 

be.  


The  system  doesn't  break.  It  can  and 
does  stretch.  This  tensile  strength  is 
remarkable,  though  the  buildup  of  debt 
during  the  chairman's  stewardship  has 
necessarily  diminished  it.  When  he  took 
office  in  1987,  the  U.S.  was  a  small  net 
creditor  to  the  rest  of  the  world;  now  it's  a 
giant  net  debtor  ($2.5  trillion  at  last 
report,  calculated  at  market  values).  Since 
1987  combined  consumer,  business  and 
government  debt  has  vaulted  to  306%  of 
gross  domestic  product  from  215%.  In 
1987  households  were  net  suppliers  of 
funds  to  the  U.S.  economy;  now  they  are 
borrowers,  on  track  for  $400  billion  this 
year.  With  homeowners  taking  the  chair- 
man's advice  to  heart  and  borrowing  at 
floating  rates,  every  increment  of  mone- 
tary tightening  inflicts  more  than  ordi- 
nary pain. 

Fans  of  the  chairman  certainly  will 
jump  in  to  say  that  over  the  past  ten  years 
the  U.S.  economy  has  enjoyed  a  surge  in 
productivity  growth  that  Greenspan,  to 
his  everlasting  credit,  understood  and 
incorporated  into  his  monetary  policy 
deliberations. 

But  the  U.S.  is  not  so  productive  that 
its  tradable  goods  successfully  compete 
with  the  merchandise  of  allegedly  less- 
efficient  economies.  On  the  contrary,  this 
country  posts  a  big  and  fast-growing 
trade  deficit — a  probable  6%  of  GDP  this 
year,  up  from  3.5%  when  Greenspan 


tive  limit  existed  to  the  U.S.  capacity  to 
borrow  abroad.  That  was  the  size  of  th< 
U.S.  gold  reserve.  No  such  constrain 
exists  today.  Some  of  our  foreign  credii 
tors  raise  no  objection.  For  them,  expor 
growth  is  the  top  national  economic  goal 
and  they  gladly  absorb  greenbacks  to  pre 
vent  an  export-depressing  appreciation  ii 
their  own  currencies. 

For  other  creditors,  the  dollar  is 
desirable  monetary  asset  in  itself;  the' 
hold  it  because  they  want  to.  Only  a  rela 
tively  few  of  America's  creditors  seem  t» 
fall  into  the  second  category,  howevei 
Increasingly  the  dollars  paid  to  America' 
vendors  wind  up  not  in  the  possession  a 
private  savers  but  on  the  balance  sheets  c 
central  banks.  On  its  balance  sheet  th 
Fed  holds  $725  billion  of  U.S.  securities 
foreign  central  banks  collectively  holi 
twice  as  much. 

The  "Greenspan  standard,"  a  phras 
widely  invoked  on  Wall  Street  and  ii 
academia,  means  that  monetary  policy  i 
whatever  Greenspan  thinks  it  should  be 
The  phrase  only  slightly  exaggerates  th 
nature  of  a  chairman-centered  worl 
monetary  system. 

The  model  2005  dollar  is  a  scrap  c 
paper,  uncollateralized  and  unconvert 
ible.  The  Federal  Reserve,  of  course,  i 
more  than  Greenspan  (as  the  ownershi 
structure  of  the  New  York  Yankees  i 
more  than  George  Steinbrenner).  Bu 
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SPECIAL  ADVERTISING  SECTION 


SMALL  BUSINESSES 

A  BLUEPRINT  FOR  SUCCES 


C 


By  Curtis  Rist 


mall  businesses  have  steadily  buttressed  the  economy,  particularly 
during  times  of  slowed  growth.  Now  that  the  economy  is 
burgeoning,  it  has  given  a  powerful  boost  to  small  businesses. 
There  are  currently  more  than  25  million  small  businesses  in 
the  U.S.,  but  their  growth  rate  —  as  charted  by  the  U.S.  Small 
Business  Administration  (SBA)  —  has  reached  record  proportions  in  2005. 

Now  is  the  time  for  entrepreneurs  to  begin  small  businesses  of  their  own, 
as  well  as  for  small  businesses  to  expand.  Rather  than  being  perceived  as  a 
liability,  the  small  scale  of  certain  companies  can  be  a  competitive  advantage 
that  enables  them  to  play  David  against  the  corporate  world's  Goliaths. 

For  the  economy  as  a  whole,  small  businesses  provide  an  essential  foundation. 
Taken  together,  they  account  for  just  over  half  of  the  nation's  private  workforce, 
according  to  the  SBA,  and  hire  a  larger  proportion  of  employees  who  are 
younger  workers,  older  workers  and  part-time  workers  than  large  corporations. 
This  provides  critical  support  to  keep  the  nation's  unemployment  rates  low. 
Small  businesses  also  tend  to  develop  innovative  solutions  in  everything  from 
technology  to  finance,  which  are  quickly  adopted  by  larger  corporations. 


Now  is  the  time  for 
entrepreneurs  to  begin 
small  businesses, 
as  well  as  for  small 
businesses  to  expand. 


Even  so,  starting  and  growing  a  small  bi 
ness  entails  many  risks,  since  the  tolerar 
for  failure  is  slim.  By  focusing  on  three  are 
—  developing  a  market  niche,  managing  te< 
nology  and  learning  to  grow  while  mamtaini 
core  market  appeal  —  these  companies  cj 
chart  a  path  to  success. 

Defining  a  Business  Niche 

No  matter  how  good  an  idea  may  be 
business  plan  will  fail  unless  there  is  a  ste< 
fast  commitment  to  one  goal:  Serving  a  cc 
market  better  than  any  other  competitors. 

A  market  in  its  entirety  is  too  broad 
scope  for  any  but  the  largest  companies 
tackle  successfully,  according  to  the  SE 
Instead,  the  best  strategy  for  a  smaller  bi 
ness  is  to  divide  demand  into  manageal 
market  niches.  Small  operations  can  th 
offer  specialized  goods  and  services  that  a 
attractive  to  a  specific  group  of  prospect 
buyers. 

There  are  undoubtedly  particular  produc 
or  services  that  companies  are  especia 
suited  to  provide.  A  careful  study  of  t 
market  will  yield  these  opportunities.  F 
example,  surgical  instruments  used  to 
sold  in  bulk  to  both  small  medical  practic 
and  large  hospitals.  One  firm  realized  tY 
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Because  of  the  concise  scope  of  a  small  business,  the  entirety  of  sensiti 
company  and  customer  information  can  often  be  found  on  a  single  deskt 
or  laptop  computer.  This  critical  data  needs  to  be  protected  with  great  caj 


the  smaller  practices  could  not  afford  to  sterilize  instruments 
after  each  use  the  way  hospitals  did,  and  instead,  simply 
disposed  of  them.  The  firm's  sales  representatives  talked  to 
surgeons  and  hospital  workers  to  learn  what  would  be  more 
suitable  for  them.  Based  on  this  information,  the  company 
developed  disposable  instruments,  which  could  be  sold  in 
larger  quantities  at  a  lower  cost.  Another  firm  capitalized  on 
the  fact  that  hospital  operating  rooms  must  carefully  count 
the  instruments  used  before  and  after  surgery.  This  firm 
met  that  particular  need  by  packaging  its  instruments  in  pre- 
counted,  customized  sets  for  different  forms  of  surgery. 

While  researching  a  company's  niche,  the  areas  in  which 
the  competition  is  already  firmly  established  should  be 
considered  with  great  care.  The  goal  for  a  successful  new 
business  is  to  find  the  right  configuration  of  products,  servic- 
es, quality  and  prices  that  will  ensure  the  least  amount  of 
direct  competition. 

Managing  Technology 

Large  corporations  have  entire  departments  devoted  to 
managing  technology,  but  this  is  not  possible  for  most  small 
businesses.  Still,  a  successful  business  strategy  includes  a 
wise  use  of  technology,  which  can  help  magnify  the  efforts,  as 
well  as  the  efficiency,  of  employees. 

With  an  improving  economy,  small  businesses  are  again 
looking  for  ways  to  strengthen  their  competitive  advantages 
—  and  business  intelligence  (Bl)  software  has  emerged  as  the 
most  likely  starting  point.  While  traditional  CRM  and  ERP  soft- 
ware allow  companies  to  store,  create  and  access  company 
and  customer  information,  Bl  software,  coupled  with  a 
defined  Bl  strategy,  enables  companies  to  quickly  access, 
analyze  and  act  on  what  can  become  mountains  of  data  to 
maximize  customer  satisfaction  and  loyalty  while  enhancing 
customer  profitability.  Bl  software  also  allows  companies  to 


determine  if  they  are  in  regulatory  compliance,  as  well  a; 
monitor  liabilities  that  they  may  not  otherwise  know  abou' 

Spending  the  time  and  money  to  integrate  a  Bl  applica" 
and  learn  to  use  it  correctly  is  no  longer  a  gamble  for  sr 
companies;  instead,  the  real  risk  lies  in  not  taking  advant. 
of  these  powerful  capabilities. 

One  other  crucial  aspect  to  consider  is  information  sec 
ty.  Because  of  the  concise  scope  of  a  small  business, 
entirety  of  sensitive  company  and  customer  information 
often  be  found  on  a  single  desktop  or  laptop  computer.  1 
critical  information  needs  to  be  protected  with  great  ca 
While  the  various  components  of  computers  and  PDAs  r 
seem  secure  when  considered  individually,  the  overall  se 
rity  is  often  overlooked  —  just  as  it  is  at  larger  companies, 
a  result,  this  information  may  be  inadvertently  relea: 
or  stolen,  which  can  threaten  the  very  existence  of  a  sr 
business. 

To  succeed,  small-business  security  needs  to  be  an  in 
thought  —  not  an  afterthought  —  in  everything  that  is  dc 
This  includes  creating  an  adequate  window  or  timeline 
implement  a  security  plan.  Such  steps  will  eliminate  the 
of  a  lag  between  deployment  of  IT  systems  and  the  secu 
needed  to  safeguard  a  company's  vital  information. 

Expanding  With  a  Plan 

While  growth  is  sometimes  taken  for  granted  by  many  lai 
enterprises,  it  can  be  problematic  for  smaller  business 
Personal  service  and  attention  to  detail  are  two  attributes  t 
many  clients  find  appealing  when  working  with  sn 
businesses,  but  these  are  the  two  competencies  most 
stake  as  a  company  begins  to  grow.  The  key  to  expansion 
in  identifying  exactly  what  it  is  that  customers  like  most  ab 
a  company's  services  and  offerings,  then  protecting  or  & 
improving  these  features  as  company  size  increases. 


The  Fed 


[Without  trust  in  the  chairman's  judg- 
| ment  and  probity,  few  would  willingly 
jnold  the  dollar  as  a  store  of  value.  Or 
rather,  fewer  would  accept  current  low 
Interest  rates  as  compensation  for  the 
I  'isk  of  holding  it. 

Put  yourself  in  Greenspan's  place, 
ji  magine  your  moist  palms  on  the  controls 
||  }f  the  federal  funds  rate.  Now  try  to  solve 
ror  the  market-clearing  interest  rate,  at 
I  vhich  the  supply  of  savings  is  equal  to  the 
|  demand  for  savings  (which  is  one  defini- 
|:ion  of  a  "neutral"  money  rate).  How 
jWould  you  measure  "sav- 
:|  ngs"?  How  could  you  pos- 
sibly build  the  relevant 
j  supply  and  demand  curves 
I' remember,  the  clock  is 
picking)?  Who  but  a 
henius-clairvoyant  could 
possibly  integrate  global 
^considerations  into  merely  domestic  ones? 
It  vVho  other  than  the  Maestro? 

The  truth  is  that  Greenspan  does 
lothing  of  the  kind.  He  does  not  divine 
:he  rate  at  which  the  supply  of  savings 
equals  the  demand  for  savings.  He,  rather, 
sets  a  rate  to  advance  a  particular  policy 
igenda:  stimulating  growth,  cleaning  up 
ifter  a  hedge  fund,  beating  back  inflation 
)r,  as  in  2002-03,  conquering  an  imag- 
ned  deflation. 

Deflation  means  falling  prices.  It 
neans  the  economywide  institutionaliza- 
:ion  of  the  Wal-Mart  pledge  to  bring 
orices  down  and  down.  Is  that  a  bad 
rhing?  In  the  history  of  capitalism  it  was 
recurrent.  Prices  rose  in  wartime,  fell  in 
peacetime.  Under  the  gold  standard  the 
laps  and  downs  tended  to  balance  out 
!;uch  that,  as  the  chairman  himself  has 
pointed  out,  the  U.S.  price  level  registered 
ittle  net  change  between  1800  and  1929. 

Franklin  D.  Roosevelt  eviscerated  the 
bold  standard  in  1933.  In  the  following 
wo  decades  the  consumer  price  index 
learly  doubled;  within  four  decades  the 
ZPI  had  quintupled.  "Monetary  policy," 
Greenspan  admitted  in  a  year-end  2002 
speech,  "unleashed  from  the  constraint  of 
:>old  convertibility,  had  allowed  a  persis- 
tent overissuance  of  money." 

Everyday  low  prices  should  not  be  so 
j:errible.  Computer  prices  are  forever 
falling,  yet  Apple  and  Dell  somehow 


manage  to  keep  their  doors  open.  With 
the  annexation  of  China  and  India  into 
the  global  economy,  the  planetary  supply 
curve  has  shifted  downward  and  to  the 
right.  Tradable  goods  and  services  are 
becoming  steadily  cheaper  and  more 
abundant.  This  should  be  the  answer  to 
every  consumer's  prayers. 

It  is  not  the  answer  to  the  chairman's. 
Fearful  that  the  U.S.  economy  would  go 
the  way  of  Japan's  in  the  1990s,  the  Fed 
vowed  to  do  everything  in  its  power  to 
reverse  "an  unwelcome  substantial  fall  in 


inflation."  The  Fed  would  not  settle  for 
zero  inflation,  it  said  in  so  many  words. 

And  should  the  price  level  start  to  sag, 
memorably  declared  then-Fed  governor 
Ben  S.  Bernanke,  the  Fed  would  prop  it 
back  up,  if  necessary  by  the  expedient  of 
dropping  dollar  bills  out  of  helicopters. 
Greenspan  chimed  in  that  the  Fed  was 
prepared  to  fix  government  bond  yields 
at  2%,  just  as  it  had  in  World  War  II. 

The  onetime  acolyte  of  the  great  indi- 
vidualist Ayn  Rand  did  not  blush  to  hear 
himself  threatening  to  nationalize  the 
U.S.  bond  market.  At  least  no  known 
news  photograph  captures  a  red  face. 
Nor  did  bond  investors  protest.  They 
were  too  busy  pushing  10-year  Treasury 
yields  down  to  40-year  lows  (3.1%  in 
June  2003)  to  complain  about  the  threat- 
ened loss  of  American  financial  integrity. 

Interest  rates  are  the  traffic  signals  of  a 
market  economy.  Red,  green  or  amber, 
they  direct  the  flow  of  investment  funds. 
One  motorist  might  dream  of  never 
encountering  a  red  light  as  he  sails 
through  intersection  after  intersection. 
But  woe  betide  this  driver  if  everybody 
else  could  cruise  through,  too.  There 
wouldn't  be  enough  tow  trucks. 

Since  it  swung  into  antideflation 
mode  in  2002,  the  Fed,  in  effect,  has 
turned  every  interest-rate  light  green. 
Bond  yields  plunged  (then  rose),  credit 
spreads  have  tightened,  and  the  yield 


curve  has  flattened.  A  new  industry  of 
speculative-grade  mortgage  lending  has 
sprung  into  existence. 

And  the  inevitable  credit  pileups  in 
the  streets  and  intersections  of  finance 
will  be  Greenspan's  successor's  problem 
to  clean  up. 

Greenspan  leaves  office  amid  a  fero- 
cious bull  market  in  houses  (with  a  little 
recent  softening  around  the  edges).  This 
is  on  his  conscience,  as  it  should  be.  After 
all,  he  is  one  of  its  creators.  To  preserve 
the  nation  from  an  imagined  deflation, 


the  Fed  instigated  a  real  estate  and  mort- 
gage inflation. 

And  who  is  financing  it?  Why,  the 
Asian  central  bankers  are.  They  are  the 
ultimate  source  of  the  cash  in  the  cash- 
out  refinancing  wave,  as  Greenspan 
acknowledged  in  a  speech  at  Jackson 
Hole,  Wyo.  in  August. 

"The  surprisingly  high  correlation 
between  increases  in  home  equity  extrac- 
tion and  the  current  account  deficit,"  said 
the  chairman,  "suggests  that  an  end  to  the 
housing  boom  could  induce  a  significant 
rise  in  the  personal  saving  rate,  a  decline 
in  imports  and  a  corresponding  improve- 
ment in  the  current  account  deficit. 
Whether  those  adjustments  are  wrench- 
ing will  depend  ...  on  the  degree  of  eco- 
nomic flexibility  that  we  and  our  trading 
partners  maintain,  and  I  hope  enhance,  in 
the  years  ahead." 

Adjustments  there  will  certainly  be, 
no  matter  who  succeeds  Greenspan. 
Home  with  his  wife  watching  CNBC,  the 
retired  chairman  may  see  strange  and 
troubling  occurrences:  rising  interest 
rates,  a  falling  dollar,  a  bear  market  in  res- 
idential real  estate,  a  rising  gold  price. 

And  though  tempted  to  interpret 
these  disturbances  as  the  markets'  expres- 
sion of  loss  at  his  exit  (he  is,  of  course, 
only  human),  Greenspan  on  reflection 
may  finally  see  the  truth. 

He  was,  in  fact,  no  oracle,  after  all.  F 


Greenspan  has  told  people  to  take 

risks  he  now  counsels  against. 
 Recall  "irrational  exuberance"? 
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The  Next  Maestro 

The  person  Bush  chooses  to  succeed  Greenspan:  How  big  an  inflation  hawk? 
What  about  the  deficit?  How  acceptable  to  Karl  Rove? 
By  Matthew  Swibel  with  Kenneth  Black 


DECIDING  WHEN  TO  HALT  THE  "MEASURED"  PACE  OF 
short-term  interest  rate  hikes.  Tamping  down  infla- 
tion. Orating  on  the  impact  of  forces  like  the  housing 
boom.  Taking  sides  on  whether  to  make  permanent 
the  President's  tax  cuts.  The  next  Federal  Reserve 
chairman  will  have  a  full  agenda. 

Speculation  over  which  lucky  soul  will  move  into  Alan 
Greenspan's  office  in  February  is  growing  louder  because  Con- 
gress, which  must  confirm  a  new  chairman,  is  likely  out  of  session 
from  December  to  late  January.  Whether  deserved  or  not  {see  pre- 
vious story),  Greenspan,  a.k.a.  the  Maestro,  enjoys  a  towering  rep- 
utation, and  the  Fed  has  awesome  influence.  To  Laurence  Meyer, 
a  former  Fed  board  member  and  author  of  A  Term  at  the  Fed 
(HarperCollins,  2004),  confirmation  hearings  "will  be  about 
retaining  the  credibility  of  the  institution,  not  just  Greenspan." 


If  George  W.  Bush  considers  personal  rapport  paramount, 
that  bodes  well  for  candidates  Martin  Feldstein  of  Harvard  Uni- 
versity; R.  Glenn  Hubbard,  a  former  Bush  economic  adviser; 
and  Ben  S.  Bernanke,  now  chairman  of  the  White  House  Coun- 
cil of  Economic  Advisers.  If  Bush  yields  foremost  to  his  stated 
wish  for  someone  who  is  apolitical,  the  chances  improve  for  cur- 
rent Fed  governor  Donald  L.  Kohn,  a  political  independent  and 
Greenspan  favorite.  And  the  White  House  could  yet  decide  to 
float  additional  names. 

The  stakes  are  huge.  Richard  Hoey,  chief  economist  of 
Dreyfus  Corp.,  assesses  the  chairman's  job  as  "not  quite  the 
Wizard  of  Oz,"  but  so  important  that  people  need  to  know 
what's  going  on  behind  the  curtain.  Here's  a  look  at  possible 
replacements,  with  the  odds  of  getting  picked  according  to 
Tradesports.com: 


Ben  S.  Bernanke 


Former  Fed  board  member  Bernanke  became  a  Bushie  when  he  was  tapped  as  the 
chief  White  House  economist  in  2005.  He  believes  the  Fed  should  publicly  proclaim 
an  inflation  target,  perhaps  2%.  The  onetime  Princeton  professor  wants  to  respond! 
to  economic  shifts  by  using  sophisticated  forecasting  tools.  During  his  close  to  threel 
years  at  the  central  bank,  Bernanke,  5 1 ,  worked  to  rid  the  Fed  of  its  cryptic  ways  and| 
state  its  views  clearly.  He  reportedly  squelched  a  bid  last  March  by  Fed  colleagues  to| 
no  longer  bother  saying  they  were  tightening  at  a  "measured"  pace;  since  the| 
policy  hadn't  changed,  he  contended,  ever-skittish  Wall  Street  needed  to  keepi 
hearing  it. 


4:1  Martin  Feldstein 


The  ultimate  inflation  hawk,  this  Harvard  prof  is  a  former  chairman  of  the  Council  of 
Economic  Advisers.  He  believes  a  Consumer  Price  Index  gain  of  0%  is  a  worthy  Fedl 
goal:  The  central  bank  should  assure  price  stability  before  all  else.  A  forthright  anti- 
inflation  stance,  he  says,  helps  stop  price  spirals  before  they  start.  According  to  him,, 
even  the  relatively  low  inflation  rate  during  the  tech  boom  did  significant  damage  to. 
the  economy.  "A  prudent  man . . .  carries  an  umbrella,"  he  says,  "even  when  the  forecast 
says  there  is  only  a  small  chance  of  rain." 

His  critique  of  high  marginal  tax  rates  provided  the  rationale  for  President  Rea- 
gan's tax  cuts  in  the  early  1980s.  But  Feldstein,  65,  is  an  independent  spirit  and  no 
friend  of  high  federal  spending,  which  may  not  endear  him  to  the  likes  of  Karl  Rove.  He 
did,  however,  provide  solid  backing  for  Social  Security  privatization,  one  of  Bush's 
most  ambitious  schemes. 
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BUSIN 
INTELLIGENCE 

The  Power  to  Know  why  other  Bl  vendors  have  arrived  too  late. 


WANT  PROOF? 

While  other  vendors  are  playing  catch-up  — by  just  now  introducing  their  Bl  approaches  — 

Hear  from  industry  experts, 

SAS  continues  to  lead  the  way  in  the  business  intelligence  market.  When  you  consider 

analysts  and  customers 

investing  in  or  upgrading  your  current  Bl  software,  talk  to  SAS  about  our  proven  successes. 

about  proven  successes  with 

SAS  Business  Intelligence. 

Unmatched  Enterprise  Intelligence  Platform 

BetterManagement  LIVE 

■  Nearly  30  years  of  Bl  experience 

Worldwide  Business  Conference 

■  Undisputed  leader  in  business  analytics 

,  Las  Vegas,  NV,  USA 

More  than  4  million  users  at  over  40,000  locations  worldwide 
s  At  work  in  94%  of  FORTUNE  Global  50OiJ  companies 
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The  Fed 


5:1  R.  Glenn  Hubbard 

The  Bush  bunch  doesn't  want  a  scold,  and  likely  wouldn't  get  one  in  Hubbard.  As  Bush's 
first-term  economics  czar,  he  helped  engineer  the  tax  cuts.  He  doubts  there  is  a  strong 
link  between  deficits  and  interest  rates,  which  should  score  him  points  in  the  Oval 
Office.  He  coauthored  two  papers  with  fellow  contender  Feldstein  on  tax  rules  and  for- 
eign direct  investment.  Hubbard  left  the  Administration  in  early  2003  to  return  to 
Columbia  University  and  in  2004  filled  the  dean's  slot  at  its  business  school.  If  he  has  a 
political  downside,  it's  papers  he  wrote  defending  Fannie  Mae  against  the  White  House 
and  Greenspan  line  that  this  mortgage  financier  needs  stronger  oversight. 

Hubbard,  47,  also  has  doubts  about  the  housing  bubble,  which  Greenspan  has 
warned  about.  Bubbles,  he  argues,  are  usually  a  problem  only  in  markets  where  frenzied 
trading  is  going  on.  Despite  some  speculative  excess,  the  housing  market  does  not  wit- 
ness such  rapid  trading  because  transaction  costs  are  so  high. 

5:1  Lawrence  Lindsey 

This  guy  spoke  a  little  too  candidly  as  a  Bush  economist  when,  prior  to  the  Iraq  war,  he 
projected  the  tab  could  reach  $200  billion.  The  party  line  then  was  $60  billion.  Lindsey 
may  have  been  closer  to  the  mark,  yet  loyalty  counts  the  most  with  Bush.  During  his 
1991-97  tenure  at  the  Fed  Lindsey  commented  that  "it's  the  president's  job  to  give  us 
advice  and  it's  our  job  to  ignore  it."  While  that  was  said  about  Bill  Clinton,  the  remark 
might  give  today's  White  House  pause.  Lindsey  is  now  a  consultant. 

On  the  other  hand,  Lindsey,  51,  has  an  intriguing  take  about  federal  fiscal  policy 
that  dovetails  with  Bush's.  Namely,  he  is  not  against  deficits  per  se,  as  long  as  the  gov- 
ernment is  promoting  high-return  activity  like  expansion  of  profitable  businesses. 
And  one  wonders  how  much  he'd  use  the  Fed  as  a  bully  pulpit.  He  predicted  in  the  late 
1990s  (incorrectly  thus  far)  that  the  power  and  influence  of  the  Fed  would  wane. 

30:1  Donald  L.  Kohn 

Alan,  Part  Two.  This  lifelong  Fed  staffer,  now  a  Fed  governor,  is  more  or  less  a  Greenspan 
clone.  He  lends  a  helping  hand  drafting  Greenspan's  often-inscrutable  public  testimony. 
Kohn,  62,  recentiy  defended  the  Greenspan  Fed  by  disputing  the  argument  that  the  Fed's 
policy  of  easy  money  had  generated  imbalances  in  the  economy. 

Kohn  has  mimicked  Greenspan's  change  of  tune  concerning  the  housing  market.  He 
said  in  2003  that  house  prices  "were  not  obviously  too  high,"  then  retreated  somewhat 
last  year,  commenting,  "The  odds  have  risen  that  these  prices  could  be  out  of  line  with 
fundamentals."  Kohn  also  does  not  seem  overly  concerned  about  rising  stock  prices  since 
he  believes  that  the  Fed  is  limited  in  its  ability  to  interpret  market  price  movements. 

35:1  John  B.Taylor 

During  the  years  of  1%  short-term  money,  many  lamented  that  the  rate  stayed  too  long 
below  the  inflation  number.  That  likely  wouldn't  happen  under  Taylor,  59.  He  authored 
the  Taylor  Rule,  which  describes  how  the  Fed  should  act  depending  on  inflation  and 
unemployment  levels. 

The  rule  says  that  mounting  inflation  means  the  Fed  must  tighten;  climbing  job- 
lessness means  it  must  ease.  According  to  the  Taylor  formula,  in  an  inflationary  shock 
the  funds  rate  must  be  raised  1.5  times  the  change  in  inflation. 

Taylor  served  Bush  as  a  Treasury  under  secretary  for  international  affairs  and  was 
an  economics  adviser  in  the  first  Bush  Administration.  He  continues  to  teach  at 
Stanford.  This  monetary  scholar  has  advised  scores  of  foreign  governments  and 
central  banks. 
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AJLJ  VAN  TAtxli! 
FARGO  FUNDS 


Are  you  missing  out  on  some 

of  the  biggest  news  in  mutual  funds? 


120  funds.  Over  $100  billion  in  assets.*  One  of  the  nation's  most  respected 
financial  institutions  is  also  one  of  the  nation's  leading  mutual  fund  families. 

Finding  the  right  investment  for  your  portfolio  doesn't  have  to  be  difficult.  Just  look  to 
Wells  Forgo  Advantage  Funds5M. 

We  offer  a  dynamic  array  of  investment  solutions  to  meet  almost  any  need.  From  stock  to 
fixed  income  to  money  market  to  asset  allocation,  each  of  our  funds  is  unique  with  the  exception 
of  one  shared  quality  —  the  focused  guidance  of  an  independent  money  manager  we  consider 
among  the  best  at  what  they  do.  It's  this  leadership  style  that  helps  set  us  apart. 

At  Wells  Fargo  Advantage  Funds,\rve  search  for  managers  from  across  the  investment  industry, 
looking  for  leaders  with  highly  specialized  expertise  in  their  fields.Then  we  give  them  the  freedom 
to  thrive.The  result  is  a  family  of  funds  with  managers  dedicated  to  a  specific  investment  style 
and  the  pursuit  of  consistent,  long-term  results.  It's  an  approach  guided  by  the  distinguished 
150-year  heritage  of  Wells  Fargo. 

To  learn  more  about  Wells  Fargo  Advantage  Funds,  visit  www.wellsfargo.com/advantagefunds 
or  talk  to  your  investment  professional.  You'll  discover  that  the  right  investment  for  your  portfolio 
is  actually  quite  easy  to  find. 


lore  complete  information  about  the  Wells  Fargo  Advantage  Funds,  obtain  a  current  prospectus  by  calling  1-800-222-8222, 
siting  www.wellsfargo.com/advantagefunds,  or  by  contacting  your  investment  professional.  Consider  the  investment 
tives,  risks,  charges,  and  expenses  of  the  investment  carefully  before  investing.  This  and  other  information  about 
Fargo  Advantage  Funds  can  be  found  in  a  current  prospectus.  Please  read  it  carefully  before  investing. 


NOT  FDIC-INSURED  •  NO  BANK  GUARANTEE  •  MAY  LOSE  VALUE 


6/30/05. 

Fargo  Funds  Management,  LLC,  a  wholly-owned  subsidiary  of  Wells  Fargo  &  Company,  provides  investment  advisory  and  administrative  services 
:  Wells  Fargo  Advantage  Funds.  Other  affiliates  of  Wells  Fargo  &  Company  provide  sub-advisory  and  other  services  for  the  Funds.  The  funds  are 
uted  by  Wells  Fargo  Funds  Distributor,  LLC,  Member  NASD/SIPC,  an  affiliate  of  Wells  Fargo  &  Company. 
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I  By  Dyan  Machan 


Smoothing  those 
rough  edges: 
Bill  Huff  works 
off  steam  with 
a  woodworking 
project. 


TIME  WARNER  AND  COMCAST  HAD  TO  PAY  A  BIT 
more  than  they  wanted  for  the  disgraced  Adel- 
phia  Communications  Corp.  The  final  price 
tag  for  the  nation's  number  five  cable  opera- 
tor was  $17.6  billion — perhaps  $1  billion  or 
more  than  it  might  have  cost  the  buyers  had  it  not  been 
for  a  certain  troublemaker  named  William  Huff.  Huff 
buys  the  debt  of  distressed  companies,  and  he  had  a  cru- 
cial slice  of  Adelphia's. 

"In  this  stupid  world  of  'Let's  make  a  deal,'  I  say 
'No,'"  explains  Huff,  55,  principal  and  president  of  W.R. 
Huff  Asset  Management  in  Morrislown,  N.J.,  which  in- 
vests $17  billion  on  behalf  of  pension  funds  and  other 
institutions. 

What  allows  Huff  to  say  no  is  his  ability  to  quietly 
acquire  a  sizable  chunk  of  junk  bonds  and  other  securi- 
ties of  sickly  companies — unlike  equities,  there  is  no  re- 
quirement to  report  these  holdings — then  push  for  his 
own  terms. 

He  added  to  an  old  position  in  Adelphia  debt  in  2002, 
soon  after  the  cable  company,  looted  by  the  founding  Rigas 
family,  filed  for  bankruptcy.  He  paid  as  little  as  30  cents 
on  the  dollar  for  bonds  that  now  trade  at  an  average  92 
cents.  Along  the  way  Huff  turned  aside  various  offers  for 
Adelphia,  including  one  for  circa  $15  billion  from  Provi- 
dence Equity  Partners,  working  in  tandem  with  Kohlberg 
Kravis  Roberts  &  Co.  After  Adelphia  failed  to  secure  a  loan 
adequate  for  taking  itself  private,  Huff  says  he  lined  up 
$8.6  billion  from  Deutsche  Bank.  "The  company  doesn't 
want  you  to  know  that  because  it  makes  them  look  like 
monkeys,"  says  Huff.  It  did  have  the  effect  of  raising  the 
bids — goosed  further  by  a  $17.5  billion  offer  Huff  made 
himself.  Today  he  controls  some  30%  of  $6.7  billion  in 
Adelphia  debt;  in  addition  the  Time  Warner-Comcast  deal 
would  give  him  a  cash  payout  on  the  order  of  $1.6  billion. 
He  and  other  bondholders  also  expect  to  share  up  to  $3.5 
billion  or  more  if  anything  comes  of  a  suit  charging  fraud 
against  Adelphia  clients,  such  as  Deloitte  Touche 
Tohmatsu,  and  lenders,  like  Wachovia. 

Huff  sees  himself  in  chivalric  terms.  "I  will  fight 
like  a  son  of  a  bitch  for  what's  right,"  he  says. 
Translation:  getting  the  best  deal  for  investors  (and 
himself).  On  the  whole,  those  who  have  backed  him 
have  evidently  done  well.  He  says  that 
someone  who  invested  with  him  in  1981 
would  have  enjoyed  a  compound  annual 
return  of  just  under  14%,  after  fees,  two 
points  better  than  the  return  on  the  S&P  500. 
With  an  estimated  net  worth  of  $750  mil- 
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lion,  Huff  did  not  make  the  cutoff  for 
our  recent  listing  of  rich  Americans. 

None  of  this  was  handed  to  him.  Huff, 
the  son  of  a  butcher  and  a  waitress,  grew 
up  in  Hell's  Kitchen  in  New  York  with  a 
talent  for  street  fights — and  for  numbers. 
Straight  out  of  high  school  he  got  a  job  in 
the  accounting  department  at  Eberstadt 
Asset  Management,  and  took  night  classes 
at  City  University  of  New  York,  getting  his 
B.A.  in  accounting.  Eventually  he  ran  the 
firm's  fixed-income  division 
and,  when  Eberstadt  was 
bought  out  in  1984,  went  off  on 
his  own  with  another  portfolio 
manager  and  two  analysts.  He 
specialized  in  good  companies 
with  bad  balance  sheets.  As 
larger  accounts  lumbered  in, 
Huff  did  most  of  the  marketing 
and  took  a  larger  share  of  the 
expanding  business. 

Over  the  last  few  years  he 
has  set  his  predatory  sights  on 
weakened  media  and  telecom 
companies.  NTL,  the  U.K.'s 
largest  cable  operator,  overexpanded  dis- 
astrously in  the  late  1990s.  Huff  owned 
12.8%  of  the  $10  billion  in  debt  and  cre- 
ated such  a  ruckus  with  fellow  creditors 
that  he  was  able  to  install  himself  as 
interim  chairman.  "Huff  was  being 
obstructionist,  stonewalling  and  delaying 
things  as  much  as  possible,"  says  a  com- 
mittee member.  "We  didn't  have  much 
choice."  Among  his  forceful  changes:  a 
$1.4  billion  equity  offering  to  reduce 
debt.  The  stock  opened  at  $10  in  January 

2003  and  now  trades  at  $66;  Huffs  11% 
position  is  today  worth  $700  million. 

He  elbowed  his  way  into  NTL  rival 
Telewest  Global,  which  was  also  failing. 
Management  and  the  other  creditors 
wanted  to  give  1.5%  of  the  newly  formed 
company  to  old  equity  shareholders  Lib- 
erty Media  and  Microsoft.  That  didn't  sit 
well  with  Huff,  who  held  19%  of  the  debt, 
shy  of  the  25%  required  to  block  such 
decisions  in  the  U.K.  "I  told  them  if  they 
made  me  spend  more  to  get  the  last  6%, 
I  was  taking  off  the  gloves  and  putting  on 
the  brass  knuckles,"  he  recalls.  He  sued 


Telewest,  its  officers,  directors  and  share- 
holders, delaying  the  emergence  from 
bankruptcy  for  a  year.  Microsoft  and  Lib- 
erty together  finally  got  0.75%.  "Sure, 
Huff  saved  the  company  [$185  million]," 
says  a  committee  member.  "But  was  it 
worth  everyone's  time  arguing  over  a 
couple  of  percentage  points?"  George 
Soros,  who  held  sterling-denominated 
bonds  and  demanded  $70  million  to 
reflect  the  rising  value  of  the  pound  over 


Hiiffin&and  Puffing 


A  sample  of  the  money  management  firm's  success  stories 


TOTAL  INVESTMENT 

VALUE  AT  EXIT 

NOTABLE  INVESTMENTS 

(SMIL) 

(SMIL) 

ARCADIAN 

$10 

$80 

CAREMARK/MEDPARTNERS 

18 

90 

CHARTER  MEDICAL 

25 

180 

DEL  MONTE 

50 

260 

NEXTEL PARTNERS 

21 

130 

POWERTEL 

50 

250 

Source:  W.R.  Huff  Asset  Management. 

that  time,  ended  up  with  no  bone  at  all. 

Huff  has  reserved  some  knuckle-baring 
for  recalcitrant  cable  companies  in  Latin 
America.  He  tried  to  negotiate  with  Globo 
Communicacoes  e  Participates  after  the 
Brazilian  media  giant  missed  an  interest 
payment  in  October  2002.  When  that 
failed,  Huff,  who  as  the  largest  creditor  held 
over  10%  of  the  $1.3  billion  in  debt,  filed  an 
involuntary  bankruptcy  case  in  federal 
court  in  New  York.  Losing  the  first  hearing, 
Huff  appealed  and  won,  sending  the  case 


pany,"  says  Huff,  who  held  $160  million  in 
debt  Multicanal  informed  him  the  only  way 
to  block  the  plan  was  to  send  representa- 
tives to  Buenos  Aires  to  vote  on  it 

Huff  sent  four  representatives  for  the) 
December  2003  vote.  Before  the  balloting 
there  was  a  scuffle  in  the  company  parkingl 
lot  between  one  of  Huff  s  guys  and 
Clarin's  chief  financial  officer.  Huff  s  four 
bodyguards,  vastly  outnumbered,  pulled 
their  guns,  and  Clarin's  bodyguards 
backed  down.  No  surprise:  Huff 
lost  the  vote  by  a  slim  margin. 
Back  in  New  York  he  pressed  a 
collection  action  on  the  bonds 
and  an  involuntary  bankruptq' 
petition,  squeezing  a  better  offer 
from  the  company.  A  U.S.  dis- 
trict court  ordered  Multicanal  j 
to  obtain  a  no-action  letter) 
from  the  Securities  &  Exchange 
Commission  before  it  could) 
complete  its  restructuring.  The 
SEC  rejected  the  plan,  and  the 
case  was  returned  to  bank- 
ruptcy court.  Huff  is  holding 
out  for  a  good  deal.  "I  can  be  abrasive,"  he 
understates. 

With  everyone,  it  seems,  but  his  fam- 
ily. By  all  accounts  he  is  a  devoted  father  to 
his  two  boys  and  two  girls.  He  buys  clothes  i 
for  his  wife,  Cathy  Markey,  45,  who  is  also 
his  general  counsel.  "She  wouldn't  know  a 
YSL  from  a  Dior,"  he  says.  "I  could  be  a 
personal  shopper."  Or  a  furniture  maker. 
Huff  drives  his  GMC  pickup  to  Pennsylva- 
nia to  buy  black  walnut.  On  weekends  he 
spends  hours  in  a  sky-lit  barn  turned 


ing  off  the  gloves  and  using  brass  knuckles." 


back  to  court  and  producing  a  restructur- 
ing plan  to  pay  bondholders  70  cents  on 
the  dollar.  Not  good  enough  for  Huff,  who 
recendy  bullied  Globopar  into  buying  back 
the  debt  at  $1.02.  His  average  cost:  50  cents. 

Things  got  a  lot  rougher  with  Multi- 
canal, Argentina's  leading  media  company, 
owned  by  Grupo  Clarin,  which  was  in 
default.  Its  plan  to  restructure  $509  million 
in  bonds  would  leave  creditors  with  35  cents 
on  the  dollar;  shareholders  would  put  in 
$15  million  and  receive  $150  million  in 
equity,  65%  of  the  $230  million  (market 
cap)  company.  "They  were  stealing  the  corn- 


woodworking  shop,  producing  a  bed  for  a 
daughter  or  a  box  for  his  wife's  collection 
of  Einstein  papers. 

Huff  might  need  some  extrafine  sand- 
paper to  smooth  client  relations.  Failing  to 
share  an  $1 1  million  consulting  fee  for 
helping  to  turn  around  NTL  and  Telewest 
chafed  a  few  investors,  including  Massa- 
chusetts Pension  Reserves  Investment 
Management  Board,  which  runs  $36  bil- 
lion in  pension  assets  for  the  state.  It  joined 
an  exodus  of  clients  who  pulled  a  total 
$700  million  out  of  Huffs  company  this 
year.  "Good  riddance,"  grumbles  Huff.  F 
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ently  and  continuously,  power  changes  shape  as  it  moves  from  utility  lines  to  the 
gh-speed  silicon  chips  that  drive  computers,  communications,  and  our  everyday  lives. 

iwer-One  has  started  a  revolution  in  changing  the  shape  of  power,  managing  circuit- 
)ard-level  power  digitally  to  make  high  technology  smaller,  faster,  and  less  expensive. 

ith  a  strong  balance  sheet,  innovative  products,  and  global  presence, 
>wer-One  is  uniquely  positioned  to  continue  changing  the  shape  of  power. 


lower  one 

Changing  the  Shape  of  Power 


WWW.pOwer-Orie.COm       Nasdaq:  PWER 


Airlines 


From  Buses 
To  Planes 

How  to  build  an  airline  from  scratch:  First,  steal  ideas 
from  JetBlue  and  Southwest?  By  Kerry  A.  Dolan 


te^  ONSTANTINO  DE  OLIVEIRA 
Jr.  remembers  that  when  he 

U.  was  a  child  his  businessman 
father  complained  endlessly 
about  the  poor  yet  expensive 
airline  service  in  Brazil.  "He 
would  say,  "We  are  living  in  a 
developing  country,  and  we  need  to  have 
an  airline  better  suited  to  this  country.'" 

Years  later  Oliveira  and  his  father 
stopped  complaining  and  did  something 
about  it.  In  January  2001  they  launched  a 
low-fare,  frill-free  airline  called  Gol  Lin- 
has  Aereas  Inteligentes  (Gol  Intelligent 
Airlines).  It  is  Brazil's  third- largest  airline 


and  the  most  profitable  in  the  world,  with 
an  operating  margin  (earnings  before 
interest,  taxes,  depreciation,  amortization 
and  restructuring  costs)  of  37%  in  the  12 
months  through  June,  on  $912  million  in 
revenue.  Southwest  Airlines  reaped  a  20% 
margin  in  the  same  period. 

The  Oliveiras'  operating  philosophy: 
Provide  good,  but  not  fancy,  service  at 
low  prices,  and  keep  costs  down.  Gol 
offers  only  economy  class  and  has  no  fre- 
quent flier  program.  For  five  months  last 
year,  Gol  had  a  fare  sale:  Buy  the  out- 
bound portion  of  a  flight  between  cities 
like  Sao  Paulo  and  Rio  de  Janeiro  at  full 


The  Gol  effect: 
Keeping  fixed  costs 
low,  Constantino  de 
Oliveira  Jr.  has  built 
the  world's  most 
profitable  airline. 
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fare,  stay  at  least  two  nights,  and  pay  only 
1  real — the  equivalent  of  42  cents — for 
the  flight  from  Rio  back  to  Sao  Paulo. 
This  was  no  loss  leader,  insists  Oliveira  Jr., 
who  runs  the  company.  The  planes  were 
backhauls — they  had  to  fly  back  to  cities 
where  they  originated,  empty  or  not. 

"We  always  make  money,"  says 
Oliveira  Jr.  "We  are  stimulating  demand," 
he  says.  They  call  it  the  Gol  effect:  Brazil- 
ians who  previously  traveled  hundreds  of 
miles  by  bus  now  find  it  just  as  cheap  to 
fly  Gol. 

Oliveira  Jr.,  37,  has  spent  much  of  his 
life  learning  how  to  efficiently  transport 
Brazilians.  Growing  up,  he  accompanied  his 
father  to  the  family-owned  bus  company  in 


2001  and  filled  its  six  Boeing  737  planes 
to  50%  capacity  that  first  month.  "Our 
competitors  treated  us  with  disdain  and 
made  fun  of  us  in  the  media,"  recalls 
Oliveira  Jr.  But  Brazilians  liked  the  low 
fares.  By  June  Gol  had  flown  its  first  mil- 
lion passengers,  and  the  competition 
took  notice.  Transbrasil  cut  its  fares  70% 
to  match  Gol's  during  the  busy  travel 
month  of  July  that  year,  but  it  couldn't 
survive  the  big  revenue  drop.  It  went 
bankrupt  in  September  2001  and 
stopped  operating  altogether  several 
months  later.  Gol  turned  a  profit  13 
months  after  its  launch. 

To  fuel  its  growth,  Gol  raised  $26  mil- 
lion from  AIG  Capital  Partners  in  February 


to  overtake  heavily  indebted  Varig  as 
Brazil's  second-largest  domestic  carrier. 

The  preparatory  visits  to  Southwest 
Airlines  and  its  ilk  have  translated  intd 
familiar  elements  at  Gol.  Like  Southwest, 
Gol  flies  only  one  type  of  plane,  Boeing 
737s.  It  prides  itself  on  using  a  plane  as 
much  as  14  hours  a  day,  versus  8  hours  atj 
Southwest.  Gol  uses  the  same  ticket-pric- 
ing software  as  RyanAir.  As  at  JetBlue, 
passengers  don't  pay  for  the  juice  and 
cookies,  and  the  rows  are  spaced  32 
inches  apart.  Gol  sells  27%  of  its  tickets 
directly  to  consumers  online,  without 
travel  agents;  the  comparable  figure  all 
Southwest  is  59%. 

Gol  pays  its  pilots  $30,000  to  $35,000 


Brasilia,  the  capital. 

The  sixth  of  seven  "We  always  make  money.  We  are  stimulating  demand." 


children  (all  of 
whom  have  worked  for  the  family  bus  busi- 
ness), Oliveira  Jr.  taught  himself  bus  me- 
chanics and  by  16  was  working  after  school 
scheduling  bus  routes.  At  1 9  he  was  running 
his  family's  bus  companies  in  three  cities 
while  pursuing  a  degree  in  business.  The  job 
proved  more  compelling;  he  quit  the  uni- 
versity before  graduating. 

In  the  early  1990s  Brazil's  Depart- 
ment of  Civil  Aviation  loosened  airline 
regulations  to  make  it  easier  for  new 
entrants.  Oliveira  Jr.  began  reading  every- 
thing he  could  about  discount  airlines  in 
the  U.S.  and  Europe.  He  sent  manage- 
ment to  visit  Southwest  Airlines, 
Ireland's  RyanAir  and,  a  few  years 
later,  JetBlue,  to  get  a  close-up  look. 
Between  1998  and  2001  the  family 
sold  off  the  9  least  profitable  of 
their  35  bus  companies.  They  set 
aside  $20  million  in  accumulated 
profits  to  get  the  airline  off  the 
ground.  And  they  chose  to  name 
the  new  airline  Gol — "goal"  in 
English — to  convey  a  sense  of  vic- 
tory and  positive  energy.  In  2000 
two  of  Brazil's  biggest  airlines,  VASP 
and  Transbrasil,  ran  into  financial 
trouble,  says  Daniela  Bretthauer,  an 
analyst  at  Santander  Investment. 
"These  other  airlines  were  laying 
off  pilots  and  ground  personnel, 
and  Gol  could  hire  them  for  a  good 
price." 

Gol  began  flying  in  January 


2003.  When  Gol  went  public  in  June  2004 
on  the  New  York  Stock  Exchange  and  the 
Bovespa  in  Sao  Paulo,  the  company  raised 
$1 50  million  and  AIG  sold  half  its  stake  for 
$130  million  (later  selling  most  of  the 
rest).  The  stock,  at  a  recent  $31,  is  up  63% 
since  the  initial  offering. 

Oliveira  Jr.,  who  shares  ownership  of 
74%  of  the  company  with  his  three 
brothers,  is  in  line  to  one  day  become 
Brazil's  youngest  billionaire.  The  broth- 
ers' stake  is  now  worth  $2.4  billion.  Gol 
plans  to  double  its  current  fleet  of  38 
planes,  and  by  the  end  of  this  year  is  likely 


By  the  Numbers 


Got  took  a  page  out  of  Southwest  Airlines'  playbook. 


Southwest 
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Sources:  Companies. 


a  year  regardless  of  seniority,  $10,000  to 
$15,000  lower  than  what  its  competitors 
pay  and  a  sixth  of  what  pilots  make  al 
Southwest.  Gol  pilots  (and  all  employees) 
get  a  particularly  rich  profit-sharina 
bonus,  which  last  year  was  33%  of  pay.  Al 
Gol  8%  of  revenue  goes  to  labor,  com-< 
pared  with  41%  at  Southwest. 

Like  all  airlines  Gol  is  hampered  by 
rising  fuel  costs.  But  since  70%  of  passen- 
gers in  Brazil  are  business  travelers,  Goj 
can  pass  along  higher  fuel  costs  in  it; 
fares.  Brazil's  fluctuating  currency  pose; 
another  challenge.  All  of  Gol's  revenue; 
are  in  Brazilian  reals,  and  about  half  it; 
costs  are  dollar-based.  But  Gol  has  ahead) 
survived  some  pretty  dramatic  currency 
swings,  thanks  to  some  hedging. 

Oliveira  )r.  plans  to  take  the  Gol  effec 
across  the  South  American  continent  anc 
into  Mexico.  Gol  began  flying  to  Bueno: 
Aires  a  month  ago  and  will  add  flights  tc 
Santa  Cruz,  Bolivia  in  November,  anc| 
later  this  year  to  the  capitals  of  Paraguay 
and  Uruguay.  It  is  planning  to  enter  the 
Mexican  market  by  the  middle  of  200( 
through  a  partnership  with  Mexicar 
businessman  Fernando  Chico  Pardo  anc 
a  Danish  airport-operating  group.  Bu 
the  flying  won't  be  easy  there,  since  twc 
rival  discount  carriers  are  in  the  works  fo 
that  country. 

Oliveira  Jr.  hasn't  looked  at  thi 
inside  of  a  bus  since  2000.  Buses?  Whc 
needs  them?  f 
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Would  you  look  at  us  in  the  same  way? 


The  right  perspective  changes  everything. 


assmutual.com 


K£  MassMutual 

If  JH  financial  group 
You  can't  predict.  You  can  preparef 


tirement  Services/401  (k)  Plans  •  Life  insurance  •  Disability  Income  Insurance  •  Annuities  •  Long  Term  Care  Insurance  •  Trust  Services  •  Income  Products  •  Investments 

curities  products  and  services  offered  through  MML  Investors  Services,  Inc.,  a  MassMutual  subsidiary,  member  SIPC  and  OppenheimerFunds  Distributor,  Inc.,  an  affiliate  of 
issMutual.  Insurance  and  retirement  products  offered  by  MassMutual  and  its  affiliates  CM  Life  Insurance  Company  and  MML  Bay  State  Life  Insurance  Company,  140  Garden  Street, 
irtford,  CT  06154.  Trust  Services  offered  through  The  MassMutual  Trust  Co..  FSB.  ©2005  Massachusetts  Mutual  Life  Insurance  Company  (MassMutual),  Springfield,  MA  01111. 
issMutual  Financial  Group  is  a  marketing  designation  (or  fleet  name)  for  MassMutual  and  its  affiliates.  C:  73008 


hls_  Peter  Huber 


Thermodynamics 
And  Money 


■  N  HIS  DAY  M.  KING  HUBBERT  WAS  A  GREAT  GEOLOGIST 
I  who  spent  his  life  studying  the  planet's  deposits  of  oil  and 
I  gas.  But  as  he  got  older,  he  simply  lost  it.  His  "peak  oil" 
I  theory — which  many  people  are  citing  these  days — is  a 
I  case  study  in  junk  economics. 

Hubbert  was  born  in  1903.  By  1949  he  had  concluded  that 
the  fossil-fuel  era  was  going  to  end,  and  quite  soon.  Global  pro- 
duction would  peak  around  2000,  he  predicted,  and  would 
decline  inexorably  thereafter.  By  1980  the  aging  Hubbert  was 
certain  that  the  impending  crisis  "was  unique  to  both  human 
and  geologic  history. . . .  You  can  only  use  oil  once.  You  can  only 
use  metals  once.  Soon  all  the  oil  is  going  to  be  burned  and  all 
the  metals  mined  and  scattered."  Indeed  we  would  soon  be 
forced  to  abandon  our  entire  "monetary  culture,"  replacing  it 
with  an  accounting  tied  to  "matter-energy"  constraints.  An 
editor  of  Geophysics  magazine  summarized  Hubbert's  views  in 
1983:  "The  science  of  matter-energy  and  the  historic  system  of 
finance  are  incompatible." 

Today  this  same  nonsense  is  often  dressed  up  with  numbers 
in  an  analysis  that's  dubbed  "energy  return  on  energy  invested" 
(Eroei).  According  to  this  theory  it  can  never  make  sense  to 
burn  two  units  of  energy  in  order  to  extract  one  unit  of  energy. 
The  Eroei  crowd  concedes,  for  example,  that  the  world  has  cen- 
turies' worth  of  junk  oil  in  shale  and  tar  sands — but  they  can 
also  prove  it's  irrelevant.  It  takes  more  energy  to  cook  this  kind 
of  oil  out  of  the  dirt,  they  argue,  than  you  end  up  with  in  the 
recovered  oil.  And  a  negative  Eroei  can  only  mean  energy  bank- 
ruptcy. The  more  such  energy  investments  we  make,  the  faster 
things  will  grind  to  a  halt. 

Eroei  calculations  now  litter  the  energy  policy  debate.  Time 
and  again  they're  wheeled  out  to  explain  why  one  form  of 
energy  just  can't  win — tar  sands,  shale,  corn,  wood,  wind,  you 
name  it.  Even  quite  serious  journals — Science,  for  example — 
have  published  pieces  along  these  lines.  Energy-based  books 
of  account  have  just  got  to  show  a  profit.  In  the  real  world, 
however,  investors 


positive  Eroei.  What  they  care  about  is  dollar  return  on  dollar 
invested.  And  the  two  aren't  the  same — nowhere  close — , 
because  different  forms  of  energy  command  wildly  different 
prices.  Invest  ten  units  of  10-cent  energy  to  capture  one  unit  of 
$10  energy  arid  you  lose  energy  but  gain  dollars,  and  Wall  Street 
will  fund  you  from  here  to  Alberta. 

As  it  happens,  the  people  extracting  oil  out  of  tar  sands  today 
use  gas  from  the  fields  themselves  to  power  their  refineries. 
There's  gas,  too,  under  what  has  been  called  Alberta's  "trillion- 
barrel  tar  pit,"  but  it's  cheap  because  there's  no  pipeline 
to  deliver  it  to  where  it  would  be  worth  more.  As  an  al- 
ternative to  gas,  Total  S.A.,  the  French  oil  giant,  is  think- 
ing about  building  a  nuclear  power  plant  to  supply  heat 
to  melt  and  crack  the  tar.  But  nuclear  reactors  extract 
only  a  minuscule  fraction  of  the  energy  locked  up  in  the 
nuclei  of  uranium  atoms;  all  the  rest  gets  discarded  as 
"waste."  On  Eroei  logic,  ura- 
nium would  never  be  used  to 
generate  either  electricity  or 
heat.  But  per  unit  of  raw  stored 
energy,  uranium  is  a  thousand 
times  cheaper  than  oil. 

Greens  touting  the  virtues 
of  biomass  as  a  source  of  energy 
rarely  note  that  almost  all  of  it  is 
used  by  lumber  mills  burning 
branches  and  sawdust  on  site. 
No  one  cares  how  much  energy 
the  sun  "invested"  to  grow  all 
that  waste  wood.  And  every 
electric  power  plant,  whatever 
it's  fueled  with,  runs  a  huge 
Eroei  deficit,  transforming  five 
units  of  cheap,  raw  heat  into 
two  units  of  electrical  energy. 
But  it  all  works  out  because  the 
market  values  the  energy  in 
electricity  at  about  30  times  the  energy  in  coal. 

The  economic  value  of  energy  just  doesn't  depend  very 
strongly  on  raw  energy  content  as  conventionally  measured  in 
British  thermal  units.  Instead  it's  determined  mainly  by  the  dis- 
tance between  the  BTUs  and  where  you  need  them,  and  how 
densely  the  BTUs  are  packed  into  pounds  of  stuff  you've  got  to 
move,  and  by  the  quality  of  the  technology  at  hand  to  move, 
concentrate,  refine  and  burn  those  BTUs,  and  by  how  your  neigh- 
bors feel  about  carbon,  uranium  and  windmills.  In  this  entropic 
universe  we  occupy,  the  production  of  one  unit  of  high-grade 
energy  always  requires  more  than  one  unit  of  low-grade  energy 
at  the  outset.  There  are  no  exceptions.  Put  another  way,  Eroei — 
a  sophomoric  form  of  thermodynamic  accounting — is  always 
negative  and  always  irrelevant.  "Matter-energy"  constraints 
count  for  nothing.  The  "monetary  culture"  still  rules. 


Invest  ten  units 
of 10-cent 
energy  to 
capture  one  unit 
of  $10  energy 
and  you  lose 
energy  but  gain 
dollars,  and 
Wall  Street  will 
fund  you  from 
here  to  Alberta. 


don't    care    a    fm  \~   

°  J^V^fhtf  »t   i  Pefer  Huber  is  executive  vice  president  of  ICx  Technologies,  a  fellow  of  the  Manhattan  Institute  and  coauthoi 

whether   they   earn  ^ ?   I  0f  The  Bottomless  Well  (Basic  Books.  January  2005). 
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A  LAND  OF  ENCHANTMENT, 
A  STATE  OF  GROWTH 


ADVERTISEMENT  2 


WE  ARE  THE 
RESEARCH  UNIVERSITIES 
OF  NEW  MEXICO. 

"UNM  is  home  to  cutting-edge  research 
in  biotechnology,  medicine,  digital 
media,  high  performance  computing, 
materials  science  and  nanotechnology. 
We're  building  a  highly  educated  work 
force  and  developing  a  new  generation  of 
innovators,  entrepreneurs  and  pioneers." 

Louis  Caldera.  President 

University  of  New  Mexico 


"At  NMSU,  we're  addressing  key  research 
areas  of  aerospace,  information  sciences 
and  security  systems,  natural  resource 
sustainability  and  renewal,  biosciences 
and  Southwest  border  issues.  Our  research 
is  responding  to  the  needs  of  our  state,  the 
nation  and  beyond.  " 

Michael  Martin,  President 

New  Mexico  State  University 


"New  Mexico  Tech  is  committed  to 
advancing  and  educating  students  in 
cutting-edge  sciences  and  engineering 
disciplines.  By  adopting  a  pragmatic,  jet 
visionary  approach  in  all  its  activities, 
we're  a  university  with  particular 
relevance  in  today's  world." 

Daniel  H.  Lopez.  President 
New  Mexico  Tech 


Albuquerque,  the  state's  largest  city, 
was  cited  as  the  best  place  to  start  a 
company  by  MSN  and  Business  2.0,  the 
fifth-best  city  overall  and  lowest-cost 
city  for  doing  business  (Forbes)  and  the 
nation's  fifth-best  real  estate  market 
(Expansion  Management). 

The  University  of  New  Mexico  was 
named  one  of  the  country's  "Most 
Entrepreneurial  Campuses"  by  Forbes, 
and  New  Mexico  Tech  in  Socorro,  which 
specializes  in  math,  science  and  engi- 
neering, has  been  acknowledged  by 
both  The  Princeton  Review  and  US 
News  and  World  Report  as  one  of  the 
top  five  college  values  in  the  country. 

"New  Mexico  is  business-friendly," 
notes  Governor  Bill  Richardson.  "We 
are  committed  to  providing  companies 
with  the  necessary  tax  and  labor 
incentives,  education  opportunities 
and  quality,  available  workforce  to  run 
cost-efficient,  profit-making  opera- 
tions. Our  economy  is  solid,  with  a 
balanced  budget,  a  budget  surplus  and 
approximately  $14  billion  in  reserves." 

But  beyond  eye-catching  press  clip- 
pings and  a  healthy  bank  account,  one 
of  the  Land  of  Enchantment's  most 
abundant  resources  is  intellectual  capi- 
tal. The  state  ranks  fifth  in  the  country  in 
the  percentage  of  the  population  over 
25  that  possesses  a  Ph.D.  In  addition, 
Albuquerque  and  Santa  Fe  remain  two 
of  the  country's  leading  "Creative 
Class"  cities,  as  rated  by  author  Richard 
Florida  in  The  Rise  of  the  Creative  Class. 
Florida's  research  recognized  commu- 
nities that  positioned  themselves  for 
rapid  economic  growth  by  placing  a 
premium  on  innovation  and  creativity 
and  attracting  creative  types  in  all  fields, 
from  arts  to  aerospace. 

Entrepreneur  Paul  Shirley,  now  pres- 
ident and  chief  executive  officer  of 
Qynergy  in  Albuquerque,  says  he  him- 
self recognized  these  very  qualities, 
and  chose  the  state  to  be  home  to  his 
first  company  in  1993. 


"I  absolutely  love  the  diversity;  I 
Native  American-Hispanic-Anglo  c 
ture  is  one  of  a  kind  in  the  world  T 
second  piece  is  the  richness  of  tel 
nology.  We  have  in  New  Mexi 
access  to  everything  from  very  r; 
research  all  the  way  up  through  tei 
nology  that  can  be  fielded  to  do  sor 
very  innovative  and  creative  thing 
Shirley  says. 

Shirley  started  his  company  with  ti 
other  partners  and  $1,500.  In  2000  tr 
sold  the  company,  which  specialized 
laser  technology  and  electro-optics, 
Boeing  for  $20  million. 

"If  you  want  to  make  something  hi 
pen,  you  can  come  in  and  invent  it,  a 
I  love  being  able  to  be  in  that  very  c 
ative,  innovative  environment  where 
can  create  something  from  nothing." 

RESEARCH  AND 
DEVELOPMENT: 
R&D  Was  the  Bomb, 
But  Not  Anymore 

Ever  since  brainpower  was  h 
nessed  to  birth  the  atomic  bomb 
World  War  II,  scientific  research  a 
development  has  remained  a  high  pri 
ity.  But  as  geopolitics  has  shifted  o» 
the  decades,  so  has  the  mission 
research  centers  like  the  national  tab 
ratories  at  Sandia  and  Los  Alamos  a 
the  string  of  outstanding  universit 
from  Las  Cruces  to  Albuquerque.  Nc 
fields  like  nanotechnology,  micros' 
terns,  alternative  energy  and  spe 
travel  have  moved  to  the  forefront. 

"I  see  (R&D)  as  shifting  away  frc 
the  traditional  nuclear  stockpile  resear 
based  effort  to  a  much  more  divei 
research  climate  that  addresses  problei 
outside  of  nuclear  weapons,"  says  Dr.  \, 
Romero,  vice  president  for  Reseat 
and  Economic  Development  at  Ne 
Mexico  Tech. 

The  connection  between  the  natio 
labs  and  universities  was  strengthen 
earlier  this  year  through  an  agreeme 


A  popular  location  for  centuries. 

The  Pueblos  were  definitely  on  to  something.  And  so  is  Pitney  Bowes. 
We're  sold  on  New  Mexico,  and  for  good  reason. 

Where  else  would  the  rich  ancient  culture  of  America's  Southwest  meld 
seamlessly  with  the  thriving  commerce  of  a  thoroughly  modern  state?  It's 
a  perfect  fit  for  Pitney  Bowes.  Our  wide  range  of  products  and  services  for 
mailstream  solutions  is  perfectly  suited  to  the  progressive  business  climate 
New  Mexico  offers.  We're  here  to  stay  and  give  a  hearty  thumbs  up  to  anyone 
considering  a  move  to  The  Land  of  Enchantment. 

s§p  Pitney  Bowes 

Engineering  the  flow  of  communication"" 
www.pb.com 


ADVbK  I  IbbMbN  I  4 


PITNEY  BOWES  INC. 
MICHAEL  CRITELLI 

Pitney  Bowes  established  roots  in 
New  Mexico  nearly  half  a  century 
ago  in  January  1957.  Today, 
the  company  has  grown  its  local 
presence  to  include  successful 
operations  in  Albuquerque,  Santa  Fe, 
Clovis,  Roswell,  Los  Lunas  and 
Farmington,  employing  and  promoting 
development  of  a  prosperous  New 
Mexican  labor  force.  Pitney  Bowes 
values  diversity  in  our  employees, 
customers,  business  partners 
and  communities. 

As  a  leading  supplier  of  mail  and 
document  management  products 
and  services  for  New  Mexico, 
Pitney  Bowes  has  served  the 
state's  thriving  business  marketplace 
by  partnering  with  private  sector 
companies  and  government  agencies 
to  provide  a  full  suite  of  business- 
building  solutions  for  decades. 

Beyond  our  dedication  to  New 
Mexico's  growing  economy  and 
workforce,  Pitney  Bowes  is  also  a 
highly  committed  member  of  the 
New  Mexico  community,  focusing 
on  issues  including  literacy  and 
education.  Pitney  Bowes  is  here  to 
stay  in  New  Mexico. 

Dip  Pitney  Bowes 

Engineering  the  flow  of con  munication" 


to  create  six  "advanced  technology  cen- 
ters" around  the  state.  The  purpose  is  to 
pool  the  intellectual  property  of  11 
research  institutes  within  New  Mexico 
to  accelerate  the  commercialization  of 
technological  breakthroughs  in  areas 
including  optics,  medical  isotopes,  fuel 
cells  and'sustainable  natural  resources. 

In  fact,  the  agreement  was  the  latest 
step  in  a  long-running  effort  to  transfer 
technology  from  the  universities  and 
labs  to  the  private  sector. 

"Part  of  our  strategy  is  to  get  in  on  the 
ground  floor  of  new  industries,"  explains 
Rick  Homans,  cabinet  secretary  for  eco- 
nomic development.  "New  Mexico  has 
some  of  the  best  and  most  world-class 
facilities  when  it  comes  to  microsystems 
and  nanotechnology  and  biotechnology. 
These  are  industries  that  are  going  to  be 
huge.  We  want  to  plant  the  seeds  in  the 
form  of  small  companies,  prototype 
manufacturing  and  grow  that  into  world- 
wide manufacturing." 


BUSINESS  AND 
RESEARCH  PARKS: 

Business  Finds  a  Home 
In  New  Mexico 

As  business  and  political  leaders 
more  emphasis  on  the  transfer  of  5 
ernment  and  university  technology 
the  private  sector,  the  need  for  a  pi 
for  businesses  to  call  home  beca 
more  important. 

"In  the  '90s  we  were  challenged 
meet  the  needs  of  so  many  prospec 
companies.  We  didn't  have  eno 
buildings  and  we  didn't  have  enoi 
industrial  parks  to  be  able  to  meet 
needs  of  several  clients,"  says  G 
Tonjes,    president   of  Albuquerc 
Economic  Development.  "That 
changed,  and  it's  in  the  process 
changing  in  a  big  way." 

In  the  high-tech  arena,  everyth 
from  office  space  to  incubator  spac 
available.  The  University  of  New  Me: 
Science  and  Technology  Park  inclu 


"New  Mexico  is  business-friendly.  We  ai 
committed  to  providing  companies  with  tb 
necessary  tax  and  labor  incentives,  educatia 
opportunities  and  quality,  availab 
workforce  to  run  cost-efficien 
profit-making  operations, 

—  Governor  Bill  Richardso 


SOME  OF  THE  WORLD'S  MOST  IMPORTANT  INNOVATIONS  ARE  BEING  MADE 
IN  ONE  OF  ITS  MOST  UNLIKELY  PLACES. 

New  Mexico  has  never  been  a  common  place.  Its  unique  history,  culture  and  landscapes  are 
legendary.  But  you  might  be  surprised  to  know  that  New  Mexico  is  also  home  to  some  of  t  he 
most  valuable  research  in  the  world.  Our  three  research  universities,  the  University  of  New 
Mexico,  New  Mexico  State  University  and  New  Mexico  Tech,  are  breaking  new  ground  in 
fields  that  range  from  nanotechnology  to  bioengineering  to  optics.  To  learn  more  about 
extraordinary  research  being  done  in  an  extraordinary  place,  visit  our  websites. 
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Garrett  Thornburg 

Chairman  and  CEO 


Thornburg  Mortgage 


Thornburg  Mortgage  Inc.,  established 
in  1993,  is  a  single-family  residential 
mortgage  lender  with  $34.5  billion  in 
assets.  The  NYSE-listed  company 
(symbol:  TMA)  seeks  to  deliver 
attractive  dividend  income  and  steady 
growth  for  its  shareholders  through 
the  acquisition  and  origination  of  high 
credit,  quality  adjustable-rate 
mortgage  assets.  Capitalizing  on  its 
innovative  lending  model  and  REIT 
tax  structure,  Thornburg  Mortgage  is 
an  efficient  provider  of  specialized 
mortgage  loan  products  for 
borrowers  with  excellent  credit. 


Founded  in  1982  in  Santa  Fe, 
Thornburg  Investment  Management 
manages  eight  iaddered-maturity 
bond  funds  and  four  equity  mutual 
funds  as  well  as  separate  accounts 
for  institutional  and  high  net  worth 
clients.  The  firm  is  employee  owned 
with  managed  assets  of  $1 5.3  billion. 
Thornburg  Securities  Corporation 
is  the  distributor  of  the  mutual  funds. 
Headquartered  in  Santa  Fe,  New 
Mexico,  both  companies  share  three 
hallmarks:  high  quality  operations, 
a  disciplined  approach  to  managing 
investments  and  controlling  risks  and 
innovative  strategies  for  achieving 
investors'  goals. 

wvsrw.thornburg.com 


the  Center  for  High  Technology 
Materials  and  the  Manufacturing  Training 
and  Technology  Center  (MTTC). 

The  Sandia  Science  and  Technology 
Park  continues  to  attract  tenants  such  as 
EMCORE,  Team  Specialty  'Products, 
Ktech  Corporation,  the  Computer  Science 
Research  Institute,  the  Center  for 
Integrated  Nanotechnology  and  the 
Sandia  Synergy  Center.  "The  park  has 
been  wildly  successful,  and  there  are 
many  companies  that  want  to  have  imme- 
diate access  and  proximity  to  Sandia 
National  Laboratories,  both  from  a  cus- 
tomer relations  and  technology  access 
perspective,"  reports  Tonjes. 

New  Mexico  State  University  in  Las 
Cruces  is  developing  the  Arrowhead 
Research  Park.  NMSU  is  classified  as  a 
top  research  institute  by  the  Carnegie 
Foundation  and  administers  about 
$152  million  in  research  and  service 
expenditures  annually.  The  park  will 
feature  a  world-class  telecommunica- 


tions network,  an  incubation  ce 
and  access  to  more  than  100  infon 
tion  technology  specialists. 

The  12,000-acre  Mesa  del  Sol  plarj 
community  just  south  of  Albuquerd 
developed  by  Forest  City  Covington  U 
will  include  a  1,400-acre  industrial 
with  three  million  square  feet  of  comn 
cial  buildings.  The  site  will  also  incj 
4,400  acres  for  residential  and  retail 
3,400  acres  of  open  space  and  800  ad 
for  schools  and  universities. 


MANUFACTURING: 

From  High  Tech 
To  High  Altitude 

While  many  communities  are  lo 
manufacturing  jobs  overseas,  cen 
New  Mexico  continues  to  hold  its  o 
Intel  is  expanding  its  chip-manufactu 
plant  in  Rio  Rancho.  Other  high-t 
companies  near  Albuquerque  that 
attracting  talent  and  investment  inc 
NanoPore,  MesoSystems,  CVI  La 
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[pidigm,  Zia  Laser,  Advent  Solar  and 
f|3ixel,  offers  AED's  Tonjes. 
wAle  have  an  excellent  workforce 
I  tax  environment  and  incentives 
[manufacturing  industries  across  the 
Ird,"  says  Jim  Colson,  chief  executive 
feer,     New     Mexico  Economic 
relopment  Partnership.  "We  have 
of  available  space  and  our  incen- 
s  are  geared  toward  encouraging 
tal  investment  and  training  New 
<icans  for  specific  jobs,  especially 
lanufacturing." 

Ilbuquerque-based  Eclipse  Aviation  is 
manufacturer  that  everyone  is  talk- 
about.  The  company  already  has 
<e  than  2,000  orders  for  its  Eclipse 
I  very  light  jet.  The  company  hopes  to 
t  production  of  the  plane  in  2006 
|r  receiving  final  Federal  Aviation 
"linistration  certification.  The  twin- 
Sne,  six-seat  small  business  jet  will 
for  about  $1,295  million, 
aircraft  manufacturing  has  obviously 
i  around  for  a  long  time.  But  no  one 
packaged  it  before,  using  all  the  latest 
greatest  technologies  incorporated 
a  product  such  as  this,"  says  Tonjes. 
idds  that  as  the  production  date  nears, 
it  a  dozen  suppliers  are  expected  to 
locating  to  Albuquerque  with  Eclipse, 
ting  about  2,000  jobs  by  2010. 

&CEPORT: 

e  Space  Industry 

ces  Off  in  New  Mexico 

ie  sky  is  not  the  limit  for  everyone. 
'  Mexico  plans  to  be  a  player  in  outer 
:e.  The  New  Mexico  Office  for  Space 
lmercialization  was  established  in 
I  to  promote  and  manage  the  region- 
jaceport  program.  By  next  year,  the 
3  hopes  to  get  an  FAA  license  for  a 
osed  spaceport  to  be  located  on  27 
ire  miles  of  land  near  Upham,  NM. 
spaceport  would  eventually  be  the 
for  commercial  space  launches, 
iding  passenger-carrying  rockets 
ing  suborbital  and  orbital  rides. 


"We've  been  in  the  process  of  putting 
together  a  strategic  plan  and  talking  to 
all  the  private  sector  players  in  the  space 
industry  internationally  —  European, 
Russian,  U.S.,  Canadian  and  Latin 
American,"  relates  Homans. 

Additionally,  the  Countdown  to  the 
X  Prize  Cup  was  held  this  month 
(October)  near  Las  Cruces.  The  event 


served  as  the  precursor  to  the  2006 
inaugural  X  Prize  Cup  event,  which 
will  feature  a  competition  between 
privately  financed,  passenger-carrying 
space  vehicles. 

"New  Mexico  has  a  legacy  of  leader- 
ship with  space  exploration  through 
our  national  laboratories,  the  U.S. 
military,  the  aerospace  industry  and 


0t\  L*L,  Lcre  Ctmes  }l\e  Mar^*n}a  car}. 


Be  it  for  business  or  pleasure,  there's  never  been  a  better  time  to  visit  Albuquerque. 
All  year  long  we're  celebrating  our  Tricentennial. 
300  years  of  art,  history  and  culture.  Come  join  the  celebration. 
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We  want  the  industry  from 
A  to  Z  here.  That  involves 
financing,  casting, 
screenplays,  directing 
and  producers.  We 
want  the  artistic 
and  the  business 
community  to  be 
i       based  here." 


— Cabinet  Secretary 
t         M  Honians 


mny 

is  pleased  to  be  a  partner  in  the 
economic  development  of  New  Mexico. 


For  over  50  years,  commitment  to  quality 
has  been  the  foundation  of  everything  Pulte 
Homes  represents.  This  is  why  The  Pulte 
Homes  Family  is  investing  millions  of  dollars 
into  jobs,  development  and  taxes  that  benefit 
the  people  of  New  Mexico.  We  share  the  vision 
for  the  economic  development  of  this  dynamic 
state  and  are  pleased  to  be  a  partner. 


i  PULTE  HOMES  NkMLI 


For  more  information  about  current  and  future  Pulte  Homes  and  Del  Webb  communities 
in  New  Mexico,  please  visit  pulte.com/forbes  or  delwebb.com/forbes,  or  call  866-322-7248. 


II 


our  large  number  of  bold  entref 
neurs,  and  we  are  poised  to  do 
same  with  space  commerciahzatk 
says  Governor  Richardson,  "i 
Mexico  continues  to  take  the  leac 
advancing  the  next  generation 
space  vehicles  and  space  travelers 


FILM  AND  DIGITAL  MEDI 

The  Picture  Is  Developing 

New  Mexico  is  not  ready  to  coma 
with  Hollywood  just  yet,  but  there  is 
doubt  it  has  begun  to  make  its  nam 
the  industry  —  so  much  so  that  o1 
states  are  beginning  to  try  to  replicj 
the  state's  generous  package  of 
rebates  and  interest-free  loans  to  f| 
makers  and  production  companies 

In  2002,  although  some  of  the  inc 
fives  were  in  place,  the  economic  imp 
of  the  movie  business  in  New  Mex 
was  a  mere  $8.8  million.  Since  then, 
economic  impact  has  skyrocketed 
$425  million,  reports  Eric  Witt,  the  go\ 
nor's  director  of  media  arts  developing 

There  have  been  32  movies  and 
shows  produced  during  the  same  peri) 
mainly  by  out-of-state  production  com 
nies  and  studios.  That's  an  average 
about  one  a  month,  with  plenty  more 
the  way,  Witt  says.  The  state  has  stepri 
up  by  appropriating  $12  million  for  cn 
training  to  keep  up  with  the  dema 
There  are  also  several  plans  to  add  sou 
stages  to  the  state's  film  infrastructure 

But  Witt  explains  that  the  stat 
next  phase  of  development  invol\| 
developing  above-the-line  talent 
writers,  directors,  producers  and  acta! 
"We  want  to  become  self-sustain 
with  movies,  (having  them)  shot,  edij 
and  written  by  New  Mexicans." 

"We  don't  want  to  be  just  a  ba 
lot  for  a  part  of  the  production,"  aq 
Homans.  "We  want  the  industry  fri 
A  to  Z  here.  That  involves  financhj 
casting,  screenplays,  directing  and  p 
ducers.  We  want  the  artistic  and  1 
business  community  to  be  based  her] 
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f  IE  WEALTH  OF  NEW 
MEXICO'S  BORDERS 

|unty  of  the 
stern  Prairie 

jbundant  late-summer  monsoon 
us  in  New  Mexico  this  year  have 
ided  a  vast  tapestry  of  verdant  pas- 
Hands  on  the  state's  eastern  plains. 
If  legendary  cattle  drives  of  a  century 
;  still  scar  the  landscape  of  the 
■  ffalo  plains,"  but  the  bounty  of  milk 
i  cheeses  suddenly  rivals  beef  for 

eminence  in  the  state's  rapidly 

anding  agribusiness. 

le  newly  christened  "micropolitan" 

er  communities   of   Clovis  and 

ales  on  New  Mexico's  eastern  bor- 
with  Texas  comprise  over  50,000 

pie  and  represent  the  epicenter  of 
istate's  booming  dairy  farm  industry. 

;rby  Cannon  Air  Force  Base  anchors 
region's  economy  with  over  6,500 

i  and  an  estimated  annual  payroll  of 


$200  million,  although  the  Pentagon's 
Base  Realignment  Commission  has 
proposed  that  the  base  be  turned  into 
a  nonoperational  enclave. 

Staunch  business  leaders  in  Clovis 
and  Portales,  however,  are  rapidly 
diversifying  the  local  economy  by  cap- 
italizing on  the  dynamic  dairy  farm 
industrial  complex  and  anticipating 
new  opportunities  in  aviation  and 
renewable  energy. 

Chase  Gentry,  executive  director  of 
the  Clovis  Industrial  Development 
Corporation,  points  to  the  October  2005 
opening  of  the  new  Southwest  Cheese 
production  plant  as  further  proof  that 
Clovis  has  consolidated  its  status  as  the 
regional  hub  of  a  highly  productive  dairy 
belt.  Co-owned  by  Ireland's  Glanbia 
Corporation,  Southwest  Cheese  will 
employ  225  people  upon  full  production. 

Besides  the  salubrious  climate  in 
eastern  New  Mexico  for  cattle  and 


dairy  production,  Gentry  is  proud  of 
the  business-friendly  partnership  forged 
with  Clovis  Community  College,  a  thriving 
campus  of  4,000  students.  The  college 
has  developed  a  customized  training 
curriculum  for  dairy  production  and 
agribusiness  and  is  well  equipped  with 
an  advanced  fitness  center  and  day  care 
facility  to  support  family  needs. 

As  historic  rivals  and  now  develop- 
ment partners,  Clovis  and  Portales, 
just  17  miles  apart,  are  busy  designing 
a  visionary  and  diversified  economy 
based  upon  a  foundation  of  peanut  and 
soybean  production,  cattle  and  dairies 
and  emerging  opportunities  in  alterna- 
tive energy  and  aviation.  Portales 
Mayor  Orlando  Ortega  predicts  that 
"our  greatest  challenge  will  be  to  grow 
the  population  to  fill  the  growing  job 
sector  here."  Ortega  is  quick  to  rattle 
off  a  list  of  plant  expansions,  including 
the  $43  million  overhaul  of  Dairy 


iPHEXKXr 


LAND  of  ENCHANTMENT 

TOURISM    DEP  A  R  T  M  E  N  T 


FOR  A  VACATION  GUARANTEED 
TO  TAKE  YOU  FULL  CIRCLE, 
VISIT  NEWMEXICO.ORG  OR 
CALL  1-800-733-6396  EXT.  3186. 


ADVERTISEMENT  10 


Concepts,  an  innovative  producer  of  an 
enhanced  milk  and  protein  beverage. 

Both  Clovis  and  Portales  are  focusing 
on  community  development  and  tourism 
enhancement  campaigns  to  complement 
industrial  strategies.  In  partnership  with 
local  and  state  Main  Street  revitalization 
programs,  both  communities  are  rehabil- 
itating historic  movie  theaters  for  new 
roles  as  multipurpose  performing  arts 
centers.  Governor  Bill  Richardson  has 
pledged  funds  and  technical  assistance 
to  help  Clovis  redevelop  its  historic  rail- 
yard  district,  still  a  busy  freighting  and 
switching  complex. 

"Soft"  Adventures  in 
Southern  New  Mexico 

World-class  tourism  and  cultural  desti- 
nations in  New  Mexico's  Rio  Grande 
corridor,  including  Taos,  Santa  Fe, 
Albuquerque,  Las  Cruces  and  a  cluster 
of  Native  American  homelands,  have 


lured  travelers  and  adventurers  for  « 
turies.  Now  communities  in  south 
New  Mexico  and  the  eastern  "llano" 
planning  to  capitalize  on  the  huge  in 
of  tourists  from  neighboring  states 
enhancing  community  appeal  along  n 
tourism  facilities  and  attractions. 

Recent  developments  in  the  gli 
tourism  and  mass-media  entertainnr 
industries  have  produced  surprising  i 
opportunities  for  southern  New  Me> 
Indian  gaming  compacts  endorsed 
Governor  Gary  Johnson  (1994-2002)  h 
encouraged  nearly  all  of  New  Mexi 
Pueblo  and  Apache  to  build  ever  la 
and  more  extravagant  casino  resc 
such  as  the  new  Inn  of  the  Mour 
Gods,  a  $250  million  casino  and  re 
hotel  developed  by  the  Mescalero  Ape 
tribe  just  outside  Ruidoso. 

"The  New  Mexico  tourism  industry 
rebounded  in  2005  to  pre-9/11  lex 
which  were  (then)  at  record  hig 


Downtown  Albuquerque,  cents 
of  commerce  for  the  stat 


■PHP* 

Cars  aren't  always  the  vehicle 
of  choice  here.  Sometimes,  it's 
your  favorite  steed.  Your  golf 
cart.  Or  your  own  two  feet  as 
you  walk  the  course.  It's  all  up 
'  »  to  you  at  Las  Campanas,  an 
incomparable  community  in 
Santa  Fe. 

Take  lessons  in  all  riding 
disciplines  at  our  all-inclusive 
Equestrian  Center.  Or  board 
your  horses  here,  where  the 
instructors  include  nationally 
recognized  riding  champions. 
Then  head  for  a  different 
kind  of  range,  and  cither  of 
two  Jack  Nicklaus  Signature 
Golf  Courses.  Anything  and 
everything  is  possible  when  you 
live  here.  Including  the  chance 
to  go  your  own  way,  however 
you  choose  to  get  there. 

LAS  CAMPANAS 

SANTA'  FE 


.  Homesites  from  $250,000 
 .*v .  ...  ..If...  . 


.  Homesites  from  $250,000 
to  over  $1  million 

■  .866-  292-2467 
wuw.hiscampanas.com 


lares  Jon  Hendry,  marketing  director 
|  he  state's  tourism  department.  With 
Nine  at  record  prices,  the  department 
I  created  strategic  marketing  cam- 
ins  directed  at  its  primary  "drive-in 
Jer"  markets  in  Texas,  Oklahoma  and 
i  :hern  California. 

^Travelers  nowadays  want  safety, 
jurity  and  soft  adventure,"  Hendry 
|  s,  "and  New  Mexico  has  it  all.  We're 
|  to  get  to  —  no  passports  —  it's 
r  once  you  get  here,  and  it's  almost 
visiting  a  foreign  country." 
icause  tourism  is  a  major  engine 
-the    state's   economy,  Governor 
jardson  has  proposed  a  "branding" 
I paign  for  the  state  to  craft  a  com- 
ig  and  unified  marketing  message, 
prding  to  Pahl  Shipley  of  the  gover- 
;  office,  "we're  trying  to  pull  togeth- 
he  efforts  of  six  state  agencies, 
fiding  tourism,  economic  develop- 
t  and  arts  and  culture,  and  provide  a 
;istent  theme  for  New  Mexico." 
irty-five  miles  south  of  Roswell,  the 
!  sleepy  town  of  Artesia  boasted  of 
perennial   championship  football 
ds  and  its  landmark  oil  refinery  "sky- 
Now,  thanks  to  remarkable  Main 
3t  community  reinvestment  projects, 
;ia  has  become  a  symbolic  leader  in 
Mexico's  efforts  to  revitalize  its  his- 
communities  through  the  Main 
?t  program,  which  now  serves  over 
immunities  statewide, 
yton  Yates,  executive  vice  presi- 
of  Yates  Petroleum  Corporation 
i  an  active  champion  of  local  and 
jwide  Main  Street  projects,  notes 
"our  efforts  are  starting  to  pay  off. 
pie   are   taking    notice   of  our 
jtscape  and  beautification  proj- 
.  Not  much  happened  around  here 
>0  years,  and  then  we  started  to 
;  on  enhancing  our  community, 
i  our  mild  climate,  friendly  people, 
good  schools,  Artesia  is  a  great 
3  to  rear  a  family." 
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Arts  corridors  and  cultural  attractions 
are  also  widely  accepted  components 
of  the  state's  economy.  New  Mexico 
can  claim  the  nation's  oldest  culture- 
based  economy,  as  Pueblo  pottery  was 
commonly  traded  for  Mexican  macaw 
feathers  over  a  thousand  years  ago.  A 
prize-winning  contemporary  Pueblo  ves- 
sel fetches  tens  of  thousands  of  dollars  at 
the  annual  Santa  Fe  Indian  Market,  and 
the  capital  city  touts  its  status  as 
America's  third-largest  art  market,  behind 
New  York  City  and  San  Francisco. 

A  study  released  by  New  Mexico's 
Department  of  Cultural  Affairs  in  2005, 
titled  "On  Fertile  Ground:  New  Mexico 
Counts  on  Culture,"  estimates  the  state's 
cultural  industry  size  at  about  $4.9  billion 
and  contributing  over  32,000  jobs.  Many 
attractive  rural  towns  that  enjoyed  mining 
or  railroad  booms  a  century  ago  are 
investing  in  historic  preservation  of 
homes  and  commercial  buildings,  and  are 


Santa  Teresa  Port  of  Entry,  the 
fastest  connection  between 
Juarez  maquilas  and  their 
New  Mexico  suppliers 
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THOSE  AREN'T  CLOUDS  YOU  SEE  IN  THE  CLEAR  BLUE  SKIES  OVER  NEW  MEXICO. 
THEY'RE  CONTRAILS  FROM  THE  ROCKETS  AND  JETS  OF  A  NEW  GENERATION  OF 
ASTROPRENEURS.  HERE  YOU'LL  FIND  THE  BRAINPOWER  OF  BOEING,  GOODRICH, 
GENERAL  ELECTRIC,  NORTHROP  GRUMMAN,  HONEYWELL,  ECLIPSE  AVIATION, 
ULTRAMAIN,  STARCHASER  AND  AAR.  THEY'RE  LAUNCHING  FROM  WHITE  SANDS 
MISSILE  RANGE.  EXPERIMENTING  IN  THE  NATIONAL  LABS  AT  SANDIA,  LOS  ALAMOS 
AND  THE  AIR  FORCE  RESEARCH  LABORATORY.  THEY'RE  FLYING  IN  OUR  UNCROWDED, 
LOCALLY  CONTROLLED  AIRSPACE.  AND  BUILDING  WHAT  COULD  BE  THE  WORLD'S 
FIRST  COMMERCIAL  SPACEPORT.  THEY'RE  READY  TO  TAKE  OFF  IN  THE  NEW  RACE 
FOR  SPACE  ARE  YOU? 


Above  and  beyond. 


,N?yvMexico|usggg|  * 


For  more  Information  call  1.888.715.5293  or  email  jcolson@nmpartnership.com. 
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Under  the  leadership  of  William  C.  Enloe, 
Chairman  and  CEO,  Los  Alamos  National 

Bank  (LANB)  has  become  one  of  the 
largest  and  fastest-growing  independent 
banks  in  New  Mexico  with  approximately 
$1 .2  billion  in  assets.  Mr.  Enloe 's 
commitment  to  customer  service 
excellence  led  LANB  to  win  the 
Malcolm  Baldrige  National  Quality  Award 

in  2000.  LANB  is  New  Mexico's  only 
recipient  and  the  only  financial  institution 
nationally  to  be  awarded  this  honor. 


Los  Alamos 

NATIONAL  BANK 


Smart  Banking. 


Foarsr  City  ElflUMlU, lifC 


Forest  City  has  set  a  standard  for 
balancing  strong  investment  strategy 
with  sustainable  development. 

Developed  in  partnership  with  Covington 
Capital,  Mesa  del  Sol  in  Albuquerque. 
NM,  will  be  our  next  success  story. 

Motivated  leadership,  in  conjunction  with 
a  highly  educated  and  creative  workforce, 
will  power  Mesa  del  Sol's  high  growth 
potential. 

Forest  City  and  Covington's  commitment  to 
legacy  growth  ensures  that  Mesa  del  Sol  will 
be  developed  using  the  same  strategies  we 
have  incorporated  for  our  other  long-term 
success  stories. 

www.  mesadeisolnm .  com 


also  considering  the  establishment  of  arts 
and  cultural  districts  to  lure  the  new  "cre- 
ative class,"  which  is  so  vital  to  prosperity 
in  the  digital  economy. 

Magic  of  Maquiladoras 

The  election  of  former  ambassador 
and  Congressman  Bill  Richardson  as 
governor  of  New  Mexico  in  2002 
reinforced  the  strategic  importance 
of  the  state's  border  with  Mexico. 
The  Richardson  administration  has 
moved  aggressively  to  support  explo- 
sive growth  in  Las  Cruces,  the  state's 
second-largest  city  of  nearly  100,000 
residents.  Isolated  for  centuries  at  the 
far  edge  of  the  Spanish,  Mexican  and 
American  frontiers,  New  Mexico  is 
now  well  positioned  to  provide  a  criti- 
cal gateway  to  the  surging  potential  of 
Mexico  and  Latin  America  beyond. 

Explosive  economic  growth  in  the  Las 
Cruces/EI  Paso/Ciudad  Juarez  multiplex 
has  been  fueled  by  NAFTA  and  the  con- 
struction of  maquiladoras,  manufacturing 
plants,  in  Ciudad  Juarez  during  the  past 
40  years.  After  a  dormant  period  of  analy- 
sis and  reassessment  a  few  years  ago, 
interest  in  maquiladora  manufacturing  is 
resurging,  according  to  Steve  Vierck, 
president  of  the  Mesilla  Valley  Economic 
Development  Alliance  (MVEDA),  which 
serves  the  greater  Las  Cruces  region. 

"Skilled  labor  and  transportation  con- 
cerns are  huge  factors  for  (manufacturing) 


higher-end  products  that  might  red 
injection  molding  and  complex  assert1 
he  notes.  Longer  delivery  times  for  14 
bulky  products  from  China  and 
in-time  inventory  systems  can  f 
the  maquiladoras. 

Vierck  mentions  the  recent  decisio 
Electrolux  to  build  a  state-of-the-art  3 
million  refrigerator  manufacturing  fa 
in  Ciudad  Juarez  (Mexico's  fifth-lar 
city).  The  Electrolux  plant,  which  ope 
on  July  1 ,  2005,  is  a  positive  indicator 
maquiladoras  will  attract  industrial  grc 
for  years  to  come.  "We're  already  se 
spin-off  suppliers  (to  Electrolux)  locatir 
New  Mexico,  at  Santa  Teresa  and  arc 
Las  Cruces." 

The  employment  boom  in  Santa Ter 
Sunland  Park  and  Las  Cruces  has  fo 
major  infrastructure  projects  and  \a 
force  training  programs  into  overd 
Regional  water,  sewer  and  transports 
systems  are  now  completed  that 
enable  sustained  residential  growtf 
major  asset  is  Las  Cruces-based  f 
Mexico  State  University  (NMSU),  ho 
to  16,000  students  and  boasting  hi 
rated  engineering  programs. 

Vierck  explains  that  many  NN 
grads  are  hired  by  the  other  b 
employment  cluster  in  Las  Cruces: 
aerospace  and  high-technology  b| 
nesses,  which  support  White  Sa| 
Missile  Range.  "A  great  many  a 
space  engineers  employed  by  N/ 


E      X      I      C  □ 


ADVERTISEMENT  13 

<e  their  homes  in  Las  Cruces,  and 
t's  a  great  location  for  R&D." 
owntown  Las  Cruces  is  anticipating  a 
or  renaissance,  as  its  historic  Main 
et  will  once  again  reopen  to  vehicular 
ic  after  a  mall  built  in  the  mid-1970s 
astated  small  businesses.  A  bulldozer 
y  in  August  2005  launched  recon- 
ction  projects  to  develop  a  theater  dis- 
and  attract  new  retail  businesses  and 
!?r  cultural  attractions.  A  spectacular 
i  million  restoration  of  the  vintage  Rio 
ide  movie  theater  will  be  completed 
eptember  2005,  symbolically  casting 
lotlight  on  what  was  once  El  Camino 
I,  the  "royal  road"  between  Mexico 
and  Santa  Fe. 

fs  destined  to  become  a  royal  road 
ommerce  once  more.  ■ 
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querque  Convention  and  Visitors 
>au 

v.itsatrip.org 

querque  Economic  Development,  Inc. 
v.abq.org 

st  City  Covington  NM 
v.mesadelsolnm.com 

Campanas 

v.lascampanas.com 

Alamos  National  Bank 

v.lanb.com 

Mexico  Department  of  Cultural 
rs 

v.newmexicoculture.org 

Mexico  Economic  Development 
Wship 
i/.goNM.biz 

Mexico  State  University 
v.nmsu.edu 

Mexico  Tech 
i/.nmt.edu 

;y  Bowes 

v.pb.com 

Homes,  Inc. 

v.pulte.com 

i  of  New  Mexico  Tourism 
i/.newmexico.org 

nburg  Companies 
v.thornburg.com 

ersity  of  New  Mexico 
kf.unm.edu 


N  E 


□  N   FERTILE  GROUND 


From  museums  and  monuments  to 

libraries  and  laboratories,  New  Mexico 
offers  a  wealth  of  cultural  riches  in  the 
form  of  art,  archaeology,  history,  music, 
and  more.  Culture  makes  New  Mexico 
an  exciting  place  to  live,  to  work,  to 
raise  a  family,  or  to  enjoy  retirement. 

Find  out  more.  Visit  our  website 
and  download  a  free  copy  of 
On  Fertile  Ground,  a  study  of  the 
economic  impact  of  culture  in  New 
Mexico. 


ON  E  W    MEXICO    DEPARTMENT  OF 
CULTURAL  AFFAIRS 
www.newmexicoculture.org 


ALBUQUERQ  U  E 


5th  best  city  for  business  in  the  U.S. 

Want  to  take  your  business  to  a  higher  level? 

Move  up  to  Albuquerque.  You'll  be  in  good  company. 


albuquerque 

Economic 

Development 


Contact:  Gary  Tonjes,  505-246-6200 
or  visit  www.abq.org 
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Cflskcts 


THE  BATESVILLE  CASKET  CO.'S  CAVERNOUS 
coffinmaking  plant  in  Batesville,  Ind.  is  a 
macabre  study  in  industrious  efficiency. 
Running  full  throttle  from  7  a.m.  to  1  a.m. 
five  days  a  week,  it  employs  a  total  of  675 
workers  split  into  two  shifts,  turning  out  a 
thousand  polished  caskets  a  day.  They  start 
with  coils  of  steel  and  bronze  and  in  less  than  five  hours 
produce  a  plush,  velvet-lined  resting  place  for  the  dearly 
departed,  each  in  a  different  model  and  color. 

To  dress  up  the  interior,  automated  sewing  machines 
embroider  the  Stars  of  David,  military  seals,  bucking 
broncos  or  any  of  15,000  designs  into  frilly  fabrics  in  such 
shades  as  "spitfire  red"  and  "dusty  rose."  To  personalize 
funerals  (and  goose  sales  at  the  16,000  funeral  homes  that 
sell  Batesville  boxes),  theme  caskets  are  sold  for  golfers, 
musicians,  hunters  and  the  like,  featuring  removable  cas- 
ket-corner keepsakes — replicas  of  jumping  bass,  flying 


ers  that  compete  with  funeral  homes,  cuts  off  funeral 
homes  caught  selling  its  caskets  to  discounters  and  files 
intimidation  lawsuits  alleging  trademark  infringement  or 
patent  violations  on  such  things  as  a  lawn  ornament  that 
holds  the  ashes  of  your  beloved.  The  result:  Bereaved 
families  pay  thousands  of  dollars  more  for  a  casket  than 
they  otherwise  would,  21  years  after  the  U.S.  government 
tried  to  crack  open  coffins  to  competition. 

The  rising  chorus  of  complaints  includes  an  antitrust 
suit  filed  against  Batesville  in  northern  California's  U.S.  Dis- 
trict Court  last  May  by  a  consumer  group,  accusing  it  and 
certain  funeral  chains  of  artificially  inflating  casket  prices 
by  squeezing  discounters,  resulting  in  overcharges  of  "hun- 
dreds of  millions,  if  not  billions,  of  dollars  for  caskets."  In 
july  another  antitrust  lawsuit  was  filed,  this  one  also  in 
northern  California,  naming  Batesville  and  a  big  chain  of  fu- 
neral homes,  Service  Corp.  International,  and  two  others. 
Several  similar  lawsuits  against  the  casketmaker  are  pending, 


Six  Feet  Under 

Is  BATESVILLE  CASKET  deviously  fixing  prices  and  gouging 

the  bereaved?  Or  is  it  just  a  tough  company  protecting  the  channel? 

By  Seth  Lubove 


mallards,  a  needle  and  thread,  a  baseball  mitt. 

"We  have  a  product  no  one  wants  to  buy,"  says  Ken- 
neth Camp,  chief  executive  of  Batesville.  Litfie  extras  help. 
"It's  very  healthy  to  think  no  one  needs  you." 

The  dominant  player  in  the  $1.4  billion-a-year  U.S.  mar- 
ket, Batesville  has  $650  million  in  annual  sales,  more  than 
three  times  the  amount  of  the  number  two  rival,  Matthews 
International,  which  owns  both  York  and  Milso  casket 
brands.  It  provides  one-third  of  total  revenue  at  parent  Hil- 
lenbrand Industries,  also  of  Batesville,  a  once-unwieldy  con- 
glomerate that  had  owned  American  Tourister  (luggage) 
and  Medeco  (locks);  the  other  two-thirds  of  revenue  comes 
mosdy  from  hospital  beds.  (Talk  about  synergy.) 

Batesville  manages  to  grow  by  up  to  3%  a  year  at  a 
time  when  fewer  people  are  dying  and  cremation  has 
expanded  to  one-third  of  the  death  market,  up  55%  in 
ten  years.  The  company  attributes  its  lethal  success  to 
high  quality,  great  value  and  customer  service  that  builds  I 
™  intense  loyalty  in  "the  channel" — the  funeral  homes.  "We 
o  try  to  pamper  them,  take  care  of  their  needs,"  Camp  says. 
|       But  some  rivals,  regulators  and  detractors  see  a  more 
3  sinister  plot.  They  say  Batesville  thrives  on  price-fixing, 
s  restraint  of  trade  and  other  underground  practices.  They 
HI  allege  the  casket  behemoth  tries  to  stamp  out  direct  sell- 


and  it  also  is  under  investigation  by  the  attorneys  general  in 
Maryland  and  several  other  states.  Batesville  denies  the  var- 
ious lawsuit  charges  and  says  it  follows  the  law;  it  calls  the 
consumer-group  lawsuit  "a  compendium  of  scattershot  and 
vague  allegations." 

"The  more  I  looked  into  it,  the  more  I  uncovered  the 
less  tasteful  aspects  of  the  funeral  industry,"  says  Philip 
Wartel,  a  former  General  Electric  project  manager  who 
opened  his  Pioneer  Valley  Casket  store  in  Whadey,  Mass. 
three  years  ago.  In  July  he  filed  suit  in  U.S.  District  Court 
against  Batesville  and  Service  Corp.;  he  shut  down  his 
store  a  month  later.  Wartel  accuses  Batesville  and  its 
autonomous  funeral  homes  of  badmouthing  his  caskets. 
"I  had  instances  of  families  receiving  veiled  threats"  from 
funeral  directors  who  "said  if  the  family  didn't  buy  a  cas- 
ket from  them,  they  couldn't  fit  them  in  that  week." 

At  the  heart  of  the  complaints  is  Batesville's  cozy  and 
symbiotic  relationship  with  the  homes  that  sell  its  stately, 
polished  products.  In  many  cases  Batesville  is  their  exclusive 
supplier,  and  in  most  cases  it  is  their  number  one  seller. 
Batesville  dotes  on  them  assiduously,  wining  and  dining  fu- 
neral directors  at  annual  retreats  on  the  company's  farm 
and  providing  free  casket  showroom  renovations  in  ex- 
change for  devout  devotion  to  the  brand. 
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Caskets 


The  Federal  Trade  Commission  tried  to  open  the  casket 
market  in  1984,  requiring  homes  to  price  the  coffin  separately 
rather  than  charge  only  a  package  rate.  This  gave  rise  to  direct 
sellers  that  competed  with  the  homes,  offering  the  same  caskets 
for,  say,  30%  less  and  letting  funeral  homes  handle  all  other 
aspects.  The  savings  are  startling:  A  Promethean  Bronze  casket 
from  Batesville  retails  for  up  to  $25,000  at  a  funeral  home  but 
goes  for  $6,750  less  through  a  direct  seller,  FuneralDepo't.  But  two 
decades  later  only  a  tiny  portion  of  casket  sales  occurs  outside 
funeral  homes.  They  have  kept  their  lock  on  the  market  in  part 
because  of  eager  support  from  Batesville. 

The  funeral  home  business  is  frightfully  fragmented.  Some 
90%  of  the  nation's  21,000  homes  are  owned  privately,  and  even 
the  biggest  chain,  Service  Corp.,  owns  only  1,200  or  so  outlets. 
The  Batesville  brand  is  a  uniting  factor  for  thousands  of  homes,  its 
155  salesmen  each  handling  a  hundred  accounts.  Batesville  insists 
that  only  licensed  funeral  homes  may  sell  its  product  line — an  en- 
tirely legal  approach,  the  company  argues — and  refuses  to  supply 
direct  sellers.  When  a  funeral  home  tattles  on  a  rival  for  slipping 
Batesville  caskets  out  the  back  door  to  a  discounter,  Batesville 
tracks  the  serial  number  and  threatens  to  cut  off  the  offending 
home,  according  to  the  consumer  lawsuit  against  Batesville.  It  even 
changes  sales  policies  "in  ways  we  don't  think  make  sense  outside 
of  being  anticompetitive  and  shutting  out  competition,"  says 


that  Wartel's  assertions  are  bogus.  "Allegations  about  bottori 
falling  out  of  caskets  are  absurd,"  says  Forastiere,  whose  famj 
founded  the  funeral  home  in  1 905.  "It  simply  didn't  happen! 
He  says  he  is  a  loyal  Batesville  customer  because  of  the  con; 
pany's  quality  and  product  support. 

Other  undertakers  similarly  praise  Batesville.  It  flies  mai 
of  them  out  to  its  bucolic  headquarters  in  Batesville,  Ind.,  all 
home  to  one  of  its  seven  factories.  The  morticians  stay  at  Jawai 
dah  Farms,  a  657-acre  spread  in  southeastern  Indiana  on* 
owned  by  the  Hillenbrand  family.  They  are  feted  with  the  houi 
specialty  (Jawacdah  shrimp)  and  treated  to  seminars  Q 
funeral-home  management  and  marketing.  For  souvenirs, 
company  store  offers  casket  paperweights,  solid-chocolate  caj 
ket  candy  bars  and  other  morbid  curiosities.  "It's  an  awesort 
experience,"  says  Calvin  Corson  of  Kaiser-Corson  Funer 
Homes  in  Waverly,  Iowa.  "On  a  trip  like  that  you  take  awj 
more  than  you  leave.  It's  never  'How  can  we  sell  caskets?'  b 
'How  can  we  improve  your  life,  business  and  the  custome 
you  serve?' " 

For  morticians  who  can't  make  it  to  Batesville,  the  compai 
now  brings  Batesville  to  them.  Inside  two  1,000-square-fo 
traveling  casket  showrooms  mounted  on  expandable  1 
wheeler  trucks,  morticians  are  greeted  by  a  video  of  Ken  Can; 
purring  about  "noble  caring"  and  "a  voice  for  loved  ones  wlj 


"Batesville  isn't  the  bad  guy,  its  customers  are." 


Joshua  Slocum,  executive  director  of  the  Funeral  Consumers  Al- 
liance, lead  plaintiff  in  the  consumer  lawsuit. 

The  funeral  homes  do  their  part  by  shutting  out  the  regional 
casket  manufacturers  that  had  once  been  the  mainstay  of  the 
funeral  industry,  in  favor  of  exclusive  deals  with  Batesville. 
Joseph  Conzevoy,  a  casketmaker  in  the  Boyle  Heights  section  of 
Los  Angeles,  says  his  Golden  State  Casket  almost  went  out  of 
business  when  his  once-loyal  funeral  home  customers  were 
swallowed  by  chains  that  switched  to  wholesale  deals  with 
Batesville.  He  then  began  direct  sales  five  years  ago  via  a 
makeshift  showroom  and  on  the  Internet. 

Soon  after,  Conzevoy  lost  $300,000  in  sales  from  homes  that 
dropped  him  because  he  was  competing  with  them  on  caskets. 
He  covered  up  his  company's  name  on  the  sides  of  his  delivery 
trucks  for  three  years;  he  had  sold  to  75  homes  but  now  is  down 
to  just  a  few.  "We  nearly  died,"  he  says,  showing  off  caskets  that 
range  from  $275  for  a  cloth-covered  plywood  box  that  uses 
shredded  newspaper  as  cushioning,  up  to  a  $4,500  mahogany 
casket  that  he  claims  sells  for  twice  as  much  in  a  funeral  home. 

Batesville  may  be  less  to  blame,  though,  than  the  funeral 
homes  that  do  its  bidding.  Phil  Wartel  blames  Forastiere  Funeral 
Home  of  Springfield,  Mass.,  a  unit  of  the  Carriage  Services  chain, 
for  killing  a  sale  after  a  Forastiere  funeral  director  allegedly  trashed 
Wartel's  caskets  as  faded,  squeaky  and  even  used.  "They  say  my 
handles  fall  off,  the  bottoms  fall  out,  they're  seconds,  that  I  don't 
deliver  on  time,"  Wartel  fumes.  "Clients  feel  intimidated." 

The  Forastiere  home's  director,  Frank  Forastiere,  counters 


have  passed  on."  They  are  led  through  coffin  displays  and  exan 
pies  of  Batesville's  new  "Dimensions"  line  of  caskets  (for  fol 
whose  girth  surpasses  the  standard  coffin  width  of  24  inches 
As  a  parting  gift  the  morticians  receive  a  set  of  calipers  to  me 
sure  candidates  for  the  jumbo-size  vessels. 

Batesville  generously  builds  showrooms  for  its  funeral  dire 
tors,  gratis.  Patricia  Moore  of  Moore's  Home  for  Funerals 
Wayne,  N.J.  had  only  to  paint  the  walls  and  Batesville  took  ca 
of  the  rest,  including  wall-mounted,  casket-end  displays  that  c 
down  on  the  inevitable  shock  of  a  room  of  full-size,  open  ca 
kets.  In  exchange  Batesville  provides  all  of  her  sales,  even  fi 
cremations.  "We've  tried  other  companies  and  have  come 
find  Batesville  is  number  one,"  says  Moore. 

Dean  Magliocca,  who  opened  FuneralDepot.com  in  199 
has  bashed  Batesville  for  years.  It  won't  sell  directly  to  him,  b 
his  Web  site  sends  customers  to  65  funeral  homes  that  provio 
the  brand  at  a  discount.  Batesville  sued  him  for  copyrigl 
infringement  in  2001  for  linking  to  Web  photos  of  its  wares;  tl 
case  was  settled  last  November. 

But  Magliocca  just  opened  a  small  funeral  home  in  Davi 
Fla.,  making  him  a  legitimate  Batesville  house.  "Within  24  hou 
I  got  a  call  from  the  local  Batesville  sales  rep,"  he  says.  'I  sai 
'This  is  a  joke.  Do  you  realize  we  were  in  a  lawsuit  with  yoi 
company — $500,000  in  legal  fees  and  three  years — and  nowyc 
want  me  as  a  customer?'  He  said,  'Yeah.'"  "Batesville  isn't  tl 
bad  guy,  its  customers  are,"  he  says.  "Batesville  just  wants  to  se 
caskets." 
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Morning  commuter  or  innovative  original?  It's  all  a  matter  of  perspective.  At  The 
Standard,  we  do  more  than  offer  group  disability,  life  and  dental  insurance  and 

retirement  plans.  We  listen  to  our 
customers  and  then  deliver  products 
and  services  featuring  the  benefits  they  value  most.  Take  a  fresh  look  at  your 
employee  benefits  plan.  You  may  see  some  unexpected  possibilities. 


LIFE    DISABILITY     DENTAL    RETIREMENT       STANDARD.COM   I  STANDARD-NY.COM 


Standard  Insurance  Company,  headquartered  in  Portland,  Oregon,  is  licensed  in  all  states  except  New  York.  The  company  offers  life,  disability  and 
dental  insurance  products  and  retirement  plans.  Product  provisions  and  features  may  vary  by  state.  The  Standard  Life  Insurance  Company  of  New  York, 
headquartered  in  White  Plains,  New  York,  is  licensed  in  the  state  of  New  York  and  offers  group  life,  disability  and  dental  insurance  products. 
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Extending  the  Workplace 

A  unique  solutions  center  dedicated  to  providing  a  wealth  of  resources  and 
information  focusing  on  productivity  in  the  workplace. 

Changing  Work  Styles: 

How  Corporate  Structure  Must  Change  to  Capitalize  on  Mobility 

By  Craig  J.  Mathias,  Farpoint  Group 

Craig  J.  Mathias  is  a  principal  with  Farpoint  Group,  an  advisory  firm  specializing  in 
wireless  networking  and  mobile  computing.  Founded  in  1991,  Farpoint  Croup  works 
with  technology  developers,  manufacturers,  carriers  and  operators,  end  users  and 
the  financial  community.  Mathias  is  an  internationally  known  industry  and  technology 
analyst  and  serves  on  the  advisory  boards  of  eight  industry  conferences.  He  is 
the  author  of  numerous  articles  on  mobile  and  wireless  topics  and  a  columnist  for 
Electronic  Engineering  Times,  wireless.itworld.com  and  searchCIO.com. 

Life  used  to  be  so  simple.  We'd  get  up  in  the  morning  and  go  to  the  office.  At  the 
end  of  the  workday,  it's  back  home.  The  next  day,  more  of  the  same. 

This  worked  great  until  we  discovered  the  one  great  truth  about  business  -  it's  not 
about  going  to  the  office,  it's  about  serving  the  customer.  And  we've  learned,  over 
the  years,  that  the  best  way  to  do  this  is  to  get  out  there  where  the  customers  are 
and  find  new  ways  to  serve  them,  improve  operational  efficiency  and  hopefully 
create  a  positive  impact  on  the  bottom  line.  Thus,  the  era  of  mobility  was  born. 

But  this,  in  turn,  led  to  another  challenge  -  with  so  much  productivity  dependent 
upon  network-based  information  systems,  how  can  we  extend  our  enterprise 
networks  to  the  field  and  put  all  of  their  power  and  capability  into  the  hands  of 
mobile  workers?  And  how  does  management  have  to  change  -  both  stylistically 
and  operationally  -  in  order  to  get  the  most  out  of  a  mobile  workforce? 

Learn  more  from  our  wireless  gurus  -  experts  in  helping  small,  mid-market  and 
enterprise-level  companies  extend  the  workplace  through  wireless  solutions. 

Visit  www.forbes.com/extendingtheworkplace. 


800-Sprint-l 
sprint.com/business 


iting  the  Yes-man. 


He  says  yes  to  the  way  business  works  today:  on-site, 
outside  the  office.  The  sales  force  closer  to  sales.  The 
company  closer  to  customers.  Now  that  Sprint  and  Nextel 
are  together,  any  size  business  can  benefit  from  the  most 
complete  communications  company.  Sprint  has  its  own 
nationwide  wireless  and  wireline  networks,  so  you  can  make 
just  about  any  place  a  workplace.  No  matter  what  you 
want  to  do,  Sprint  Business  has  the  only  answer  a  Yes-man 
or  Yes-woman  wants  to  hear. 


Sprint  Yes 


Together  with  NEXTEL 


you  can. 


From  Red  to  Green 

5  once  ran  Greenpeace  and  fought  Big  Business.  Now  he  works  foi 
some  of  the  biggest  companies  in  the  world  |  By  Michael  Freedman 


IN  HIS  YOUTH  PAUL  GILDING  WAS 
scourge  of  Big  Business  and  govern 
ment.  A  high  school  dropout,  th 
Australian  railed  in  favor  of  aborigi 
nal  land  rights  and  against  apartheic 
A  Maoist  labor  union  organizer,  he  als 
led  protests  against  industrial  manufac 
turers,  directing  vandals  to  plug  their  dis 
charge  pipes.  By  age  33  the  hell-raiser  wa 
named  executive  director  of  Greenpeac 
International,  the  Amsterdam  nonprofit. 

Today  Gilding,  now  46,  makes  his  liv 
ing  working  for  some  of  the  very  compa 
nies  he  used  to  fight.  He  heads  Ecos, 
ten-person  consulting  firm  that  brings  ii 
$5  million  a  year  helping  such  corporati 
icons  as  DuPont  and  Ford  close  th« 
chasm  between  the  corporate  world  anc 
save-the-world  environmentalists.  "If  you 
want  to  change  the  world,"  he  saysi 
"change  it  through  the  market." 

For  this  some  former  allies  scorn  him 
as  a  sellout,  a  practitioner  of  "greenwash 
ing,"  who  helps  corporate  polluters  bu^ 
an  environmentally  correct  image  whil 
pursuing  darker  objectives.  Green 
peaceniks  who  defect  to  the  corporati 
world  often  "trade  on  their  reputation 
That's  definitely  been  the  case  with  som« 
of  Paul  Gilding's  actions,"  says  Sheldor 
Rampton  of  the  Center  for  Media  8 
Democracy  in  Madison,  Wis. 

Gilding  says  his  switch  from  protestei 
to  adviser  grew  out  of  an  epiphany  he  hac 
some  years  ago:  Maybe  the  business  guy 
aren't  so  evil,  after  all.  He  consults  to  cor 
porate  clients  for  fees  that  can  run  up  tc 
$1  million  a  year.  His  firm  helped  Insur 
ance  Australia  Group  find  new  revenue 
by  selling  risk-reduction  services  that  cu 
claims  and  workplace  accidents.  Eco: 
worked  with  chemical  titan  DuPont 
helping  it  craft  a  message  on  nanotech- 
nology  that  would  appeal  to  the  greenies 
It  also  helped  DuPont  parlay  expertise  ir 
manufacturing  safety  into  an  expandec 
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automation  &  control  •  building  technologies  •  energy  &  power  •  financial  services  •  hearing  solutions  •  home  appliances  •  information  &  c01™™ 
lighting  •  material  handling  •  medical  solutions  •  transportation  •  water  technologies  usa.siemens.c 


Vho  is  improving  efficiency  and  security 
at  airports  all  across  the  US? 

\  A  /  pi     ClfP      We're  Siemens,  a  global  innovation  company  helping  the  needs  of  businesses 
V  VC    Q  I  V-  •   md  communities  right  here  in  the  US.  One  of  our  specialties  is  providing 
integrated  services  and  solutions  to  enhance  operational  efficiency  and  strengthen  the 
integrity  of  airport  security.  From  check-in  through  take-off  to  landing,  we  deliver  solutions  to 
increase  passenger  comfort,  baggage  and  cargo  security,  and  airfield  safety.  We  are  the  largest 
manufacturer  of  baggage  handling  systems,  and  we  maintain  passenger  and  baggage  screening 
equipment  at  virtually  all  US  commercial  airports.  And  soon  we'll  deliver  the  largest  airport-wide 
100%  in-line  baggage  security  screening  system  in  the  US.  We  also  provide  airfield  lighting  control 
systems  for  sixty-five  of  the  nation's  busiest  airports.  But  unless  you're  one  of  the  70,000 
Americans  that  we  currently  employ,  you  may  not  have  heard  of  us.  We're  Siemens. 

SIEMENS 

Global  network  of  innovation 


revenue  source:  a  consulting 
business  on  safety. 

And  at  Ford  Motor  Ecos  got 
the  suits  thinking  about  envi- 
ronmental "sustainability," 
prompting  Ford  to  consider 
how  much  water  is  used  in 
manufacturing.  It  was  able  to 
cut  usage  by  18%  at  a  plant  in 
Mexico. 

Gilding  has  met  dozens  of 
times  with  Ford's  senior  execs, 
including  Chief  Executive 
William  Ford  Jr.,  to  explain  how 
climate  change  and  energy  secu- 
rity might  transform  consumer 
demand.  Ford  had  viewed  these 
concerns  as  onerous  regulatory 
issues,  but  Gilding  preached  that 
Ford  could  reach  new  markets 
by  selling  products  that  were 
better  for  the  environment. 
When  the  brass  said  it  was  too 
costly  to  build  greener  cars,  he 
countered  that  Toyota  simply  raised  the 
price  for  its  Prius  hybrid  and  found  con- 
sumers were  willing  to  pay  more  for  the 
feeling  that  they're  doing  good. 

Convinced,  Ford  accelerated  its 
hybrid  efforts  and  ultimately  introduced 
this  technology  to  the  popular  Ford 
Escape  and  Mercury  Mariner.  Last  month 
Ford  set  plans  to  produce  250,000  hybrids 
annually  by  2010,  ten  times  as  many  as 
current  production.  Bruce  Blythe,  then 
head  of  corporate  strategy,  says,  "The  fact 
that  Paul  had  been  poacher-turned- 
gamekeeper  had  a  lot  of  credibility." 

Gilding  learned  an  early  lesson  in  the 
dangers  of  ideology  in  the  1980s  when  he 
worked  as  a  Maoist  labor  organizer  in 
Australia.  He  quit  after  concluding  the 
union  was  more  focused  on  intimidation 
and  enforcing  its  own  beliefs  than  on 
protecting  workers.  He  later  enlisted  in 
the  Royal  Australian  Air  Force  but  spent 
his  spare  time  protesting  nuclear-armed 
ships  coming  into  Sydney  Har- 
bour. That  job  ended,  too;  he 
was  discharged  by  mutual 
agreement. 

In  1989  he  was  tapped  by 
Greenpeace  International  to 
organize  some  of  the  first 
antibusiness  protests  in  Aus- 


Demonizing:  a  Greenpeace  demonstration  in  Australia  in  1991 

tralia,  but  he  was  conflicted  when  he  dis- 
covered that  he  actually  liked  the  senior 
executives  who  were  supposed  to  be  the 
bad  guys.  While  running  an  assault  on 
Imperial  Chemical  Industries  in  1991,  he 
got  a  call  from  Michael  Deeley,  head  of  its 
Australian  operations.  They  set  up  a 
meeting,  at  which  Deeley  surprised  his 
foe  from  Greenpeace  by  simply  stating  his 
goals  rather  than  trying  to  talk  Gilding 
into  ending  the  protest. 

"When  you  have  an  enemy  in  a  public 
conflict  like  that,"  says  Gilding,  "both 
sides  tend  to  demonize  each  other.  And 
when  you  have  a  relationship,  it's  harder 
to  do  that."  By  1992  he  had  moved  to 
Amsterdam  to  become  executive  director 
of  Greenpeace,  and  he  dismayed  his 
colleagues  with  his  almost  pro-biz 
approach — he  even  wore  a  suit  and  tie  to 
meetings  with  corporate  execs. 

Gilding  felt  the  movement  had  won 
its  foremost  battle:  raising  worldwide 

Maybe  the  business  guys 
aren't  so  evil.  "If  you  want  to 
change  the  world,  change  it 
Jhmugh  the  market." 


recognition  of  serious  problem 
that  had  to  be  addressed.  And  h 
felt  only  business  could  marshal  th 
brainpower  and  capital  to  do  so.  S| 
in  a  controversial  move  he  pushei 
Greenpeace  to  work  with  compa 
nies,  effectively  jettisoning  its  ideol 
ogy  of  being  the  corporate  watch 
dog.  Greenpeace  would  have  non 
of  it — Gilding  was  forced  to  resig 
in  a  bitter  split  in  1994,  18  month 
after  taking  the  job. 

"Greenpeace  was  saying,  'Wak 
up,  wake  up.  We've  got  a  problem, 
Gilding  says.  "And  we're  saying,  'Year 
we've  got  a  problem.  What  should 
do  about  it?'  And  Greenpeace  saic 
'Wake  up,  wake  up.  We've  got  a  prob 
lem.'  And  we're  saying,  'Yeah,  w 
heard  you.  What  do  we  do  about  it?' 

After  a  short  sabbatical  h 
started  Ecos  in  his  suburban  Sydne 
living  room,  tapping  the  jargon 
filled  fad  of  "corporate  socia1 
responsibility"  and  the  notion  of  embrac 
ing  environmentalism,  philanthropy  an» 
social  action  for  the  good  of  shareholders 
Yet  Gilding  eschews  CSR,  as  it  is  known— 
"The  reality  is  that  most  companies  ar< 
doing  it  for  p.r.,"  he  says — and  says  comi 
panies  instead  should  look  at  being  greei 
as  a  profit  center. 

This  gets  him  into  trouble.  Gildin 
has  faced  nasty  accusations  from  som 
of  his  former  allies,  who  claim  he' 
moved  to  the  dark  side.  Louka 
Christodoulou,  of  the  Oxford,  Englanc 
anticorporate  group  Corporate  Watch 
says  hiring  someone  like  Gilding  coulc 
be  a  form  of  greenwashing. 

Companies  frequently  disagree  witl 
him,  too,  questioning  the  value  of  nev 
green  products  or  revenue  sources  wher 
the  science  behind  the  environmenta 
movement  is  uncertain.  But  the  forme: 
protester  takes  a  market  approach,  insist 
ing  the  only  way  to  improve  the  environ 
ment  is  to  find  ways  to  make  ; 
profit  on  it.  Gilding  suggests  tha 
companies  that  ignore  environ 
mentalism     and  consume) 
demands  will  pay  in  the  end.  " 
don't  want  to  feel  holier  than  the) 
are,"  he  frequently  says.  "I  jus 
want  to  see  them  go  broke."  F 
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Wi-Fi  has  emerged  as  the  global  standard  for  wireless  LANs/  providing 
converged  IP-based  data  and  voice  services  that  enable  dramatic  new  levels 
of  productivity/  cost  savings  and  convenience  in  both  consumer  markets  and 
enterprise  deployments.  Soon  this  groundbreaking  technology  will  take  a 
quantum  leap  forward  in  range  and  convenience  with  a  developing  fourth- 
generation  standard,  dubbed  WiMAX/  that  is  already  being  tested  and 
promoted  by  industry  leaders  such  as  Motorola/  NEC  and  others. 


rhe  most  widely  deployed  Wi-Fi  protocol  is  802.11b,  and 
most  Wi-Fi  devices  sold  today  conform  to  b-compatible 
802.1 1g.  In  the  consumer  space,  third-generation  Wi-Fi 
providers  are  using  these  802.11  protocols  to  offer 
branded  infrastructures  for  restaurants,  airports,  hotels 
and  other  service  sectors. 
\  increasing  number  of  businesses  and  organizations  are  also 
fiting  from  the  cost  effectiveness,  mobility,  scalability  and  pro- 
vity  advantages  of  Wi-Fi,  and  are  looking  to  invest  more  in 
ng-edge  solutions,  drastically  altering  everything  from  internal 
management  and  interoffice  communications  to  supply  chain 


services  and  customer  service.  For  example: 

•Top  corporations  are  using  Wi-Fi  to  keep  workers  connected  with 

critical  real-time  voice  and  data,  whether  they're  around  the  office 

or  on  the  road. 

•  Financial  services  firms  are  implementing  new  payment  mechanisms 
and  identity  systems  supported  by  mobile  wireless  transactions. 

•  In  health  care,  doctors  and  hospitals  are  seeking  new  mobile-centric 
technologies  in  order  to  be  more  responsive  to  patient  needs. 

•  Thousands  of  retail  businesses  are  using  Wi-Fi  connectivity  to  check 
bar  codes,  process  orders  at  the  point  of  sale,  track  shipments  or 
manage  inventory. 


ADVERTISEMENT  2 


W.mm-.  Ite  FNI«tt  GvnBrttoin  <aff  Wifi 

Now,  a  powerful  fourth-generation  technology  is  poised  to  revolutionize 
wireless  communications:  Worldwide  Interoperability  for  Microwave 
Access  (WiMAX)  is  an  802.16-based  set  of  standards  enabling  broadband 
connections  over  distances  of  up  to  30  miles  (though  the  coverage  can  vary 
greatly  according  to  bandwidth,  geography  and  other  factors).  This  new 
platform  can  be  used  for  a  range  of  applications,  including  high-speed 
enterprise  connectivity,  as  well  as  "last  mile"  connections,  hot  spots  and 
cellular  backhaul  for  service  carriers.  An  industry  body  called  the  WiMAX 
Forum  is  leading  efforts  to  test  and  refine  this  standard  while  developing 
products  to  address  this  new  market. 

From  the  enterprise  ClO's  perspective,  WiMAX  will  offer  many 
technical  advantages  over  current  offerings: 

•  Its  all-IP  architecture  lends  itself  well  to  high-bandwidth,  multimedia 
applications,  and  can  support  mobile  voice  and  messaging  services. 

•  It  places  the  network  on  the  performance  growth  curve  of  general- 
purpose  processors  and  computing  devices  ("Moore's  Law"),  which 
results  in  ever-higher  capital  and  operational  efficiency. 

•  WiMAX  takes  advantage  of  third-party  development  from  the  Internet 
community,  and  can  connect  to  a  wide  array  of  legacy  systems. 

•  WiMAX  standards  promise  to  lower  costs  by  providing  standardization 
and  multi-vendor  equipment  options. 

•  Vendors  such  as  Intel  and  Fujitsu  are  expected  to  deliver  chips  in  high  vol- 
umes, which  will  drive  down  the  cost  of  end-user  devices  by  a  factor  of 
three  or  more,  opening  the  market  further  to  multi-vendor  competition. 
The  WiMAX  Forum  has  adopted  profiles  based  on  the  802.16  standards 

for  interoperability  testing  and  WiMAX  certification,  operating  in  licensed 
2.5GHz,  3.5GHz  and  unlicensed  5.8GHz  frequency  bands.  Last  year  it  pub- 
lished 802.16-2004  for  fixed  Wi-Fi  (serving  traditional  markets  such  as 
telecommunications  and  T1  enterprises),  and  is  currently  developing  an 
even  more  powerful  standard,  802.1 6e,  which  adds  a  revolutionary  fea- 
ture: handoff  capability.  That  will  enable  full  mobility,  allowing  users  to  be 
constantly  connected  to  a  broadband  network  as  they  move  about. 

Motorola,  which  has  announced  broad  support  for  the  Rev  e  standard, 
intends  to  be  a  major  player  in  the  developing  WiMAX  market.  Backed  by 
a  legacy  of  mobility  and  the  distinction  of  being  both  a  leading  cellular 
equipment  manufacturer  and  major  supplier  of  broadband  wireless  prod- 
ucts, its  portfolio  spans  everything  from  consumer  handsets  and  enter- 
prise to  public  safety  and  wireless  networks.  Its  expertise  gained  with  the 
highly  successful  Canopy™  line  of  fixed  wireiess  broadband  systems  (cur- 
rently in  service  in  more  than  100  countries  worldwide)  has  paved  the  way 
for  a  portfolio  of  M0T0wi4  802.16e  WiMAX  product  offerings  that  will 
provide  true,  untethered  IP  access  and  deliver  personal,  mobile  high-speed 
broadband  access  to  the  Internet  at  speeds  as  high  as  20Mbps. 


M0T0wi4  WiMAX  users  will  be  free  to  roam  with  voice,  dat 
rich-media  mobile  applications,  and  will  benefit  from  IP  networt 
mobility  management  and  IP-enabled  handsets.  As  the  technology 
out,  the  M0T0wi4  portfolio  will  evolve  to  help  carriers,  governn 
agencies  and  enterprises  migrate  their  networks  toward  this  r 
media-rich  environment. 

Adrian  Nemcek,  president  of  Motorola  Networks  and  an  execu 
vice  president  of  Motorola,  believes  that  his  company  is  in  a  uni 
position  to  support  the  mobile  WiMAX  revolution.  "We're  coming  fj 
the  telco  market,  and  mobility  clearly  is  our  forte,"  he  notes 
understand  the  needs  of  our  customers  probably  better  than  m| 
We're  the  world's  second-largest  supplier  of  cell  phones  and 
world's  third-largest  supplier  of  mobile  networks,  with  the  broaq 
wireless  portfolio,  so  we  can  use  all  of  these  factors  to  leverage 
technology  to  everyone's  advantage." 

The  802. 16e  mobile  WiMAX  standard  is  expected  to  be  approved 
the  IEEE  in  October  2005,  and  a  profile  based  on  this  standard  shouli) 
certified  by  the  WiMAX  Forum  in  the  second  half  of  2006.  "We've  op 
to  go  straight  to  802.1 6e  now  as  it  will  be  the  prevalent  standard,"  s 
Nemcek.  "In  addition  to  the  mobility  aspect,  it's  more  robust  and  efficl 
even  in  fixed  applications.  You're  going  to  want  e  whether  you're  stanc 
still  or  moving,  but  you  can't  get  there  from  equipment  built  on  the  fi) 
Rev  d  standard  without  replacing  hardware." 

Motorola  plans  to  deliver  a  M0T0wi4  WiMAX  product,  based  u| 
the  Rev  e  standard  and  built  with  software-defined  radios,  in  Q2  2(j 
It  initially  will  support  fixed  and  nomadic  wireless  broadband,  and  I 
be  migrated  to  full  mobility  with  an  over-the-air,  no-touch  upgrade  oi 
the  Rev  e  profile  is  certified  by  the  WiMAX  Forum. 

"We're  in  the  midst  of  a  convergence  encompassing  many  ta 
nologies,  networks  and  devices,  and  WiMAX  is  a  key  componeij 
Nemcek  continues.  "WiMAX  has  the  promise  to  bring  costs  dd 
significantly  and  make  seamless  mobility  happen  across  wireli 
cable,  cellular  and  wireless." 

And  what  advice  would  Nemcek  give  to  a  CIO  or  CTO  looking  seriou 
at  WiMAX?  "Buyer  beware,"  he  says.  "A  lot  of  people  will  say  they  h 
the  technology  and  capability  to  give  you  what  you  need,  but  you  sho 
align  with  a  supplier  that  has  a  solid  track  record  of  experience  and  s 
cess.  In  the  end,  you  need  to  go  with  a  thoroughbred  that  can  provide 
end-to-end  solution." 


Motorola  www.motorola.com 
NEC  www.necunified.com/mobility 


NEC:  Wi-Fi  Deployment 
Require  Careful  Planning  to 
Leverage  Full  Potential 

Set  against  the  emerging  landscape  of  the  IP  mobility  revolution,  enterprise  Wi-Fi  deployments 
expected  to  be  a  particularly  hot  sector,  fed  by  rising  competition,  "do-more-witb-less"  corporate  manl 
and  trending  data  indicating  up  to  51  million  telecommuters  in  the  U.S.  by  2008.  Yet  deploying  Wi-Fi  acn 
the  enterprise  requires  an  increased  level  of  careful  planning  commensurate  with  its  higher  potential 
cost  savings,  convenience  and  productivity. 

Organizations  migrating  from  a  legacy  communications  priority,  faster  handoff  between  APs,  extended  batt 
system  to  the  newest  IP  technologies  need  to  weigh  a  life  and  up  to  four  or  five  hours  of  talk  time,  while  ma 
large  number  of  critical  factors,  according  to  Jay  Krauser,  taining  other  productivity  features,"  Krauser  points  q 
general  manager  of  NEC  Unified  Solutions.  "First,  you  "We  want  to  make  sure  that  workers  can  roam  throu 
need  to  make  sure  your  IP  infrastructure  is  capable  of  the  enterprise  or  beyond,  taking  full  advantage  of 
adding  voice,  whether  wired  or  wireless,"  Krauser  says,  innovative  technology  we've  added  to  the  WLAN." 
"Second,  securing  those  networks  is  key.  To  do  that  while  So  the  technology  is  there,  but  what  about  that  plann 
maintaining  seamless  connectivity  requires  quick  and  aspect?  Fortunately,  NEC  provides  not  just  a  world-els 
strong  authentication.  product  line,  but  also  a  full  range  of  integration  servid 

"You've  also  got  to  consider  what  you  want  out  of  your  from  initial  project  consulting,  through  system  planq 
wireless  infrastructure,"  he  notes.  "Are  you  just  looking  for  and  design,  to  implementation,  followed  by  post-ss 
a  conference  room,  lobby  hot  spots  or  a  complete  enter-  service  and  support 
prise  deployment?  What  applications  are  you  going  to  run 
—  not  just  today,  but  tomorrow?  You  need  to  make  the 

right  decisions  on  the  infrastructure  that  will  allow  it  to  "Our  overall  strategy  for  Wi-Fi  and  WiMAX  is  to  ere) 
grow  as  your  company  grows  —  not  only  in  physical  size,  mobility  solutions,  whether  data,  data/voice  or  voice  oil 
but  in  meeting  your  mobility  requirements."  Whatever  the  requirements,  we're  going  to  be  provid 

MBHHHnHHpHHHHHHHMi  those  solutions  for  any  company  or  vertical  marke 


nltC  OfiEPS  Enti-tO-€ffli  Solutions  Krauser  states.  "The  result  will  be  that  wherever  you  a) 

As  a  leader  in  converged  voice  and  data  solutions  for  the  whether  in  the  office,  roaming  the  corporate  campus,  i 

enterprise,  NEC  is  well  equipped  to  help  organizations  your  way  to  a  customer  site  or  working  from  home,  « 

make  those  decisions.  Its  UNIVERGE  WL  portfolio  features  can  get  real-time  information  immediately  and  captu 

a  unique  architecture  for  integrating  VoIP,  data  and  video  productivity  gains  for  your  organization." 

networking  solutions,  and  enables  a  full  range  of  mobile  By  delivering  a  broader  communications  netwoi 

workforce  communications  by  incorporating  wireless  NEC  supports  customers  as  they  strive  to  become  m<j 

access  points  (APs),  associated  wireless  controllers  and  competitive  and  profitable  in  a  global  market, 

system  management  software.  For  more  insights  on  how  NEC  can  help  your  organizatil 

"We've  built  in  extensions  to  both  the  network  and  plan  and  implement  a  highly  efficient  Wi-Fi  network,  I 

terminals,  enabling  our  devices  to  have  voice  or  data  http://infosite.promosis.com/nec. 


Empowered  by  Innovation 


NEC 


When  you  put  information  at  doctors'  fingertips, 
you  save  something  even  more  precious  than  time. 

In  hospitals,  lives  depend  on  sharing  the  right  information  with  the  right  person  at  the  right  time. 
Fortunately,  today's  hospitals  can  depend  on  NEC.  With  over  30  years  of  experience  in  biometric 
security,  and  proven  expertise  in  safeguarding  information  and  providing  secure  wireless  technol- 
ogy, we  help  doctors  access  patient  files  instantly  with  single  sign-on  and  biometrics  —  within 
a  system  so  secure,  patient  privacy  is  guaranteed.  From  healthcare  to  education  to  finance,  in 
countless  companies  worldwide,  NEC  empowers  people  through  innovation.  1-800-338-9549 

www.necus.com/security 
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rprint  matching  technology  ranked  first  in  accuracy  in  an 

int  federal  test  done  to  fulfill  requirements  of  U.S.  security  regulations. 

rporation  2005.  NEC  and  the  NEC  logo  are  Registered  Trademarks  of 
oration.  Empowered  by  Innovation  is  a  trademark  of  NEC  Corporation. 
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If  you've  got  a  crazy  idea  at 
BorgWarner,  you  just  might 
get  money  to  pursue  it. 
By  Joann  Muller 


■  N  THE  LATE  1990S  STEVEN  MCKINLEY, 
I  a  young  engineer  at  BorgWarner, 
I  urged  senior  managers  to  back  him 
I  on  a  hunch.  McKinley  had  seen  how 
I  the  growth  of  electronic  gizmos  in 
Hi  cars  had  tapped  out  the  standard  12- 
volt  vehicle  electrical  system.  He  figured 
the  automotive  industry  would  soon 
boost  the  voltage  to  42.  So,  crawling  out 
on  a  limb,  he  asked  BorgWarner's  strat- 
egy board  for  funds  so  that  he  and  a 
small  group  of  engineers  could  begin 
work  on  a  new  turbocharging  system 
that  would  draw  its  power  from  the 
supersize  battery  instead  of  the  car's 
exhaust  system.  "When  you're  so  com- 
fortable with  a  certain  technology,"  he 
says,  "it's  very  difficult  to  be  one  of  the 
voices  in  the  crowd  saying,  'I  think  there 
might  be  a  different  way' " 

BorgWarner  approved  the  project  and 
eventually  gave  him  $2  million  to  play 


with.  Two  and  a  half  years  later  McKinley 
had  to  admit  to  the  executives  that  he'd 
been  wrong.  The  expected  shift  to  a  42 -volt 
system  never  materialized;  McKinley's  re- 
search wasn't  going  to  pay  off.  "Those  are 
very  difficult  words  to  get  out  to  a  group  of 
senior  executives,"  McKinley  recalls. 

His  punishment?  McKinley  and 
other  engineers  on  the  project  received 
personal  notes  from  the  chief  executive, 
thanking  them  for  their  risk-taking. 

"If  somebody's  going  to  take  our 
business,  I'd  just  as  soon  it  be  Borg- 
Warner," says  Chief  Executive  Timothy 
M.  Manganello,  who  oversees  an  internal 
venture  capital  fund  that  provides  engi- 
neers with  seed  money  to  chase  their 
half-baked  ideas. 

With  the  rest  of  the  auto  parts  indus- 
try mired  in  slow  sales  and  high  costs, 
Manganello  has  challenged  employees  to 
step  up  the  pace  of  innovation.  That 


Chief  Timoth 

could  be  one  reason  Manganello' 
(along  with  the  impor-  company  is 
tant  difference  that  Borg-  humming,  unli 
Warner  does  not  have  competitors 

the  same  UAW  wage- 
and-benefit  burden  as  Delphi  Corj 
that  BorgWarner  is  cruising  in  an  indi 
try  that  is  sputtering.  Sales  rose  15%  h 
year,  to  $3.5  billion,  and  earnings  befc 
taxes  rose  20%,  to  $309  million.  It  mak 
quite  a  contrast  to  the  biggest  U.S.  au 
parts  suppliers,  Delphi  and  Visteo 
Corp.,  which  are  in  deep  trouble. 

BorgWarner  specializes  in  technolo 
that  improves  fuel  economy,  vehicle  em 
sions  and  stability — all  of  which  happ 
to  be  in  great  demand  right  now,  a  d 
mand  fueled  by  tougher  regulations.  Aj 
unlike  most  North  American  supplie 
whose  fortunes  are  closely  tied  to  stru 
gling  General  Motors  and  Ford  Mote 
BorgWarner  has  a  diverse,  worldwide  ci 
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"Sony 

CREATED 
THE 

Walkman, 
Handycam 
and  Play- 
Station, 
what  could 
THEY  possibly 
need  from 
France  ?" 

jjjjjjjjjjjj^^ 

When  Nobuyuki  Tdei 
of  Sony  looks  into 
the  future,  he  sees 
French  know-how 
play  ing  a  major  role. 


lomer  base.  Only  25%  of  its  sales  are  to 
Detroit  automakers.  It's  also  a  leader  in 
Jechnology  for  diesel  engines,  which  are 
popular  in  Europe  and  growing  quickly 
In  markets  like  China  and  India. 

The  venture  capital  fund  is  an  impor- 
tant part  of  its  strategy  BorgWarner  set 
J.side  $10  million  in  seed  money  in  1998 
1  nd  then  solicited  ideas  at  a  series  of  com- 
|>anywide  innovation  summits.  It  now 
larmarks  $10  million  annually  for  the  VC 
lund — enough  to  get  three  or  four  re- 
search projects  rolling  a  year,  out  of  hun- 
dreds of  ideas.  It's  only  seed  money,  rep- 
resenting a  fraction  of  the  4%  of  revenue 
KorgWarner  spends  on  research  and 

evelopment. 

There  are  strings  attached.  Any  idea 
ust  draw  upon  the  capabilities  of  at 
least  two  of  Borg- 
Ivarner's  four  busi- 

ess  units.  The  goal  is 

o  get  specialists  to 

hink  outside  of  their 

reas  of  expertise  and 

o  promote  collabo- 

ation  across  what  is 

raditionally  a  decen- 

ralized  company. 
An  idea  doesn't 

ave  to  be  well  devel- 

ped  to  receive  fund- 
jng;  it  merely  has  to 


Pulling  Away 


BorgWarner's  stock  has  outper- 
formed the  woeful  industry  index 
180 

Igg      BorgWarner's  stock  price 

9/03=100 


03  '04  '05 

Source:  FactSet  Price  Data  via  FactSet  Research  Systems 


how  promise  in  the 
:narket.  In  the  begin- 
ning, when  the  risk  of 
lailure  is  high,  a  pro- 

ect  might  receive  a  relatively  modest 
i  mount — say,  $500,000 — to  research  its 
veasibility.  Projects  are  reviewed  at  least 
jmce  a  year  by  senior  management  and 
tnust  clear  various  technical  and  finan- 

ial  hurdles  to  receive  another  year  of 
iunding.  "As  the  process  matures,  the 

tandards  get  tougher  because  you're 
Uorking  toward  a  bona  fide  business 
lase,"  says  Manganello.  Those  frequent 
leviews  also  avoid  nasty  surprises  for 
inanagement,  notes  McKinley.  If  a 
project  needs  to  be  killed,  he  says,  "It's 
liot  like  falling  off  a  cliff." 

Those  that  survive  the  cut  are  eligible 
lor  larger  amounts  of  money,  up  to  sev- 

ral  million  dollars,  to  develop  proto- 
types. Ideas  that  make  it  to  market  are 


eventually  financed  through  the  com- 
pany's normal  R&D  budget  ($123  million 
in  2004). 

If  an  idea  fails,  as  McKinley's  did, 
there's  no  need  to  pay  back  the  seed 
money.  But  if  it  succeeds,  that  business 
unit  must  repay  the  investment,  over 
time,  to  fund  new  innovations. 

The  process  has  given  birth  to  several 
successful  products.  In  1997  a  team  led 
by  Bernd  Matthes,  chief  engineer  at  a 
BorgWarner  transmission  plant  in  Ger- 
many, came  up  with  a  concept  for  a  dual- 
clutch  transmission  technology,  which 
gives  a  fuel-efficient  manual  transmis- 
sion the  smooth  feel  of  an  automatic.  His 
small  German  operation  lacking 
resources,  he  teamed  with  another  Borg- 
Warner business  unit  and  then  applied 
for  funding  from  the 
fledgling  corporate 
venture  fund  to  bring 
it  to  market. 

The  so-called  Dual- 
Tronic  transmission 
technology  debuted  in 
2003  in  the  Volkswagen 
Golf  and  Audi  TT  and  is 
quickly  gaining  popu- 
larity in  Europe.  Borg- 
Warner expects  demand 
for  the  technology  to 
grow  to  25%  of  the  Eu- 
ropean passenger  car 
market  by  20 1 5.  Matthes 
is  convinced  the  idea 
would  have  died  with- 
out the  $3  million  in  seed  money  from  the 
venture  fund.  His  group  is  now  repaying 
the  money  from  proceeds  of  DualTronic 
sales. 

Other  projects  financed  by  the  VC 
fund:  In  BorgWarner's  engine  division 
engineers  are  working  on  strategies  to 
optimize  airflow  in  diesel  engines  for 
more  efficient  combustion.  Several 
groups  are  trying  to  develop  technology 
to  produce  low-cost  automatic  transmis- 
sions for  emerging  markets  like  China 
and  India. 

As  for  McKinley's  42-volt  turbo- 
charging  system,  BorgWarner  decided  to 
shelve  the  idea  for  the  time  being.  "If  you 
have  one  big  winner  every  few  years, 
that's  fantastic,"  says  Manganello.  r 
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Class  Differences 


Bad  Behavior 

The  New  York  Times  is  telling  us  that  "class  matters," 
but  it  is  too  polite  to  deliver  the  real  news  about  social 
class  differences  |  By  Dan  Seligman 


DOES  SOCIAL  CLASS  REALLY 
matter  in  the  U.S.?  Are  the 
lower  classes  downtrodden? 
Do  we  need  affir- 
mative action  to 
help  them  along?  The  New 
York  Times  answers  yes  to  all 
these  questions.  Its  editorial 
page  has  proposed  affirmative 
action  "to  bring  low-income 
students  into  colleges,"  and 
the  news  columns  this  year 
featured  a  long  series  on 
social  class,  which  has  now 
resurfaced  as  the  book  Class 
Matters. 

The  newspaper  version 
mainly  consisted  of  11  long 
articles  whose  cumulative 
message  was  gloomy.  In  the 
stage-setting  first  article,  read- 
ers were  told  that  we  live  in  a 
meritocracy,  but  even  so,  life 
remains  unfair.  How  so? 
"Merit,  it  turns  out,  is  at  least  partly  class- 
based.  Parents  with  money,  education 
and  connections  cultivate  in  their  chil- 
dren the  habits  that  the  meritocracy 
rewards.  When  their  children  then  suc- 
ceed, their  success  is  seen  as  earned."  You 
can  always  count  on  the  Times  not  to  be 
taken  in  by  upscale  kids  merely  because 
they  have  superior  educations  and  solid 
work  ethics. 

The  paper's  message  about  class  is 
delivered  mainly  via  portraits  of  indi- 
viduals, many  of  whom  grew  up  in 
grinding  poverty.  We  meet  a  crack- 
addicted  welfare  mother  who  overcomes 
staggering  obstacles  and  gets  herself  a 
decent  job.  We  observe  the  differential 
aftereffects  of  heart  attacks  among  elite, 
middle-class  and  downscale  victims, 
whose  treatment  basically  matches  their 
socioeconomic  status.  We  meet  a  laid- 


off  worker,  who  realizes,  too  late,  that 
he  should  have  got  himself  a  better  edu- 
cation. We  meet  a  woman  who  grew  up 


among  Appalachia's  rural  poor  but 
somehow  made  herself  into  a  successful 
small-town  lawyer.  Also  a  car  salesman 
who  married  an  educated,  wealthy 
woman  and  still  feels  bewildered  in  deal- 
ing with  the  Ivy  Leaguers  in  his  wife's 
world.  We  sympathize  with  all  the  disad- 
vantaged, and  they  all  appear  to  be  good 
people — better  people,  in  most  dimen- 
sions of  life,  than  the  rich  and  superrich 
who  (in  another  chapter)  are  now  taking 
over  Nantucket  for  their  summer  homes 
and  brooding  excessively  about  who  has 
the  largest  yacht. 

There  is  no  reason  to  doubt  the 
reporters'  judgments  about  the  individ- 
uals they  landed  on.  But  there  are  many 
reasons  to  doubt  that  the  folks  portrayed 
were  representative  of  the  low-status 
population.  A  hard  truth  about  the 
downscale  world,  delineated  in  an 


avalanche  of  social  scien 
research,  is  that  its  denizens  tel 
to  behave  badly.  To  wit: 

Smoking.  According  to  the  fe 
eral  government's  "Morbidity  ai 
Mortality  Weekly  Report,"  hi] 
school  dropouts  are  almost  thr 
times  as  likely  to  smoke  as  are  cc 
lege  graduates. 

Bad  driving.  Socioeconom 
status  is  the  strongest  determinant 
vehicle-occupant  deaths  on  the  roai 
according  to  the  Insurance  Institute 
Highway  Safety.  Men  and  worm 
who  have  not  completed  hig 
school  are  three  times  as  likely 
those  who  have  been  to  college 
be  killed  while  in  a  motor  vehic 
Noncollegiates  are  more  likely 
drive  after  drinking  alcohol  ar 
to  not  use  seat  belts. 

Overeating.  Data  from  the  la 
est  (1999-2000)  National  Heali 
&  Nutrition  Examination  Survi 
tell  us  that  women  with  less  tha 
a  high  school  education  are  26* 
more  likely  to  be  obese  than  tho 
with  a  college  degree. 

Spousal  abuse.  A  survey  artic 
in  the  Journal  of  the  America 
Medical  Women's  Associatic 
reports  that  income  is  inverse 
related  to  prevalence  of  domest 
violence. 

Teenage  pregnancy.  Teenage  preg 
nancies  have  declined  somewhat 
recent  years  but  still  run  around  850.0C 
annually  and  are  still  heavily  concer 
trated  in  low-status  populations.  Saj 
the  publication  Family  Planning  Pe\ 
spectives:  "Being  disadvantaged  is  assc 
ciated  with  an  early  age  of  first  intei 
course,  less  reliance  on  or  poor  use  c 
contraceptives,  and  lower  motivation  t 
avoid  having  a  child." 

Delinquency.  Studies  based  on  th 
National  Longitudinal  Survey  of  Yout 
show  that  low  social  class  correlate 
strongly  with  (a)  likelihood  to  drop  oi 
of  high  school  and  (b)  delinquenc 
among  both  males  and  females. 

Despite  their  exhaustive  documenta 
tion,  these  particular  statistics  on  clas 
differences  remain  almost  unmentionabl 
in  the  elite  liberal  media. 
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vJobuyuki  Idei,  Chairman 
ind  Group  CEO  of  Sony, 
inds  the  French  passion 
or  creativity  is  exactly 
vhat  he  needs. 


ony  is  famous  for  doing  what  nobody 
las  done  before.  What  about  the  French? 

he  French  have  innovation  in  their  blood.  There  are  so 
iany  examples  where  they  have  developed  products  that 
/ere  way  ahead  of  their  time,  think  of  the  TGV  or  bio- 
;chnologies.  Today  there  are  strong  signs  that  France  wants 
5  be  an  early  adopter  of  Fligh  definition  TV  in  Europe. 

s&D  is  at  the  root  of  Sony's  success. 
France  a  good  place  for  R&D? 

he  French  know  how  to  incorporate  creativity,  in  the  artistic 
ense  of  the  word,  with  the  most  advanced  technologies, 
hat's  what  R&D  is  all  about.  Their  higher  education 
lystem  has  produced  world  class  scientists  and  engineers 
nd  has  given  France  a  unique  advantage  in  finding  highly 
killed  researchers.  The  French  people  are  open  to  sharing 
le  expertise  of  public  laboratories  to  develop  joint  projects. 

Vhy  is  Sony's  Computer  Science  Laboratory 
n  Paris? 

)nce  again,  'creativity'  is  the  key  word.  Individuality  and 
reativity  are  engrained  in  French  character,  making  France 
ideal  place  for  R&D.  Our  Computer  Science  Laboratory 
rings  together  scientists  from  across  the  globe  to  develop 
ew  technologies.  You've  probably  noticed  that  it  is  not 
nly  in  Paris,  but  it  is  in  the  center  of  the  Quartier  Latin, 
jmous  for  the  Sorbonne  University,  and  also  close  to  the 
culty  of  science  at  Jussieu.  It's  a  hot-house  environment 
Jiique  in  the  world. 


>ony  in  France 


>tablished  in  France  since 
3  with  over  2,600  employees, 
roduction  sites  and  a  research 
ter 

ver  €2  billion  turnover  a  year 

1%  of  the  French  production 
xported  to  Europe 


Sony  is  famous 
for  its  unique 
way  of  doing 
business.  How 
does  it  find 
France  as 
a  business 
environment? 
Creativity  and 
individuality  are  the 
keynotes  for  Sony. 
We  always  strive  to 
Ireate  unique  products  that  lead  in  technology,  function 
|  nd  design  and  provide  contents  or  services  that  propose 
I  unique  lifestyle.  Wie  find  that  France  is  a  great  place  to  do 
j  usiness  and  that  the  French  instinctively  understand  and 
tespond  to  our  business  philosophy. 
I 

s  there  any  resistance  in  France  to  foreign 
ompanies? 

n  France  as  in  other  countries,  consumers  embraced  our 
roducts,  and  absorbed  the  innovation  in  our  technologies 
nd  the  lifestyles  we  proposed.  Of  course  the  French 
overnment  has  also  helped  us  to  set  up  in  France.  Today, 
he  French  authorities  at  all  levels  are  demonstrating  their 


"The  French 
how  to  incorporate 
creativity,  in  the 
artistic  sense  of  the 
word,  with  the  most 
advanced  technologies. 
That's  what  R&D 
is  all  about." 


support  for  foreign  businesses  and  investments.  There  is 
a  genuine  willingness,  not  only  to  attract  foreign  companies, 
but  to  favor  their  development  in  France. 

On  a  personal  level,  what  do  you  think 
of  France? 

When  I  was  involved  in  establishing  Sony  France, 
I  witnessed  the  French  people's  fascination  for  extraordinary 
scientific  and  technological  challenges  first  hand.  I  believe 
the  greatest  asset  France  possesses  is  its  people.  The  French 
character  marked  by  individuality,  creativity  and  unique 
sensitivity  is  always  a  source  of  inspiration  to  me.  Returning 
to  France  is  always  a  joy. 

Now  is  the  time  to  invest  in  France. 
To  find  out  how  the  Invest  in  France  Agency 
has  helped  some  of  the  world's  leading 
companies  and  what  they  can  do  for  you, 

visit  www.thenewfrance.com 


The  new  France.  Where  the  smart  money  goes. 
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ENTREPRENEURS  OF  THE  YEAR 


Down  and  Dirty 

Taking  hiff  risks  anrl  mimninof  nil  nn  the  rhenn 


Taking  big  risks  and  pumping  oil  on  the  cheap, 
the  have  built  their  company  into  one  of  the 

hottest  little  outfits  in  Texas  |  By  Luisa  Krol 


E  DAY  AFTER  THE  LEVEES  BROKE  IN  NEW 
rleans,  father  and  son  I.  Jon  and  Jon  S.  Brumley  wrote  per- 
nal  and  company  checks  totaling  $50,000  to  the  Katrina  relief 
brt.  They  knew  plenty  of  people  in  the  oil-and-gas  business 
10'd  been  badly  hurt.  Employees  at  their  exploration  outfit, 
icore  Acquisition  Co.,  came  up  with  thousands  of  dollars 
ore,  which  the  company  matched,  for  an  additional  $40,000. 
jTien  Rita  hit,  Encore  shut  down  three  of  its  rigs  in  east  Texas — 


but  for  only  a  day  and  a  half  and  with  no  harm  to  its  assets. 
What  emerged  from  the  Fort  Worth  headquarters  was  a  gale- 
force  sigh  of  relief. 

By  design  and  luck  Encore  ducked  one  of  the  worst  disasters 
ever  to  hit  the  industry.  Unlike  many  U.S.  wildcatters  who  put 
out  to  deep  sea  or  travel  to  some  exotic  spot  around  the  globe, 
Encore  sticks  to  American  soil  where  it  buys  up  older  fields  that 
bigger  players  have  given  up  on.  Its  reserve  life  as  of  the  end  of 


V .''  Exploring  where  others 

I  have  given  up:  Jon  and 

^4^™f '  ~' ^'S?  '         '  V  Jonny  Brumley. 
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I  SMALL 


2004 — an  estimate  of  how  long  it  takes  to  deplete  its  stocks — is 
19  years,  five  years  more  than  for  ExxonMobil. 

When  father  and  son  founded  the  company  in  1998,  oil 
prices  were  falling,  bottoming  at  $12  a  barrel  in  1999 — a  perfect 
time  to  be  buying  up  discarded  properties  and  reworking  them. 
They're  still  in  that  game  of  buying  castoffs  from  other  compa- 
nies, but  all  the  numbers  are  bigger — the  price  of  reserves,  the 
cost  of  drilling,  the  cost  of  extracting.  Solid  though  it  is — it  net- 
ted $93  million  on  $360  million  in  revenue  over  the  last  12 
months  and  ranks  18  on  our  Best  Small  Companies  list — 
Encore  must  stretch  its  finances.  For  2005  it  has  earmarked 
$315  million  for  drilling  and  development  programs,  and  has 
announced  two  acquisitions  totaling  $140  million.  Estimates  of 


Hot  Air 


Encore  is  counting  on  high-pressure  air  injection  to  boost  its  reserves  by  an  additional 
57  million  to  200  million  barrels  of  oil.  How  it  works:  Compressors  pump  15  million 
cubic  feet  of  air  each  day  at  5,000  pounds  per  square  inch  into  a  rock  formation 
9,000  feet  below.  The  high-pressure  air  then  naturally  ignites  with  the  oil  and  gener- 
ates flue  gas,  steam  and  a  pressure  front  that  pushes  the  oil  to  the  producing  well. 


9,000  FEET  OF 
IMPERMEABLE  DIRT 


IGNITION 


Cross  Section  of  Formation 


BURNED 
REGION 


$275  million  for  internally  generated  cash  flow — net  earnings, 
plus  noncash  expenses  including  depreciation,  depletion,  amor- 
tization and  deferred  taxes — won't  cover  the  costs.  So  it  is 
drawing  down  its  $450  million  line  of  credit  from  banks  and  is 
also  selling  senior  subordinated  notes  with  interest  of  6%,  while 
reducing  its  risk  a  bit  with  some  options-based  hedging.  "Now 
is  the  time  to  push  development  as  far  as  we  can,  not  pay  down 
debt,"  says  Jon.  "I've  been  in  the  business  a  lot  of  years  and  just 
don't  see  a  downside." 

So  far  the  risk.;  have  paid  off.  Since  1999  Encore  has 
boosted  production  by  an  average  24%  and  its  proved  reserves 
by  20%  at  a  time  when  the  rest  of  the  industry  has  been  flat  to 
slightly  down  in  both  key  categories  in  the  U.S.,  according  to 
research  firm  John  S.  I  ler«  d.  An  investment  made  at  the  ini- 


tial public  offering  in  early  2001  would  have  more  thai 
tripled.  Jon,  chief  executive,  controls  shares  and  options  wortl 
$97  million;  Jonny,  president,  owns  $23  million  worth. 

Jon's  father  was  an  alcoholic  with  whom  he  had  no  rela| 
tionship  until  his  dad  sobered  up  at  age  65.  Brumley  took  a  dif 
ferent  tack  with  his  son,  coaching  Jonny's  football  team  for  fivi 
years  and  hunting  doves  with  him.  Brumley  senior  thought ; 
lot  about  starting  a  company  with  his  son,  while  learning  U 
appreciate  the  perils  of  doing  so.  "In  all  businesses  you  risj 
money,"  he  muses.  "But  in  a  family  business  you  risk 
relationship." 

Both  Brumleys  have  spent  much  of  their  lives  muck-dee] 
in  the  oil  patch.  Jon,  66,  got  his  M.B.A.  from  Wharton  in  1 963 

and  then  worked  for  a  Philadel 
phia  actuarial  consulting  firm 
m^mmmmm^mmmmmmmmmmm^mmmm^mm   But  he  was  homesick  for  hi 

native  Texas.  So  when  hil 
friend's  father  offered  him  a  joB 
as  an  administrative  assistant  a 
Southland  Royalty,  an  oil  and  gat 
outfit,  he  took  a  pay  cut  an<j 
packed  his  bags.  Four  years  latej 
in  1971,  Brumley  and  a  younj 
Goldman  Sachs  banker  namec 
Robert  Ruben  led  the  company' 
successful  fight  against  a  hostik 
bid  by  T.  Boone  Pickens,  whd 
then  offered  Brumley  a  joa 
Instead,  Brumley  stayed  a 
Southland,  became  chief  execu 
tive  in  1974  and  ran  it  until  1985 
when  he  lost  a  final  takeover  bat 
fie  to  Burlington  Northern  Rail 
road.  Unsure  whether  he  wantec 
to  hang  around  oilfields,  Brum 
ley  looked  into  banking  bu 
didn't  find  anything  he  liked.  Sc 
the  next  year  he  and  two  South 
land  colleagues  founded  Cross 
Timbers  Oil,  now  XTO  Energy,  tc 
focus  on  what  they'd  done  besl 
at  Southland:  acquiring  vintage  properties  much  as  Encore 
would  later  do.  Brumley  was  chief  executive  and  owned  50%. 

Meanwhile  Jonny,  35,  spent  summers  working  in  Cros 
Timbers'  fields,  first  as  a  construction  worker,  known  as  a 
roustabout,  then  as  a  gager,  checking  oil  levels  and  reading  gas 
meters.  After  getting  a  B.A.  in  marketing  from  the  University  ol 
Texas,  he  put  in  time  at  North  Central  Oil  in  Houston,  handling 
hedging  and  gas  marketing.  That's  when  his  dad  brought  up 
the  idea  of  starting  a  small  business. 

Not  so  fast.  Within  weeks  of  Brumley  senior's  announcing 
his  departure  from  Cross  Timbers,  he  got  a  call  from  billionaire 
Texan  Richard  Rainwater,  then  the  biggest  shareholder  in 
Boone  Pickens'  troubled  company  Mesa,  asking  him  to  fix  it 
Brumley  turned  him  down  twice  but  took  the  post  in  1 996  after 
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1      Why  the  investor  who  believes  in 

paying  less  and  keeping  more 

I  llkes  travellng  ^  our  circks. 

I  funny  thing  happened  when  we  made  low-cost  mutual  funds 

•lohle  to  individual  investors  back  in  1^)7^  c  •  i 
available  ck  in  U75.  Friends  told  friends,  and 

a  small  circle  of  investors  grew  into  a  large  one  TU  r  U  i 
»;sn  ,^  5  une-  1  hey  told  a  simple 

story.^ith  shares  >n  a  Vanguard®  fund,  for  example, 

,  ffet  to  benefit  from  a  powerful, 

term  commitment  to  keep 

long 


rosts 


low.  L°w  costs  means  you 


get 


inv 

for  you 


o  keep  more  of  your 
;stment  returns  working 
Compounding  that 


money  over  time  can  help 
you  build  wealth.  And  good 
performance  attracts  more 
investors.  As  a  client-owned 
investment  management  company, 
lt's  just  one  way  we  put  our  investors' 
interests  first.  What's  more,  managing  over 
^800  billion  in  assets  (as  of  12/31/04),  we  actually  charge  clients  two-thirds 
||ss  than  we  did  thirty  years  ago,  and  our  average  expense  ratio  is 
180%  lower  than  the  industry  average.  To  join  our  growing  circle,  call 
1-800-669-8698.  We  can  help.™ 


I^ww.vanguard.com 


Vanguard 


Call  for  a  fund  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information; 
read  and  consider  it  carefully  before  investing. 

Source:  Upper  Inc..  based  on  expense  ratio  data  as  of  Dec.  31,  2004.  Past  performance  is  not  a  guarantee  of  future  results.  ©  2005  The  Vanguard  Group,  Inc.  All  rights  reserved. 
Vanguard  Marketing  Corporation,  Distributor  Mutual  funds  are  subject  to  market  risk 


a  call  from  Pickens  and  a  promise  that  Jonny  could  join  and  get 
his  own  options.  Within  a  year  the  company  merged  with 
Parker  &  Parsley  to  form  Pioneer  Natural  Resources. 

The  interruption  was  fortuitous.  When  the  Brumleys  left  in 
May  1998,  they  started  dreaming  bigger.  They  learned  from  a 
venture  capitalist  on  Pioneer's  board  that  many  large  private- 
equity  firms  were  looking  to  make  big  bets  in  the  energy  sector. 
"We  saw  the  kind  of  money  he  and  others  were  raising,  and  we 
decided  we  could  get  some  of  that,"  says  the  younger  Brumley. 

They  had  to  move  quickly — and  be  willing  to  give  up  a  lot  of 
ownership.  Their  plan  was  to  buy  older  fields,  invest  half  their 
cash  flow  (in  the  sense  of  net  earnings,  plus  noncash  expenses 
including  depreciation,  depletion,  amortization  and  deferred 
taxes,  plus  interest)  to  replenish  produc- 
tion by  drilling  new  wells  and  reworking 
existing  ones.  The  other  half  is  spent  on 
acquisitions,  additional  development  and 
debt  repayment.  Less  than  a  month  later 
four  firms,  including  Chase  Capital  Part- 
ners and  Warburg  Pincus,  committed 
$300  million,  almost  triple  what  the 
Brumleys  originally  sought.  "It  took  us  I 


discounted  cash  flow  estimates  for  proven  and  undeveloped 
reserves,  taxes,  oil  prices  at  $13.50  a  barrel  and  $16,  to  name 
few — into  a  program  that  calculated  various  purchase  prices  a 
several  rates  of  return.  Cedar  Creek,  they  decided,  was  wortl 
$215  million.  But  what  should  they  bid?  "We  waffled  a  bit.j 
Jonny  admits.  Before  the  bid  they  lowered  their  offer  twice,  set) 
tling  on  $172  million. 

Days  passed  with  no  word.  Investors  grew  nervous.  Employ 
ees  jumped  whenever  the  phone  rang.  Bidder's  remorse  set  in 
Had  they  offered  too  little?  "We  were  moping  around  and  sec 
ond-guessing  ourselves,"  recalls  Jon.  "After  all,  we  were  prepared 
to  pay  more."  Around  5:15  p.m.  on  the  tenth  day,  Shell  called  tc 
tell  Encore  it  had  won  and  to  be  at  its  Houston  office  the  nexi 
morning  to  start  negotiations  on  the  sal« 
and  purchase  agreement.  There  were  n<j 
celebrations  for  the  next  few  months  aj 
I  Encore  hammered  out  a  contract  witlj 
3|  Shell.  It  also  watched  anxiously  as  oi) 
prices  rose  by  a  third,  to  $16  a  barrel 
^^^H  always  wary  that  Shell  might  renege. 
J^H  The  deal  finally  closed  in  June  1999 
more  than  a  year  after  Encore  waj 


Cedar  Creek  was         of  Encore's  daily  production— 
24,665  barrels  a  day— and  of  its  total  reserves. 


about  15  seconds  to  decide  to  back  Jon,"  says  Howard  Newman, 
Warburg's  vice  chairman.  Eager  to  start,  the  Brumleys  agreed  to 
terms  that  gave  them  only  2%  of  the  company.  But  that  share 
would  rise  at  the  time  of  the  offering  if  they  delivered  more  than 
a  7%  return  to  the  other  investors.  Now  their  share  is  7.4%.  Says 
Jonny,  "If  we  do  this  right,  even  without  rising  prices,  we  should 
get  a  15%  to  20%  return." 

Now  to  buy  something.  Brumley  wanted  the  Cedar  Creek 
Anticline,  a  gigantic  oil  strip  with  an  estimated  3.3  billion  bar- 
rels under  the  border  of  Montana  and  North  Dakota  that  had 
been  discovered  in  1951;  by  the  time  Encore  took  a  look,  a  lot  of 
the  easy  oil,  14%  of  the  total,  had  been  recovered.  Brumley 
knew  the  specs  because  his  old  outfit  Cross  Timbers  owned  a 
tiny  portion,  but  the  part  he  wanted  was  the  three-fourths  that 
Shell  owned.  He  called  the  oil  giant,  hoping  it  might  want  to 
unload  it  to  concentrate  on  offshore  or  overseas  properties. 
Turned  out  Shell  was  already  planning  to  sell  it  in  a  private  auc- 
tion, and  in  November  1998  it  invited  the  Brumleys  to  bid. 

With  no  operations  to  distract  them,  the  Brumleys  and  their 
dozen  employees  worked  six  days  a  week  for  four  months,  study- 
ing Cedar  Creek's  production  documents,  conducting  forecasts 
and  mapping  decline  curves  for  all  450  wells.  They  spoke  to 
retired  Shell  employees  and  spent  two  days — all  they  were 
allowed — in  Shell's  data  room,  scouring  for  updated  information 
and  digging  through  trash  looking  for  signs  of  rival  bidders. 

Then,  betting  time.  They  plugged  all  their  assumptions — 


founded.  Private-equity  investors  kicked  in  $87  million,  and  S 
million  came  from  bank  debt  (Libor  plus  1.5%).  The  Brumleys 
and  all  the  early  employees  also  chipped  in  to  get  founders'  stock. 
Brumley  senior  paid  $1.8  million;  his  son  shelled  out  $200,000 
For  some,  like  engineer  Donald  Gann,  who  wrote  a  $28,000 
check,  it  meant  draining  most  of  their  bank  accounts. 

Encore  started  working  the  fields  a  month  later,  pumping 
oil  so  it  could  generate  cash  for  new  activities,  pay  down  debt! 
and  get  that  7%-plus  return.  Flying  up  to  tiny  Baker,  Mont.,  the 
nearest  town  to  Cedar  Creek,  the  Brumleys'  crew  went  over 
each  well  with  the  former  Shell  production  crew  to  figure  out 
what  to  do  first.  Encore  switched  its  company's  colors  from 
blue  and  gray  to  Shell's  red  and  yellow  to  save  $50,000  in 
repainting.  Within  three  months  it  had  its  first  new  well  up  and 
running,  fulfilling  a  preexisting  obligation  to  prevent  losing  the 
acreage.  It  next  spent  $700,000  to  replace  a  broken-down  water 
injection  well  that  Shell  hadn't  fixed  but  which  appeared  to  be 
dragging  down  production  of  its  five  neighboring  wells.  Pro- 
duction in  that  injection-well  area  rose  from  130  barrels  a  day 
to  250.  (As  of  year's  end  2004  Cedar  Creek  represented  55%  of 
Encore's  daily  production — 24,665  barrels  a  day — and  66%  of 
the  company's  total  reserves.) 

Already  cash-flow  positive  by  July  1999,  the  Brumleys  were 
eager  to  take  their  company  public — even  though  $180  million  of 
the  committed  private-equity  money  hadn't  been  touched.  The  in- 
vestors liked  the  timing  and  agreed,  with  one  nasty  caveat:  War- 
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burg  Vice  Chairman  Howard  Newman  insisted  that  the  younger 
Brumley  step  down  from  the  board.  "When  you're  the  founder's 
son,  it's  always  complicated,"  says  Newman,  who  didn't  think 
Jonny  was  ready.  His  father  was  upset  but  couldn't  change  New- 
man's mind,  particularly  given  Warburg's  50%  stake.  "It  didn't 
go  down  easily  for  me,"  Jon  recalls.  Encore  went  public  in  March 
2001,  selling  24%  of  the  company  for  $93  million,  all  of  which 
went  into  Encore's  coffers.  When  a  board  member  resigned  later 
that  year  Jonny  took  the  empty  seat. 

Besides  Cedar  Creek,  Encore  has  made  1 1  acquisitions  of 
note,  totaling  $563  million.  (It  has  lost  a  couple  of  big  deals, 
including  a  $3  billion  bid  for  Texas'  largest  oil  producer,  Altura 
Energy;  Occidental  Petroleum  won  with  a  $3.6  billion  offer.) 
It's  no  passive  investor.  "A  lot  of  folks  will 
study  things  to  death,  but  we  try  it  first  to 
see  if  it  works,"  says  Jonny.  Encore  tested 
two  methods  to  salvage  temporarily  aban- 
doned wells,  rather  than  plug  them  at  a  $4 
million  cost.  One  was  lowering  coil  tubing 
into  the  well — inexpensive  but  didn't  work 
well.  The  other  process,  still  in  use,  is  to  cut 
a  window  in  an  old  well's  steel  casing  and 
then  drill  horizontally  into  the  oil  zone. 
Since  June  2000  Encore  has  successfully 
reentered  287  wells  at  an  estimated  $600,000 
per  well,  half  the  cost  of  a  new  well. 

Ramming  water  into  an  old  oilfield  to 
push  oil  out,  a  technique  that  goes  back  to 
the  late  19th  century,  is  a  common  Encore 
exploit.  It  studied  carbon-dioxide  flooding 
but  figured  that  buying  the  CO:  and  build- 
ing a  pipeline  to  transport  it  would  eat  up 
profits.  A  neighbor  on  the  anticline  was 
using  a  lesser-known  means  of  extraction 
called  high-pressure  air  injection.  In  this 
one  you  shove  air  into  a  hole,  which  then  naturally  ignites  the 
oil.  Some  of  the  oil  burns,  pushing  the  remainder  up  a  well. 
This  method  costs  approximately  $4  a  barrel  versus  $11  for 
drilling.  But  it  doesn't  work  everywhere  and  takes  a  year  and  a 
half  or  more  to  prove  its  worth. 

In  2002  Encore  ran  a  $7  million  test  on  a  small  part  of  Cedar 
Creek,  using  two  small  compressors.  Initial  results  were  good,  as 
the  air  injection  almost  immediately  flattened  the  well's  natural  de- 
cline and  later  boosted  production  from  460  barrels  a  day  to  650. 
Since  then  Encore  has  spent  another  $63  million  on  the  project. 
Four  compressors  will  each  pump  in  15  million  cubic  feet  of  air 
a  day.  The  air  trick  has  added  22  million  barrels  of  proved  re- 
serves in  two  areas  of  Cedar  Creek.  The  upside  isn't  immediate. 
Production  uplift  occurs  one  to  two  years  after  the  air  is  injected. 

The  Brumleys  will  try  anything.  At  Bell  Creek  in  Montana, 
a  little  property  acquired  for  $5  million,  it  is  experimenting 
with  microbial-enhanced  recovery.  Over  the  past  few  months  it 
has  spent  $100,000  transporting  and  injecting  ten  truckloads  of 
a  molasses-and-fertilizer  mixture  into  the  ground.  This  nutri- 
supposed  to  feed  and  promote  growth  of  naturally  occur- 
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ring  bacteria  in  the  sands  deep  in  the  earth,  which,  in  turn,  wi 
form  a  slime  that  diverts  injected  water  toward  oil-bearir( 
zones,  thereby  pushing  crude  from  the  sands.  It  is  way  too  ear) 
to  tell  if  it  works.  But  if  it  does,  Encore  should  be  able  to  recovej 
oil  at  one-fifth  the  cost  of  the  method  once  used  there. 

The  Brumleys  use  their  employees  resourcefully,  too.  Rathe 
than  hire  a  full-time  acquisition  staff,  for  instance,  Encore  pul 
together  groups  from  different  departments  to  work  on  diffei 
ent  projects.  The  company  gets  by  with  only  170  people,  whic 
has  helped  it  achieve  the  highest  footage  drilled  per  employee  i 
the  industry — 10,975  feet,  well  above  the  2,500  average  amon 
27  peers.  In  addition  to  typical  perks  like  bonuses  and  stoa 
options,  the  Brumleys  give  out  cash  payments  for  special  efforl 
such  as  repairing  electrical  lines  in  winte 
or  putting  in  extra  hours  on  acquisition 
The  Brumleys'  compensation  is  in  lini 
with  the  average  for  big  companies — $3, 
million  for  Jon  and  $1.7  million  for  Jonn 
Encore's  finding-and-developmen 
costs  per  barrel  have  risen  to  a  recent  $1( 
$2  below  the  industry  average  but  mon 
than  double  its  number  in  2001.  Nothini 
wrong  with  that,  if  oil  prices  stay  high. 

To  protect  itself  (and  its  bondholders 
Encore  hedges  oil  prices.  So,  for  instance 
with  its  $127  million  purchase  of  Corte 
Oil  &  Gas  in  April  2004  it  hedged  1,00 
barrels  of  oil  per  day,  half  of  its  produc 
tion,  with  collars  locking  in  prices  of  $30 1 
$33.  So  it  has  lost  a  good  chunk  of  the  po 
tential  windfall  from  price  increases  sinci 
then.  But  without  such  hedges  the  Brum 
leys  couldn't  sleep  at  night  with  all  thei 
debt  (49%  of  capitalization).  "They'll  ge 
squeezed  if  prices  plummet,"  says  Phili] 
Dodge,  an  analyst  at  Stanford  Group.  "But  they'd  still  be  mak 
ing  money  even  after  a  $20  drop." 

Jonny  was  named  president  three  years  ago.  Everyone  il 
the  company  now  reports  to  him.  But  even  18  months  ago 
board  member  Ted  Collins  Jr.  bluntly  announced  that  Wal 
Street  wasn't  taking  Jonny  seriously  and  that  his  father  had  to 
do  more  to  sell  him.  "He  was  being  too  overprotective,"  say: 
Collins,  an  oil-and-gas  producer.  "Jonny  doesn't  bowl  you  ove: 
the  way  his  father  does,  but  he  is  smart  enough  to  learn  what  hi 
needs  from  his  dad." 

He's  done  okay  on  his  own.  One  night  five  years  ago,  afte: 
his  father  had  gone  home,  a  tornado  ripped  through  Encore': 
offices.  Jonny  herded  everyone  into  the  basement  and,  when  the 
storm  passed,  led  them  upstairs  to  collect  papers  and  check  or 
computers  before  asking  them  to  report  the  next  morning  to  i 
nearby  pancake  house.  By  the  time  he  arrived  for  breakfast  the 
next  day,  Jonny  had  already  secured  temporary  offices — anc 
gained  the  respect  of  employees.  Encore  didn't  miss  a  beat,  clos 
ing  two  acquisitions  and  submitting  a  bid  on  a  third  deal  dur 
ing  its  two  weeks  in  limbo.  F 
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You  probably  know  that  cholesterol  comes  from  food.  But 
what  you  might  not  know  is  that  your  cholesterol  has  a  lot 
to  do  with  your  family  history.  VYTORIN  treats  both  sources 
of  cholesterol. 

A  healthy  diet  is  important,  but  when  it's  not  enough,  adding 
VYTORIN  can  help.  VYTORIN  helps  block  the  absorption  of 
cholesterol  that  comes  from  food  and  reduces  the  cholesterol 
that  your  body  makes  naturally. 

In  clinical  trials,  VYTORIN  lowered  bad  cholesterol 
more  than  Lipitor  alone.  VYTORIN  is  a  tablet  containing 
two  medicines:  Zetia®  (ezetimibe)  and  Zocor  (simvastatin). 
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Important  information:  VYTORIN  is  a  prescription  tablet 
and  isn't  right  for  everyone,  including  women  who  are  nursing 
or  pregnant  or  who  may  become  pregnant,  and  anyone  with 
liver  problems.  Unexplained  muscle  pain  or  weakness  could 
be  a  sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  VYTORIN  may  interact 
with  other  medicines  or  certain  foods,  increasing  your  risk 
of  getting  this  serious  side  effect.  So,  tell  your  doctor  about 
any  other  medications  you  are  taking. 

To  learn  more,  call  1-877-VYT0RIN  or  visit  vytorin.com 
Please  read  the  Patient  Product  Information  on  the 
adjacent  page. 

Continue  to  follow  a  healthy  diet,  and  ask  your  doctor  about 
adding  VYTORIN. 
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RiN 

(ezetimibe/simvastatin) 

Treat  the  2  sources  of  cholesterol. 


VYTORIN'  (ezetimibe/simvastatin) Tablets 

Patient  Information  about  VYTORIN  (Vl-tor-in) 

Generic  name:  ezetimibe/simvastatin  tablets 


Read  this  information  carefully  before 
you  start  taking  VYTORIN.  Review  this 
information  each  time  you  refill  your 
prescription  for  VYTORIN  as  there  may 
be  new  information. This  information 
does  not  take  the  place  of  talking  with 
your  doctor  about  your  medical 
condition  or  your  treatment.  If  you 
have  any  questions  about  VYTORIN, 
ask  your  doctor.  Only  your  doctor  can 
determine  if  VYTORIN  is  right  for  you. 

What  is  VYTORIN? 

VYTORIN  is  a  medicine  used  to  lower 
levels  of  total  cholesterol,  LDL  (bad) 
cholesterol,  and  fatty  substances  called 
triglycerides  in  the  blood.  In  addition, 
VYTORIN  raises  levels  of  HDL  (good) 
cholesterol.  It  is  used  for  patients  who 
cannot  control  their  cholesterol  levels 
by  diet  alone.  You  should  stay  on  a 
cholesterol-lowering  diet  while  taking 
this  medicine. 

VYTORIN  works  to  reduce  your 
cholesterol  in  two  ways.  It  reduces  the 
cholesterol  absorbed  in  your  digestive 
tract,  as  well  as  the  cholesterol  your 
body  makes  by  itself.  VYTORIN  does 
not  help  you  lose  weight. 

Who  should  not  take  VYTORIN? 

Do  not  take  VYTORIN: 

•  If  you  are  allergic  to  ezetimibe  or 
simvastatin,  the  active  ingredients  in 
VYTORIN,  or  to  the  inactive  ingredients. 
For  a  list  of  inactive  ingredients,  see 
the  "Inactive  ingredients"  section  at 
the  end  of  this  information  sheet. 

•  If  you  have  active  liver  disease  or 
repeated  blood  tests  indicating 
possible  liver  problems. 

•  If  you  are  pregnant,  or  think  you  may 
be  pregnant,  or  planning  to  become 
pregnant  or  breast-feeding. 

VYTORIN  is  not  recommended  for  use 
in  children  under  10  years  of  age. 

What  should  I  tell  my  doctor  before 
and  while  taking  VYTORIN? 

Tell  your  doctor  right  away  if  you 
experience  unexplained  muscle  pain, 
tenderness,  or  weakness. This  is  because 
on  rare  occasions,  muscle  problems 
can  be  serious,  including  muscle  break- 
down resulting  in  kidney  damage. 

The  risk  of  muscle  breakdown  is 
greater  at  higher  doses  of  VYTORIN. 

The  risk  of  muscle  breakdown  is  greater 
in  patients  with  kidney  problems. 

Taking  VYTORIN  with  certain  substances 
can  increase  the  risk  of  muscle  problems, 
it  is  particularly  important  to  tell  your 
tor  if  you  are  taking  any  of  the 

following: 


•  danazol 

•  antifungal  agents  (such  as 
itraconazole  or  ketoconazole) 

•.  fibric  acid  derivatives  (such  as 

gemfibrozil,  bezafibrate,  orfenofibrate) 

•  the  antibiotics  erythromycin, 
clarithromycin,  and  telithromycin 

•  HIV  protease  inhibitors  (such  as  indinavir, 
nelfinavir,  ritonavir,  and  saquinavir) 

•  the  antidepressant  nefazodone 

•  amiodarone  (a  drug  used  to  treat  an 
irregular  heartbeat) 

•  verapamil  (a  drug  used  to  treat  high 
blood  pressure,  chest  pain  associated 
with  heart  disease,  or  other  heart 
conditions) 

•  large  doses  (>1  g/day)  of  niacin  or 
nicotinic  acid 

•  large  quantities  of  grapefruit  juice 
(>1  quart  daily) 

It  is  also  important  to  tell  your  doctor  if 
you  are  taking  coumarin  anticoagulants 
(drugs  that  prevent  blood  clots,  such  as 
warfarin). 

Tell  your  doctor  about  any  prescription 
and  nonprescription  medicines  you  are 
taking  or  plan  to  take,  including  natural 
or  herbal  remedies. 

Tell  your  doctor  about  all  your  medical 
conditions  including  allergies. 

Tell  your  doctor  if  you: 

•  drink  substantial  quantities  of  alcohol 
or  ever  had  liver  problems.  VYTORIN 
may  not  be  right  for  you. 

•  are  pregnant  or  plan  to  become 
pregnant.  Do  not  use  VYTORIN  if  you 
are  pregnant,  trying  to  become  pregnant 
or  suspect  that  you  are  pregnant.  If 
you  become  pregnant  while  taking 
VYTORIN,  stop  taking  it  and  contact 
your  doctor  immediately. 

•  are  breast-feeding.  Do  not  use 
VYTORIN  if  you  are  breast-feeding. 

Tell  other  doctors  prescribing  a  new 
medication  that  you  are  taking  VYTORIN. 

How  should  I  take  VYTORIN? 

•  Take  VYTORIN  once  a  day,  in  the 
evening,  with  or  without  food. 

•  Try  to  take  VYTORIN  as  prescribed. 
If  you  miss  a  dose,  do  not  take  an 
extra  dose.  Just  resume  your  usual 
schedule. 

•  Continue  to  follow  a  cholesterol- 
lowering  diet  while  taking  VYTORIN. 
Ask  your  doctor  if  you  need  diet 
information. 

•  Keep  taking  VYTORIN  unless  your 
doctor  tells  you  to  stop.  If  you  stop 
taking  VYTORIN,  your  cholesterol 
may  rise  again. 

What  should  I  do  in  case  of  an  overdose? 


What  are  the  possible  side  effects  of  I 
VYTORIN? 

See  your  doctor  regularly  to  check  yd 
cholesterol  level  and  to  check  for  sid4 
effects.  Your  doctor  may  do  blood  tea 
to  check  your  liver  before  you  start  j 
taking  VYTORIN  and  during  treatmen 

In  clinical  studies  patients  reported  tl 
following  common  side  effects  while 
taking  VYTORIN:  headache  and  muso 
pain  (see  What  should  I  tell  my  docta 
before  and  while  taking  VYTORIN?). 

The  following  side  effects  have  been 
reported  in  general  use  with  either 
ezetimibe  or  simvastatin  tablets  (tabl 
that  contain  the  active  ingredients  ofl 
VYTORIN): 

•  allergic  reactions  including  swellirl 
of  the  face,  lips,  tongue,  and/or  throl 
that  may  cause  difficulty  in  breathil 
or  swallowing  (which  may  require 
treatment  right  away),  and  rash; 
alterations  in  some  laboratory  blocl 
tests;  liver  problems;  inflammation 
of  the  pancreas;  nausea;  gallstone; 
inflammation  of  the  gallbladder. 

Tell  your  doctor  if  you  are  having  the: 
or  any  other  medical  problems  while] 
on  VYTORIN. This  is  not  a  complete  li 
of  side  effects.  For  a  complete  list,  asi 
your  doctor  or  pharmacist. 

General  Information  about  VYTORIN 

Medicines  are  sometimes  prescribed 
for  conditions  that  are  not  mentioned 
in  patient  information  leaflets.  Do  nol 
use  VYTORIN  for  a  condition  for  which 
was  not  prescribed.  Do  not  give  VYTOP 
to  other  people,  even  if  they  have  the  sar 
condition  you  have.  It  may  harm  ther 

This  summarizes  the  most  important 
information  about  VYTORIN.  If  you 
would  like  more  information,  talk  wit! 
your  doctor.  You  can  ask  your  pharmac 
or  doctor  for  information  about  VYTOR 
that  is  written  for  health  professional; 
For  additional  information,  visit  the 
following  web  site:  vytorin.com. 

Inactive  ingredients: 

Butylated  hydroxyanisole  NF,  citric 
acid  monohydrate  USP,  croscarmello; 
sodium  NF,  hydroxypropyl  methyl- 
cellulose  USP,  lactose  monohydrate  P< 
magnesium  stearate  NF,  microcrystallir 
cellulose  NF,  and  propyl  gallate  NF. 
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•iflk.  LIR  SYSTEMS  LOOKED  LIKE  A 
goner.  Cashless,  debt-ridden,  its  stock  almost 
delisted  from  Nasdaq,  the  maker  of  infrared 
imaging  devices  was  snared  in  an  accounting 
scandal  and  at  risk  of  losing  its  biggest  cus- 
tomer, the  U.S.  government.  Who  would  be 
crazy  enough  to  take  charge  at  such  a  pliice — 
and  worse  yet,  agree  to  be  paid  entirely  in  the 


lir  s  share  price  jumped  from 
Lewis'  9  jd%  stake  is  no 


Bmm—  wm 


company's  nearly  worthless  stock?  That  would  be  Earl  Lewis, 
who  signed  on  as  chief  executive  in  2000. 

Five  years  later  it  looks  like  a  mighty  smart  move.  Rev- 
enues at  the  Wilsonville,  Ore.  company  have  since  nearly 
tripled  to  $483  million;  its  $26  million  loss  has  turned  to  a 
$72  million  profit,  good  enough  to  put  it  at  place  number 
39  on  our  list  of  Best  Small  Companies;  its  stock  price  has 
soared  from  75  cents  to  $24,  adjusted  for  two  2-for-l  splits. 

Despite  a  disappointing  third  quarter,  when  revenues 
were  $  1 1 2  million  against  an  expected  $  1 27  million,  backlogs 
are  at  a  record  $200  million,  and  Lewis,  now  Flir's  biggest 
individual  shareholder  with  a  2.4%  stake  worth  $40  million, 
remains  bullish  on  Flir's 
prospects.  "I  knew  the  company 
could  be  turned  around 
quickly,"  says  Lewis.  "Their 
problems  had  to  do  with  man- 
agement, not  their  market  or 
their  technology." 

Helpful,  too,  that  Lewis  had 
developed  a  sharp  eye  for 
handyman  specials.  During  his 
14  years  at  Thermo  Instrument 
Systems  that  firm  acquired  100 
companies,  many  of  them  trou- 
bled. "I've  been  fixing  small 
companies  for  years,"  he  says. 

At  Flir  he  could  exploit  cool 
technology  and  a  booming  mar- 
ket. Its  bread  and  butter:  cam- 
eras that  use  infrared  sensors  to 
see  objects  from  the  heat  they 
generate.  Soldiers  in  Iraq  use 
them  to  peer  through  smoke  and 
darkness  to  spot  bad  guys  up  to 
6  miles  away.  But  this  once- 
exotic  technology  can  also  be  put 
in  the  hands  of  plumbers,  elec- 
tricians and  ordinary  homeown- 
ers. A  smaller  Flir  division  makes 
thermographic  cameras  that  measure  temperature,  detect- 
ing gas  leaks  at  refineries,  water  damage  inside  walls  and 
potential  hot  spots  in  tiny  integrated  circuits.  "We  think  we 
are  in  a  business  with  the  potential  to  be  in  everyone's  home, 
their  cars,  their  lives,"  Lewis  says. 

Flir — an  acronym  for  forward-looking  infrared — was 
founded  in  1978.  It  pioneered  commercial  infrared  technol- 
ogy, originally  making  devices  to  detect  heat  loss  in  homes; 
Flir  mounted  the  cameras  in  vans  and  drove  through  neigh- 


$40  million, 


borhoods,  performing  energy  audits.  Later  Flir  develope< 
thermal-imaging  systems  for  police  and  military  aircraft) 
Growth  in  the  1990s  came  through  acquisition,  as  Flir  bough 
an  infrared  imaging  group  from  Hughes  Aircraft,  the  Swedisl 
Agema  Infrared  Systems  and  Infrarnetrics. 

But  management  stumbled  putting  the  pieces  togethet 
It  carried  too  many  employees,  pushed  a  hodgepodge  a 
products — some  that  competed  with  one  another — ano 
financed  the  whole  mess  by  taking  on  ever  more  debt.  Insteao 
of  fixing  the  problems,  executives,  it  seems,  fixed  the  books 
In  March  2000,  a  month  after  reporting  results  for  the  fourtj 
quarter  1999,  Flir  announced  the  numbers  were  wrong  anc 


Here's  how  a  Flir  thermal-.  q  VUi^^^g '  '?/.  f 

imaging  camera  "sees"  someone  in  pitch  |^  1  ,m  J 

black  from  a  distance  of  6  miles.  Infrared  energy 
emitted  by  a  subject  (i)  passes  through  the  camera's  lens  (2), 
which  is  made  of  germanium  or  silicon,  substances  that  are  good  at 
transmitting  infrared  energy.  The  heart  of  the  camera  is  a  thumbprint-size 
detector  (3)  made  up  of  thousands  of  pixels  coated  with  substances  like 
mercury  cadmium  telluride  (mct)  or  indium  antimonide  (InSb)  and  chilled  by  a  bat- 
tery-power cooling  unit  (4)  to  a  frosty  321  degrees  below  zero  (Fahrenheit).  Each 
supercooled  sensor  counts  the  photons  striking  it,  passing  the  data  to  a  set  of  video 
boards  and  microprocessors  (5)  that  generate  an  image  using  256  shades  of  gray 
on  a  mpnitor  (6). 


that  its  chief  financial  officer  had  resigned.  A  week  later  came 
a  class  action  by  shareholders,  followed  in  short  order  by 
restated  results,  the  canning  of  Flir's  chief  executive  and  the 
news  of  an  investigation  by  the  Securities  &  Exchange  Com- 
mission. The  agency  alleged  that  Flir's  chief  and  two  lieu- 
tenants had  inflated  revenues,  double-booked  accounts 
receivable  and  hidden  expenses  in  1998  and  1999.  (The  com- 
pany settled  those  charges  without  admitting  or  denying 
wrongdoing  in  September  2002.)  Meantime,  the  Justice 
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Department  became  interested,  and  in  2003  the  three  for- 
mer executives  were  indicted.  All  three  pleaded  not  guilty;  a 
criminal  trial  is  scheduled  for  next  year.  Flir  is  required  to 
pay  their  legal  fees,  totaling  more  than  $2  million  this  year. 

By  the  time  Lewis  took  over  as  chief  executive  in  Novem- 
ber 2000,  Flir  was  in  ruins.  "Morale  was  awful,  about  as  bad 
as  I've  ever  seen,"  Lewis  says.  "Bankers  were  walking  around 
in  black  suits,  with  stickers  to  put  on  the  furniture,"  he  jokes. 
Luckily,  Lewis  knew  Flir's  parlous  situation  from  the  inside. 


Coming  Into  Focus 


Frame  three  shows  the  identical  scene  at  night  using  a  night  vision 
image  intensifier.  In  the  last  image  more  details  emerge  when 
peering  through  Flir's  Thermovision  Recon. 


He'd  been  on  the  company's  board  of  directors  since  June 
1999,  when  Thermo  Instruments  acquired  a  Swedish  outfit 
that  owned  a  28%  stake  in  Flir. 

First  thing,  Lewis  accelerated  some  changes  already  in  the 
works.  He  split  Flir  into  two  divisions,  imaging  (cameralike 
work)  and  thermography  (temperature  measurement).  He 
promoted  insiders  to  run  them  and  made  each  a  profit-and- 
loss  center.  He  wrote  off  outdated  inventory,  cut  redundant 
products  and  killed  devices  that  made  no  sense  (a  camera 
meant  to  be  worn  on  firefighters'  helmets  but  that  weighed 
6  pounds,  for  example).  He  laid  off  150  people,  a  fourth  of 
the  workforce. 

To  ensure  that  morale  did  not  vanish,  Lewis,  a  low-key 
industrial  engineer  with  a  degree  from  Clarkson  College  of 
Technology,  met  with  surviving  workers  in  factories.  He 


came  up  with  a  written  company  pledge  to  abide  by  six  ethi 
ical  principles — honesty,  integrity,  respect,  trust,  responsil 
bility  and  citizenship — appended  his  name  and  asked  eacl 
Flir  employee  to  do  the  same.  To  make  sure  the  accountinj 
scandal  never  occurred  again,  Lewis  introduced  a  system  tha 
allows  employees  to  report  suspected  violations  anony 
mously,  and  put  in  place  safeguards  in  computer  systems  til 
make  it  hard  to  enter  fictitious  sales  or  invoices. 

Business  didn't  improve  immediately.  Sales  were  flat  iij 
2000,  but  by  the  fourth  quarter  Flir  eked  out  a  profit.  In  200 
sales  were  growing  again,  gaining  15%  to  $214  million,  then 
leaping  to  $261  million  in  2002,  in  part  because  U.S.  gov 
ernment  agencies  bought  Flir  cameras  to  guard  missile  silo 
and  other  places.  By  the  end  of  2001  Flir  had  erased  its  $9' 
million  long-term  debt.  Lewis  had  resolved  the  shareholde: 
lawsuit,  settling  for  $6  million,  and  by  September  2002  hac 
cleared  up  the  SEC  investigation  without  paying  any  fine  o; 
penalty. 

Lewis  leaned  relentlessly  on  managers  to  find  customer 
for  infrared  cameras.  The  Sept.  1 1  attacks  seemed  to  presen 
a  huge  opportunity  for  government  contracts,  but  "spending 
has  not  been  near  what  people  expected,"  Lewis  says. 

The  company  gets  less  than  5%  of  all  military  sales,  wit! 
defense  contractors  like  DRS,  L-3  Communications  anc 
Raytheon  the  dominant  players.  But  in  the  $1  billion  market 
for  commercial  and  dual-use  products  (infrared  cameras  foi 
military  and  nonmilitary  customers)  Flir  holds  a  40%  share 
In  some  areas  it  does  even  better,  selling  50%  of  the  system 
used  in  TV  and  radio  news  helicopters  and  85%  of  units  ir 
police  choppers. 

Thermography  is  the  most  plausible  application  tc 
exploit,  if  the  cost  of  infrared  cameras  can  be  tamed,  making 
them  affordable  to  more  people.  Toward  that  end  in  January 
2004  Flir  spent  $190  million  to  acquire  Indigo  Systems, 
Goleta,  Calif,  chip  company  that  cranks  out  infrared  sensors 
Lewis  hopes  to  start  producing  other  parts  of  cameras 
including  lasers.  "Wherever  we  think  we  can  get  a  bettefl 
result  by  doing  it  ourselves,  we  will  do  that,"  he  says. 

A  few  years  ago  Flir's  least  expensive  product  sold  by  its 
thermographic  division  cost  $40,000.  Today  its  handheld  E 
Series  camera  sells  for  $15,000.  By  next  year,  thanks  to  the) 
Indigo  acquisition,  Flir  will  make  a  new  ThermaCam  priced! 
below  $10,000.  In  less  than  a  decade  Lewis  aims  to  produce 
thermographic  devices  that  sell  for  as  little  as  $1,000. 

Even  now,  at  $15,000,  Flir's  E  Series  thermographic  cam 
eras  are  catching  on  with  building  inspectors,  contractors! 
and  building  management  companies  to  find  hidden  waten 
damage  and  electrical  problems  by  revealing  differences  im 


iir's  cameras  once  cost 

In  less  than  a  decade  they  could  sell  for 
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Does  a  promise  come  with  an  expiration  date?  Is  it  good  for  a  month,  a  year  or  decades  from 
now?  At  New  York  Life  we  make  promises  that  have  no  expiration  date,  promises  that  we  live 
by.  It's  why  we  are  built  on  the  timeless  values  of  financial  strength,  integrity  and  humanity.  And 
why  no  matter  how  the  world  changes  around  you,  New  York  Life  is  The  Company  You  Keep? 
To  contact  a  New  York  Life  agent,  call  (888)  963-7946  or  go  to  newyorklife.com/promise 


temperatures.  Flir  envisions  home  inspectors  using  them  to 
do  prepurchase  analyses  for  home  buyers,  spotting  termite 
damage,  bad  pipes  and  faulty  wires.  Soon  you  may  even  rent 
a  Flir  thermographic  camera  at  a  home  improvement  store 
and  do  the  same  assessment  yourself. 

Public  works  departments  are  using  the  E  Series  to  spot 
pothole-causing  temperature  variations  in  asphalt.  Veterinar- 
ians use  the  same  camera  to  spot  inflammation  in  horses'  legs, 
while  airports  in  Asia  used  them  during  the  2003  SARS  crisis  to 
spot  passengers  with  fevers.  One  of  Flir's  newest  cameras,  the 
handheld  $75,000  GasFindlR,  is  designed  to  detect  invisible 
gas  leaks  and  has  been  picked  up  by  the  Environmental  Pro- 
tection Agency.  Other  potential  users:  oil  refineries. 

One  day  Flir's  cameras  could  become  standard  features  in 
cars.  A  few  well-heeled  drivers  in  Europe  are  already  using 
them  to  pilot  the  latest  BMW  7  Series  sedans  through  fog. 
(You  drive  by  looking  at  the  GPS  screen  on  the  dashboard.) 
The  BMW  win  came  about  through  a  partner  called  Autoliv, 
a  Swedish  maker  of  auto  safety  equipment.  "We  don't  want 
to  be  in  all  these  markets  ourselves,"  Lewis  says.  "We  want  to 
make  millions  of  camera  cores  and  then  let  others  install  and 
maintain  them." 

Meantime,  Flir's  imaging  division  is  thriving  and  still 


The  ThermaCam  can 
detect  heat  loss  from 
windows  and  water 
damage  inside  walls. 


Flir's  infrared  cameras  are 

f cutting-edge  technology. 
But  they  build  on  more  than 
200  years  of  research  that 
began  in  1800  when  as- 
tronomer Sir  William  Her- 
mUi  schel  discovered  what  he 

WL  called  "calorific  rays,"  which 

later  came  to  be  known  as 
infrared  radiation.  In  1840  Herschel's  son  John  made  the 
first  infrared  heat  pictures,  also  known  as  thermographs. 
During  World  War  I  scientists  on  both  sides  were  produc- 
ing infrared  systems  that  could  detect  enemy  planes.  De- 
velopment of  commercial  thermographic-imaging  systems 
began  in  the  1950s. 

:        MmMm$WM^  -D.L. 


Hot  Stuff 


represents  two-thirds  of  total  revenue.  Most  of  this  unit's 
business  still  comes  from  Uncle  Sam.  The  U.S.  Border  Patrol 
has  installed  200  Flir  cameras  along  the  Mexican  border.  In 
Iraq  troops  carry  Flir  reconnaissance  cameras.  Marine  Corps 
UH-1N  Huey  helicopters  are  equipped  with  Flir's  $1  million 
BriteStar  cameras,  which  can  spot  a  lone  insurgent  6  miles 
away  in  total  darkness. 

All  told,  U.S.  government  agencies  deliver  40%  of  Flir's 
revenues.  Lewis  considers  this  a  mixed  blessing,  glad  for  the 
business  but  a  tad  uneasy  about  exposure  to  erratic  spending 
patterns.  More  military  work  is  on  the  way  thanks  to  a  part- 
nership with  Bell  Helicopter  Textron,  maker  of  the  Huey, 
which  will  use  Flir  cameras  in  its  next-generation  Armed 
Reconnaissance  Helicopter.  (Flir  management,  still  hype- 
averse  after  its  accounting  scandal  of  five  years  ago,  carefully 
points  out  that  though  Bell  won  the  bid  in  July,  contracts 
have  not  yet  been  awarded.) 

Expect  more  acquisitions  from  Lewis.  His  dealmaker  is 
Anthony  Trunzo,  who  joined  Flir  from  Banc  of  America 
Securities  in  2003  after  handling  both  a  stock  offering  and  a 
convertible  bond  deal  for  the  company.  Oddly  enough 
Trunzo  was  also  one  of  the  financiers  who  took  a  dim  view 
of  Flir's  prospects  in  2000,  refusing  to  help  it  raise  money 
during  its  darkest  hours.  "I  looked  at  it  back  then  and  I  said, 
'Companies  of  this  size  do  not  come  back  from  this  kind  of 
shock,'"  he  recalls. 

This  one  certainly  did.  Insiders  who  stuck  with  the  com- 
pany have  made  a  killing  on  options  granted  when  the  shares 
were  battered — 12  million  options  were  granted  between  2000 
and  2002.  But  Lewis  insists  that's  not  why  people  stay.  Says 
he:  "Where  else  could  you  find  such  a  scientific  challenge?"F 


Turn  the  page  for  a  gatefold  on  14  hot  stocks  to  buy  now  ► 
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I  control  the  path  of  every  dollar  at  my  company. 
I  control  spending  differently  for  each  employee. 
I  control  all  the  Cards,  and  I  can  do  it  online. 


Control  is  a  powerful  thing. 
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Fourteen 


Favorites 


Since  1987  has  proven  himself  the  dean  o 

small-cap  stock  pickers.  Herewith,  his  selections  from  tl 
Best  200  Small  Companies  list  |  By  Michael  Maiello 


iWO  HUNDRED  SMALL  COMPANIES  MADE  OUR 
cut.  Is  this  a  recommended  list  for  investors?  Nope. 

A  company  lands  here  by  delivering  financial  performance— 
namely,  growth  in  sales,  earnings  per  share  and  a  high  return  on 
equity.  But  being  a  great  company  is  very  different  from  being  a 
great  investment.  No  corporation  is  so  terrific  that  an  overheated 
stock  won't  make  it  into  a  bad  investment  choice. 

We  do,  however,  intend  the  200  Best  list  to  be  a  starting 
point  for  investors  looking  for  growth  stocks.  To  help  you 
along,  we  solicited  advice  this  year  from  John  H.  Laporte,  60, 
the  manager  (since  1987)  of  the  $6.3  billion  New  Horizons 
Fund  from  T.  Rowe  Price.  In  his  reign  Laporte  has  delivered  an 
1 1 .8%  yearly  return,  1 .6  points  better  than  the  S&P  500  and  5.5 
points  better  than  the  Russell  2000  Growth  Index.  Two  things 
contributing  to  this  nice  result:  low  fees,  0.9%  of  assets  annu- 
ally, and  low  turnover  at  25%,  which  means  that  Laporte  does 
not  spend  nearly  as  much  effort  as  other  managers  chasing 
after  shares  and  pushing  the  prices  away. 

Laporte  didn't  have  much  difficulty  finding  14  favorites 
from  our  list.  Most  have  been  in  his  portfolio  for  years. 

Many  of  these  picks  are  business  service  companies,  with 
pretax  operating  margins  better  than  20%  and  sometimes  as 
high  as  40%.  They  sell  their  products  or  expertise  in  industries 
that  are  fragmented  and  thus  somewhat  safe  from  larger  com- 
petitors. These  companies  often  have  multiyear  contracts  that 
insulate  them  to  a  degree  from  the  business  cycle.  At  the  start 
of  the  first  quarter  many  have  sales  or  commitments  in  hand 
that  will  deliver  90%  of  the  year's  total  volume. 

A  company  usually  has  to  have  a  market  capitalization 
between  $250  million  and  $1.5  billion  to  be  added  to  the  New 


Horizons  portfolio.  But  if  it's  a  winner,  it  can  stay  afte 
ating  past  the  upper  mark.  That  was  a  lesson  learned 
the  tenure  of  Laporte's  predecessors.  In  1970  the  fu| 
chased  shares  of  Wal-Mart  Stores  after  its  initial  publj 
ing  and  then  sold  them  in  1983  when  the  chain  got  a  [ 
big.  "Had  we  held  on  to  our  shares,  that  stock  would) 
worth  more  than  the  rest  of  the  portfolio,"  Laporte  s<< 
At  the  moment  the  fund's  largest  holding  is  i 
higher-ed  company  Apollo  Group  (market  cap:  $12  bU 
New  Horizons  was  given  to  hair-trigger  investing,  i| 
have  unloaded  this  position,  given  the  recent  turmoi 
for-profit  schooling  business.  In  for  the  long  haul,  1 
says  he  can  shrug  off  any  minor  regulatory  settle^ 
though  enrollment  growth  is  slowing  "from  a  high  ri 
still-high  rate." 


ADVISORY  BOARD 

A  classic  Laporte  company,  this  one  consults  with  2,34 
pitals,  HMOs  and  pharmaceutical  companies,  giving  adl 
how  to  run  their  businesses  and  how  not  to  run  afoul 
and  provoke  lawsuits.  Laporte  likes  its  steady  doubl 
earnings  and  revenue  increases  enough  to  forgive  iti 
price  (41  times  trailing  earnings). 

CORPORATE  EXECUTIVE  BOARD 

This  consulting  business  advises  executives  and  board 
bers  about  how  to  best  comply  with  a  tangle  of  new  lav 
Sarbanes-Oxley,  whose  snares  can  ruin  careers  and  busi] 
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ed  by  its  explosive  financial  perfor 
ling,  as  with  the  Advisory  Board,  a  free  cash  flow  (net 
le  plus  depreciation  and  amortization,  less  working  capi- 
eds  and  capital  expenditures)  almost  double  the  net 
le  figure.  Swallow  hard:  This  one  costs  50  times  earnings. 


rSET  RESEARCH  SYSTEMS 

IS  magazine  is  an  avid  buyer  from  this  outfit,  which  main- 
200  databases  that  focus  primarily  on  stocks  and  public 
anies.  In  many  cases  FactSet  is  the  middleman,  buying 
ics  gathered  by  other  private  research  and  consulting  firms. 
)ducts  are  ubiquitous  on  Wall  Street. 


<  HENRY  &  ASSOCIATES 

guys  build  the  software  that  small  banks  and  credit  unions 
process  ATM  and  debit-card  transactions.  Laporte  says 


Jack  Henry's  customers  are  trapped:  "They're  almost  prevented 
from  going  to  someone  else  because  they're  so  tied  to  the  system 

they  already  have. 


HYDRIL 

Hydril  sells  parts  and  supplies  for  deep-sea  oil-drilling  rigs  and 
is,  says  Laporte,  "in  its  cyclical  sweet  spot  right  now."  Usually 
Laporte  stays  away  from  cyclical  stocks,  but  he's  made  an  excep- 
tion here.  He's  sure  high  oil  prices  will  continue  well  into  the 
future,  thus  enticing  drillers  to  scour  the  oceans  for  new  finds. 
Hydril's  pretax  margin  is  consistently  over  20%. 

KR0N0S 

For  a  quarter-century  Kronos  has  never  had  a  year  where  rev- 
enues have  fallen.  Named  after  the  ancient  Greek  god  of  time,  the 
company  sells  punch-in  clocks  and  scheduling,  payroll  and  per- 


I  save  my  company  hard-earned  dollars  by  managing  expenses. 
I  save  more  by  enforcing  the  use  of  preferred  vendors. 
I  save  time  by  consolidating  payments  on  the  Card. 

I  save  in  ways  I  never  expected. 


Save  in  more  ways  and  take  greater  control  of  company  spending. 
The  American  Express"  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 

CALL  877-AXP-2892  OR  VISIT  CORRAMERICANEXPRESS.COM/MIDSIZE 
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Taking  greater  control  of  company  spending, 
merican  Express"  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 
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sonnel  software  to  small  and  medium-size  businesses.  As  most 
of  their  customers  are  small,  notes  Laporte,  "They've  been 
below  the  radar  screen  in  terms  of  competition."  Laporte  says 
that  Kronos  is  now  starting  to  sign  larger  clients,  which  will 
bring  it  into  competition  with  companies  like  Oracle  (which 
recently  purchased  PeopleSoft  and  Siebel  Systems). 


MOBILE  MINI 

This  company  buys  old  shipping  containers  and  converts 
them  into  storage  sheds,  then  rents  them  out  to  construc- 
tion sites  and  retailers  like  Wal-Mart.  Each  of  the  100,000 
storage  units  goes  for  $100  a  month  and  up.  The  company 
slumped  a  bit  in  2002  and  2003  amid  a  pullback  in  nonresi- 
dential construction,  which  supplies  Mobile  Mini  with  most 
of  its  profits.  Laporte  expects  earnings  growth  of  20%  per 
annum  for  the  next  five  years. 


NAVIGANT  CONSULTING 

This  firm  provides  expert  witnesses  and  disclosure  advice  to 
clients  who  are  facing  a  lawsuit.  Competition  has  blessedly 
diminished  here:  The  accounting  firms  with  consulting  arms 
used  to  mine  the  same  area  but,  amid  cries  of  conflict  of 
interest,  have  shifted  back  to  their  core  auditing  businesses. 


PANERA  BREAD 

Au  Bon  Pain,  once  a  favorite  stock  of  Fidelity's  Peter  Lynch, 
never  took  wing.  Panera  Bread  is  Au  Bon  Pain's  breakaway 
brother  that  Laporte  believes  will 
succeed  where  its  sibling  stumbled. 
"They've  gotten  a  leg  up  on  the 
quick-service  restaurants  by  offering 
higher-quality  products,  but  they're 
still  fast  food,"  Laporte  says.  Panera 
has  800  locations,  two-thirds  of  them 
franchises.  It  seems  that  Ronald 
Shaich,  Panera's  chief  executive  and 
once  Au  Bon  Pain's  chief,  has  learned 
from  his  earlier  mistakes. 


sive."  Laporte  believes  that  the  market  for  these  products  will 
grow  at  20%  a  year  for  the  next  five  years. 


RESOURCES  CONNECTION 

Another  firm  making  money  off  the  Sarbanes-Oxley 
boondoggle. 

TALX 

This  one  maintains  a  database  of  workers  and  their  salaries 
that  prospective  employers  and  lenders  can  use  to  verify  infor- 
mation on  applications.  Not  even  credit-rating  companies  like 
Equifax  or  TransUnion  can  match  the  size  of  Talx's  database. 
That  makes  Laporte  suspect  that  Talx  might  be  a  likely  acqui- 
sition for  one  of  them.  The  gross  margin  hovers  near  60%. 

WASTE  CONNECTIONS 

Laporte  usually  shies  away  from  capital-intensive  companies 
but  likes  this  operator  of  garbage  trucks  and  landfills.  High 
gas  prices  have  tempered  Wall  Street's  enthusiasm  for  the 
company. 

YANKEE  CANDLE 

You  don't  see  a  lot  of  retailers  with  a  close  to  25%  pretax 
margin.  Having  just  about  saturated  the  suburban  malls  of 
this  country,  Yankee  is  disgorging  those  profits  in  the  form 
of  share  buybacks. 


RESMED 

ResMed  makes  products  that  treat 
sleep  apnea,  a  disruption  in  breath- 
ing. One  ResMed  machine  pushes  air 
down  a  person's  windpipe  while  he's 
sleeping.  "I  think  it's  really  under- 
diagnosed," Laporte  says,  "The  num- 
ber of  people  with  sleep  breathing 
problems  who  don't  know  it  is  mas- 


COMPANY  NAME  /  BUSINESS 

PRICE 

52-WK 
HIGH 

MKT CAP 

($BIL) 

 Pit 

LATEST 
12M0S 

5-YR 
AVG 

Advisory  Board  /  health  care  consultants 

$51.54 

$53.91 

$1.0 

41 

31 

Corporate  Executive  Board  /  corp.  governance  consultants 

77.90 

82.42 

3.1 

50 

55 

FactSet  Research  Systems  /  financial  data  software 

35.50 

39.50 

1.7 

25 

26 

Jack  Henry  &  Associates  /  bank  software 

19.30 

21.96 

1.8 

24 

32 

Hydril  /  oil-drilling  equipment 

68.44 

70.66 

1.6 

26 

20 

Kronos  /  human  resources  software 

44.44 

56.12 

1.4 

27 

35 

Mobile  Mini  /  storage  sheds 

43.26 

46.58 

0.6 

22 

26 

Navigant  Consulting  /  legal  consultants 

19.26 

28.27 

1.0 

21 

34 

Panera  Bread  /  restaurant 

50.22 

66.49 

1.6 

33 

43 

ResMed  /  sleep-disorder  equipment 

80.05 

80.25 

2.8 

44 

45 

Resources  Connection  /  corp.  governance  consultants 

29.48 

31.50 

1.4 

27 

31 

Talx  /  worker  background  databases 

32.87 

41.35 

0.7 

32 

53 

Waste  Connections  /  refuse  services 

34.91 

38.35 

1.6 

23 

23 

Yankee  Candle  /  specialty  retail 

24.38 

34.64 

1.1 

14 

19 
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I  give  my  people  the  Corporate  Card. 
I  give  them  a  simple  way  to  manage  expenses  and  earn  rewards. 
I  give  them  the  resources  and  support  they  need. 


I  give  them  the  tools  to  get  things  done. 


Give  your  employees  better  tools  for  their  jobs  and  yours. 
The  American  Express3  Corporate  Card.  Expense  management  solutions  for  mid-size  companies. 

CALL  877-AXP-2892  OR  VISIT  C0RRAMERICANEXPRESS.COM/MIDSIZE 
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product  is  an  exaggeration,"  Lee  acknowledges. 

Still,  it  would  be  a  mistake  to  count  out  Synaptics.  Over  the 
last  12  months  it  has  earned  $38  million  on  sales  of  $208  million, 
good  enough  to  become  number  1 5  on  our  list  of  200  Best  Small 
Companies.  The  Santa  Clara,  Calif,  outfit  has  sold  150  million 
touchpads  since  1995  and  should  sell  50  million  more  over  the 
next  year.  Priced  at  $3  to  $6  each,  the  most  common  .are  the 
mylar-coated  squares  used  to  move  the  cursor  on  a  laptop  com- 
puter. Synaptics  supplies  touchpads  for  55%  of  the  world's  lap- 
tops, serving  all  the  big  players — like  Dell,  HP  and  Acer.  The 
roughly  20%  annual  growth  in  laptops  will  cushion  the  recent 
body  blow.  But  Lee  can't  be  content  with  merely  hanging  on.  He 
has  to  push  Synaptics  to  grow. 

He  figures  revenue  will  drop  10%  over  the  next  year.  To 

Veteran  chipmeister  and  early  Synaptics  leader  Federico  Faggin. 


replace  those  losses,  Synaptics  must  get  better  at  breaking  into 
new  markets — like  music  players,  computer  mice,  keyboards 
and  cell  phones.  Farther  on  its  horizon  are  automotive  dash- 
boards, kitchen  appliances  and  ATMs. 

To  that  end  Lee  is  pushing  his  engineers  to  burrow  their  way 
into  the  companies  they  serve.  Synaptics'  new  Hong  Kong  office 
is  for  that  purpose.  The  idea  is  to  design  and  make  touchpads 
that  fit  anywhere  arid  come  in  any  shape  and  size — with  lights, 
buttons  or  graphics  underneath — as  well  as  to  shrink  the  design 
cycle.  Give  customers  what  they  want,  and  keep  them  from  buy- 
ing a  chip  plus  off-the-shelf  parts  to  wire  together  their  own  pad. 

Synaptics  is  at  its  most  critical  juncture  since  its  first  prod- 
uct was  released.  Even  that  was  a  long  time  coming.  In  1986 
Kevin  Kinsella,  a  venture  capitalist,  spotted  a  neuroscience  paper 
about  the  olfactory  cortex  of  a  rat's  brain.  Intel's  microproces- 
sors were  then  taking  off — and  investors  were  looking  to  knock 
out  Intel  with  a  new  chip,  even  one  as  crazy  as  a  rat  smell  center. 
In  1987  two  of  the  most  eminent  electrical  engineers  in  Silicon 
Valley,  Federico  Faggin  (pronounced,  fa-ZHEEN)  and  Carver 
Mead,  were  recruited  to  create  Synaptics. 


Faggin  is  credited  by  some  for  having  designed  the  first 
microprocessor  at  Intel  in  1971,  even  though  Intel  officially 
gives  that  honor  to  Faggin's  colleague.  Synaptics  keeps  in  a 
drawer  a  stack  of  autographed  Faggin  photos  that  it  sends  out 
to  engineering  fans  who  write  in.  The  surly  native  of  Vicenza, 
Italy  signed  up  his  friend  Mead,  who  has  helped  start  20  com- 
panies, written  an  industry  bible  on  chip  architecture  and  run  a 
famous  lab  at  Caltech. 

Mead  and  Faggin  realized  that  the  rat  model  was  neat  but 
useless.  Real  promise  lay  in  making  cheap  custom  chips,  not  a 
better  microprocessor.  Synaptics  scientist  David  Gillespie  says 
"mushy  and  imprecise"  problems  exist  that  microprocessors 
have  difficulty  solving.  These  are  often  sensory,  like  image  recog- 
nition, odor  detection  and  tactile  feel.  In  the  brain,  neurons  work 
together  over  synapses  to  recognize  a  pattern  and  make  the 
closest  match.  That's  why  we  can  instantly  recognize  a  face  or 
identify  a  flavor.  Computers  stink  at  these  functions. 

An  early  client  commissioned  a  chip  that  would  read  routing 
numbers  on  swiped  checks.  To  do  that,  the  group  set  to  work  on 
a  silicon  retina.  In  1997  Mead  spun  the  retina  off  into  a  company 
called  Foveon,  which  Faggin  runs  today.  Though  Foveon  claims  to 
make  a  superior  chip  for  digital  cameras,  it  has  few  customers. 

Synaptics  initially  moved  toward  its  first  practical  product  in 
1992,  when  Swiss  computer  peripherals  maker  Logitech 
commissioned  a  chip  for  a  touchpad.  Laptops  were  gaining  pop- 
ularity, but  they  featured  trackballs  that  got  grimy  and  were  eas- 
ily lost.  Synaptics'  prototype  pad  had  a  grid  of  electrodes  running 
across  a  board.  A  finger  on  the  pad  changed  the  capacitance  and 
thus  the  voltage  on  certain  grid  lines,  which  revealed  its  coordi- 
nates. As  the  finger  moved,  the  coordinates  changed,  which  drove 
the  cursor.  Mead  played  solitaire  to  test  dragging  and  dropping. 

The  deal  with  Logitech  eventually  fell  apart.  Synaptics  kept 
at  it  and  got  a  lucky  break  from  none  other  than  Apple  in  1994. 
Its  PowerBook  came  out  with  a  touchpad  supplied  by  a  tiny  Salt 
Lake  City  supplier  called  Cirque.  But  Apple  wanted  to  try  an- 
other pad.  It  put  Synaptics  through  the  passes,  scrutinizing  its 
quality  control,  testing  and  manufacturing  capabilities.  Apple 
also  forced  Synaptics  to  take  its  logo  off  its  circuit  boards  and  for- 
bade it  to  discuss  the  relationship  in  public  or  with  other  cus- 
tomers— a  restriction  that  remains  in  effect  even  today. 

Back  then  the  laptop  market  was  taking  off,  and  touchpads 
started  at  $15  apiece.  Synaptics'  future  looked  golden,  until  Logi- 
tech reentered  the  market  a  year  later.  It  started  selling  touchpads 
below  cost — for  around  $6,  compared  with  the  $1 1  that  Synap- 
tics and  Cirque  were  charging  by  then,  Faggin  says.  Bombing 
the  market  is  a  common  practice  by  big  companies  to  displace 
smaller  ones.  To  limit  the  damage,  Faggin  lowered  costs  by  re- 
placing two  chips  with  one.  Logitech  had  some  quality  issues 
and  eventually  dropped  out  of  the  business  entirely  in  1999. 

The  price  war  burned  out  Faggin,  so  he  looked  for  a  successor 
and  found  chip  veteran  Francis  Lee.  Emigrating  to  Sacramento  in 
1968  at  age  16,  after  riots  in  Hong  Kong  threatened  his  father's 
business,  Lee  started  high  school  without  a  word  of  English,  skip- 
ping lunch  for  the  first  few  weeks  until  he  learned  to  point  at  what 
he  wanted.  "My  daughter  tells  me  I  still  don't  talk  correctly,"  he  says. 
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elevate 


what's  next 

What  if  everyone  settled  for  average?  What  if  nobody  raised  the 
bar?  What  if  everyone  decided  to  let  someone  else  figure  it  out? 
At  ConocoPhillips,  we're  not  only  finding  new  sources  of  natural 
gas,  we're  developing  new  technologies  to  solve  the  demanding 
increase  in  global  energy  needs.  By  investing  in  Russia's  oil  and 
natural  gas  reserves,  the  world's  second  largest,  we're  helping 
ensure  global  energy  production  for  decades  to  come.  Turning  "what  ifs" 
into  "what's  next"  is  just  another  way  we  elevate. 


mm 


ConocoPhillips 

elevate 

conocophillips.com 


In  college  he  worked  three  jobs,  including 
j  tomato  picking.  He  graduated  from  L'C 
Davis  with  an  electrical  engineering  de- 
i  gree.  National  Semiconductor  recruited 
j  him  and  gave  him  a  number  of  jobs  ovei 
the  next  20  years,  including  head  of  logiq 
chips  and  of  quality  control. 

Lee  had  misgivings  about  leaving 
National  Semi  to  join  a  12-year-old 
company  still  run  by  its  founder  and  stiL 
private.  But  he  agreed  to  become  chiej 
executive  in  late  1998,  when  Synaptics 
was  doing  $30  million  or  so  in  business! 
He  immediately  cut  its  ties  with  outside 
sales  reps,  hired  a  dedicated  force  and 
reconfigured  the  marketing  group. 

By  the  time  Synaptics  went  public 
in  January  2002,  98%  of  its  revenue 
came  from  laptops.  No  longer.  In  its  las! 
four  quarters  4 1  %  has  come  from  othei 
devices,  mostly  from  music  players. 
That  mix  will  tilt  back  toward  comput- 
ers in  the  next  year  because  of  the  iPod 
fiasco.  Lee  says  that  no  product  irj 
decades  has  sold  like  the  iPod  (6  mil- 
lion in  the  last  quarter),  so  to  build  back 
business  it  will  have  to  rely  on  incre- 
mental gains. 

How  do  you  get  a  lot  of  little  wins? 
Lee  believes  he  can  do  it  with  speed  and 
innovation.  Right  now  it  might  take  12 
to  18  months  for  a  new  customer  to  gel 
a  Synaptics  touchpad  integrated  into  its 
product.  That  means  the  customer  has 
little  flexibility  by  the  time  the  module  is 
ready.  Indeed,  it  is  plausible  that  Apple 
kicked  out  Synaptics  not  only  because 
of  price,  but  also  because  it  wanted  ta 
do  its  own  tinkering.  Lee  knows  that  his 
business  would  go  under  if  he  gave  his 
customers  ultimate  flexibility — which 
would  mean  breaking  apart  his  touch- 
pads  and  selling  them  as  parts.  "We 
don't  want  to  be  selling  screws,"  he  says. 

Lee's  solution  is  to  keep  selling  the 
integrated  touchpad  but  to  make  it 
quickly  and  with  more  customer  specs 
in  mind.  He's  cutting  the  design  cycle  to 
three  months.  The  plan  is  to  make  engi- 
neers work  on  more  projects  at  once  and 
make  modules  that  fit  anywhere,  in  any 
size.  Customers  are  now  given  software 
and  seminars  that  help  them  adapt  the 
touchpads  on  their  end.  And  Lee  is  mov- 
ing more  people  to  Synaptics'  new  Hong 


ong  office,  where  he  hopes  they  can 
i  ork  more  hand-in-hand  with  the  big 
isian  manufacturers  that  invariably 

ump  out  the  products.  "We  have  more 
irojects  than  we  can  handle,"  Lee  says, 
tolution:  Work  faster. 

And  make  sure  the  orders  come  in. 
j/naptics  has  no  control  over  whether  a 
•ew  product  sells  like  the  iPod,  but 
i  has  a  better  chance  of  latching 
In  for  another  ride  if  its  pads 
income  widely  adopted.  In  that 
pn  it  has  just  started  mailing 
:>uchpad  kits  to  industrial  design 
i  rms  so  that  outside  designers  can 
>  lock  up  rubbable  products.  A  simi- 
i  r  process  takes  place  internally  with  a 
jew  group  of  five  who  play  MacGyver  by 
jacking  together  all  sorts  of  touch  gad- 
i;ts.  Marketers  then  take  the  concepts  to 
ustomers  to  get  them  to  try  out  pads  in 
{;u  of  buttons  and  other  input  methods. 
\\  an  encouraging  example,  Samsung  an- 
nounced its  first  phone  with  a  touch 
Jad  scrolling  wheel,  after  seeing 
lie  such  hack.  Logitech,  now 

customer,  has  nifty  new 
hice  and  wireless  keyboards 
jith  Synaptics  scroll  and 
htton  pads. 

To  drum  up  new  ideas,  Lee 
Iso  puts  together  focus  groups.  A 
l^omising  notion:  using  a  clear  pad  on  a 
iptop  with  a  screen  underneath  that 
ivitches  from  being  a  normal  mouse  to 
:  field  of  buttons  that  can  be  used  to  play 
•>ngs  and  movies — like  a  remote  con- 
lol.  That  should  be  out  soon.  A  peek  in- 
ide  Synaptics'  labs  also  reveals  some 
Incy  new  applications.  One  priority  is  a 
iid  that  recognizes  a  pen  in  addition  to 
hgertips.  That  could  break  Synaptics 
j  to  the  market  for  so-called  resistive 
ireens,  like  the  face  of  a  handheld  com- 
pter. Another  big  effort  focuses  on  Chi- 
j:se  cell  phones.  Synaptics'  chief  scien- 
);t,  Shawn  Day,  is  close  to  releasing  a 
hone  finger  touchpad  for  writing  Man- 
|irin  characters — an  easier  way  to  key  in 
I  mobile  text  message  (the  Chinese  send 
I  illions  of  them  every  day). 
I  All  this  frenetic  activity  is  taking  place 
:  the  face  of  renewed  competition  from 
iirque,  which  was  bought  in  2003  by 
ipanese  electronics  giant  Alps.  It  beat 


New  apps  in  old  places:  touchpads  for  the  cell 
phone,  keyboard  and  mouse. 

Synaptics  to  the  first  cell 
phone  design,  in  a  high-end 
Motorola  handset.  And  it's 
climbed  back  to  a  45%  share 
in  notebook  computers.  In 
March  the  two  companies  settled  a 
patent  dispute,  with  Alps  paying  Synap- 
tics $4  million.  Synaptics  says  it  will  go 
after  other  knockoffs — which  analysts 
have  noticed  in  Taiwan — and  push  Alps' 
market  share  down  where  it  can  by  of- 
fering the  Dells  of  the  world  more  flexi- 
bility and  customization. 

Ironically,  perhaps,  the  most 
intriguing  possibility  for  renewed 
growth  is  for  Synaptics  to  get  back 
inside  the  iPod.  "I  never  told  you  that 
I'm  not  working  on  Apple  stuff,"  Lee 
says.  Cryptically  he  adds:  "We're  not  in 
the  Nano.  But  I'm  not  saying  we  will 
never  be  in  the  Nano."  In  addition  to 
Apple's  difficulties  with  its  own  laptop 
touchpads,  it  also  may  have  a  moisture 
problem  with  its  Nano  scroll  wheel. 
That,  Microsoft  executive  James  Allchin 
says  on  a  blog,  seems  to  be  why  his 
Nano  broke  after  a  day.  Synaptics  prides 
itself  on  controlling  that  problem. 

Still,  Lee  isn't  hanging  by  the  phone 
for  Steve  Jobs  to  call.  "Rest  assured,"  he 
says.  "We  are  not  sitting  here  crying."  F 
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Jjl  Starting 
%f  charitable 


foundation. 


Managing  her 
new  business. 


^'  Saving  for 
I    second  home. 


You  and  your  financial  needs  are 
unique.  Raymond  James  financial 
advisors  understand  that.  In  addition 
to  one  of  the  most  comprehensive 
ranges  of  financial  services  anywhere, 
they  have  complete  freedom  to  offer 
unbiased  advice  that's  right  for  you. 
That's  a  promise  from  one  of  the  first 
firms  to  focus  on  individual  financial 
planning.  And  it's  why  some  of  the  best 
advisors  have  chosen  to  work  with  us. 
There's  a  culture  of  independence  here. 
One  that's  focused  on  the  individual. 
One  that  works. 


RAYMOND  JAMES 

Individual  solutions 
from  independent  advisors™ 


raymondjames.com 


Your  Big  Best 
Friend 


Tiny  companies  can  get  a  great  jump  from 

until  it  gallops  off  |  By  Kurt  Badenhausen 


FOOKSMART  WAS  BASK- 
ing  in  bright  success  in  the  summer  of 
2003.  Revenue  for  the  Internet  search 
service  had  increased  50%  annually 
since  1999.  Operating  income  was 
poised  to  double  from  the  previous 
year.  Its  share  price,  after  being  pum- 
meled  in  the  tech  implosion,  had 
tripled  over  the  previous  12  months. 
The  company  was  thriving  despite 
competition  from  Google  and  Yahoo. 
Then,  suddenly,  came  the  eclipse. 
Microsoft,  which  accounted  for  70%  of 
the  company's  revenue,  decided  not  to 
renew  its  license  for  LookSmart's  Web 
directory.  The  stock  fell  52%  the  day 
after  the  announcement. 

The  company  hasn't  recovered 
since.  Soon  after  the  debacle  the  com- 
pany reduced  head  count  by  70%. 
David  Hills,  a  former  executive  at  24/7 
Real  Media,  came  aboard  as  chief  exec- 
utive and  canned  senior  managers.  He 
has  launched  a  variety  of  search  desti- 
nations for  specialized  audiences  in  the 
hopes  of  diversifying  LookSmart's 
business  and,  says  Hills,  providing 
users  with  only  what  is  "essential  and 
not  what  is  exhaustive"  when  it  comes 
to  search  capabilities.  He  vows  never  to 
let  one  customer  make  up  70%  of  rev- 
enues again.  Still,  revenues  are  down 
58%  since  2003,  and  the  company 
hasn't  had  a  profitable  quarter  since  the 
Microsoft  deal  died.  A  reverse  stock 
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split  is  planned  for  the  pathetic  80-cent  shares. 

Such  are  the  promises — and  perils — of  relying  too  much 
on  one  or  two  large  customers.  It's  hard  for. a  startup  to  say 
no  to  a  big  deal  from  a  big  company:  Isn't  that  how  Microsoft 
got  where  it  is,  agreeing  to  be  a  supplier  to  IBM?  The 
Microsoft  contract  helped  lift  LookSmart's  revenue  from  $9 
million  in  1998  to  $135  million  in  2003.  (Ninety-seven  com- 
panies from  our  list  of  the  200  Best  derive  10%  or  more  of 
their  sales  from  just  one  customer,  reports  Standard  & 
Poor's.)  But  the  downside  can  be  steep  and  nasty  if  that  cus- 
tomer walks  away  {see  p.  177) — or  asks  for  a  price  cut  or  gets 
caught  up  in  a  scandal. 

General  Communication  (GCl),  a  $429  million  (sales)  tele- 
com in  Anchorage,  Alaska,  found  itself  tarred  by  the  World- 
Com contretemps  back  in  June  2002.  The  fallen  giant 
accounted  for  18%  of  GCl's  sales.  Not  a  huge  proportion  but 
enough  to  set  investors — concerned  about  customer  defec- 
tions and  the  little  telecom's  ability  to  collect  on  WorldCom 
receivables — on  edge.  They  beat  down  GCl's  share  price  by 
68%  over  two  months.  Their  fears  proved  groundless;  there 
were  no  mass  defections,  and  WorldCom  settled  its  $12.9  mil- 
lion liability  with  GCI  for  $12  million.  Since  2002,  operating 


Tiny  companies  can  certainly  be  more  opportunistic  ir 
such  situations.  "To  be  a  Wal-Mart  supplier  is  a  badge  o 
honor,"  says  Robert  Lamb,  a  management  professor  at  Nev 
York  University's  Stern  School  of  Business.  Small  suppliers 
he  thinks",  should  milk  that  relationship  to  bring  in  nev( 
business. 

Cherokee,  a  $40  million  (last  12  months  of  sales)  appare 
licensor  and  Best  Small  Company,  has  become  a  proficien 
milker.  Last  year  Target  represented  51%  of  sales  at  Cheroke 
(number  130  on  our  list),  down  from  75%  in  1997.  The  licen 
sor  has  used  that  connection  to  sign  deals  with  other  retailers! 
like  Tesco  and  Zeller's.  And  if  Target  ever  dropped  it?  "I'm  sure 
Wal-Mart,  J.C.  Penney  and  others  would  be  interested  in  pick- 
ing up  the  Cherokee  brand  and  trying  to  drive  Target  customers 
to  their  stores,"  says  Russell  Riopelle,  Cherokee's  chief  financia 
officer. 

That  may  be  a  stretch.  But  the  right  hookup  with  a  largei 
partner  can  be  a  real  boon.  SurModics,  a  $60  million  (sales! 
biomedical  outfit,  has  reaped  huge  benefits  by  providing  coat- 
ing technology  for  a  drug-eluting  stent  made  by  Cordis,  a 
Johnson  &  Johnson  unit.  Its  30%  average  annual  growth  ove| 
the  last  five  years  is  directly  attributable  to  its  ties  with  Cordisi 


companies  from  our  list  of  the  200  Best  derive  10% 
of  their  sales  from  just        customer.  | 


income  has  risen  37%  and  the  stock  has  more  than  tripled. 

Not  everyone  can  recover  as  easily.  In  August  Overland 
Storage,  a  $236  million  (sales)  manufacturer  of  data  storage 
products,  announced  that  Hewlett-Packard  was  ditching  it 
for  another  supplier  of  tape  libraries.  There  went  50%  of  its 
business;  its  shares  fell  20%  on  the  news.  Never  mind  that 
Chief  Executive  Christopher  Calisi  had  been  building  differ- 
ent parts  of  the  business  since  he  came  aboard  four  years  ago, 
when  80%  of  revenues  came  from  HP.  The  company  has 
focused  on  products  to  which  it  can  apply  its  own  brand,  a 
business  where  the  gross  margin  is  twice  that  of  its  faceless- 
supplier  role  with  HP.  But  Overland  is  still  weak.  Larger  rival 
Advanced  Digital  Information  has  picked  up  9%  of  Over- 
land's  shares.  To  counter  the  uninvited  overture,  Overland 
implemented  a  poison-pill  plan  a  week  after  Advanced  Digi- 
tal's announcement. 

A  love  hug  from  a  big  retailer  can  turn  into  a  python's 
squeeze  as  it  exercises  leverage  over  smaller  suppliers.  In  a  clas- 
sic case  Vlasic  Foods  International  had  a  big  piece  of  business 
with  Wal-Mart.  But  in  the  late  1990s  Wal-Mart  started  pricing 
a  gallon  of  Vlasic  pickles  for  under  $3,  less  than  what  other 
stores  charged  for  a  quart.  Result:  People  stopped  shopping 
for  pickles  elsewhere.  Vlasic's  profit  margins  all  but  disap- 
peared. So,  nearly,  did  Vlasic  after  it  filed  for  Chapter  1 1  in 
2001;  its  debt  burden  didn't  help.  (Now  owned  by  privately 
held  Pinnacle  Foods,  Vlasic  is  still  a  Wal-Mart  supplier  today.) 


good  enough  to  become  number  24  on  our  list. 

Of  course,  if  any  problems  with  Cordis  stents  came  to  light! 
SurModics  would  suffer.  That  is  a  concern  to  William  Frels 
who  manages  the  Mairs  &  Power  Growth  Fund,  SurModics 
largest  shareholder,  with  4%.  But  he  likes  the  idea  that  Sur- 
Modics has  a  couple  of  potential  blockbuster  polymers,  usee 
in  conjunction  with  drugs  for  the  treatment  of  macular  degen- 
eration and  diabetes,  in  development — and  the  fact  that  its 
stock  is  up  42%  in  the  last  two  years. 

Some  small  outfits  just  can't  win.  Ditech  Communications] 
whose  systems  improve  the  clarity  of  phone  conversations, 
once  derived  47%  of  its  sales  from  Qwest  Communications! 
After  the  Baby  Bell  severely  cut  its  capital  spending,  Ditech's 
revenues  plunged  from  $122  million  to  $27  million  in  a  yean 
The  little  company  beat  its  way  back,  largely  on  new  business 
from  Verizon  Wireless  and  Nextel  Communications.  But  evej 
since  Sprint  announced  its  merger  with  Nextel,  Ditech  has 
been  expecting  to  lose  37%  of  its  revenue;  its  stock  has  plunged 
70%  over  the  past  year.  A  consultant  to  the  company  says  thai 
Ditech  is  hopeful  that  the  combined  Sprint-Nextel  will  return 
as  a  customer  sometime  in  2006.  Cold  comfort  in  the  mean- 
time. Ditech  is  now  almost  entirely  dependent  on  Verizon, 
which  accounts  for  80%  of  its  revenues.  P 


Turn  the  page  for  a  gatefold  on  the  Top  10  of  the  200  Best  ► 


184     FORBES-  October  31,  2005 


WE  KNOW  BUSINESS  FUNDAMENTALS. 

AND  WE  KNOW  WHAT  MAKES  EACH  BUSINESS 


5        On  the  surface,  a  business  is  a  business, 
no  matter  what  size  or  industry. 
You  develop  a  product  or  a  service. 
You  market  it. 
You  distribute  it. 
You  sell  it. 

And  in  between,  you  strive  to  do  the  whole  process  more 
.  efficiently  and  profitably  than  your  competitors. 

It's  not  rocket  science.  In  fact,  it's  pretty  simple — 
until  you  factor  in  the  not-so-simple  things  that  make 
doing  business  in  your  industry  so  complex. 
These  are  the  things  that  keep  you  up  at  night. 
These  are  the  things  that  can  mean  the  difference 
between  success  and  failure. 


Individual  solutions  for  individual  industries.  As  a  leader  in  business  solutions,  SAP  understands  that 
your  industry  is  like  no  other.  And  we  have  the  experience  to  prove  it  — software  that's  specifically  geared  to  the 
nuances  of  your  business  —  software  that's  grounded  in  our  years  of  working  with  the  world's  best-run  businesses 
in  your  industry. 

Small,  medium  and  large  companies  run  SAP.  While  many  SAP  customers  are  in  the  Fortune  500, 
thousands  of  midmarket  leaders  -  icons  like  The  North  Face,  Oakley  and  Montblanc    run  SAP.  And  so  do 
companies  that  may  not  be  on  the  tip  of  your  tongue,  like  YAK  PAK  and  Crestron  Electronics. 


We  also  have  a  network  of  qualified  channel  partners,  so  you  can  be  sure  you're  getting  the  best  solution  for 
your  needs  and  the  best  service  for  your  investment. 
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The  Top  10 

What  it  takes  to  rise  above  the  masses,  ■  By  Lesley  Kump  and  Jack 


IF  YOU'RE  LOOKING  FOR  A  LIST  OF  THE  HOTTEST  SENSATIONS 
of  the  moment — you've  come  to  the  wrong  place.  Our  list  of 
the  200  Best  Small  Companies  doesn't  do  flashes  in  the  pan.  It 
does,  however,  feature  solid  and  consistent  hitters  that  have 
performed  well  when  measured  over  the  last  12  months  and 
the  past  five  years,  and  are  poised  for  another  growth  spurt. 

Look,  for  example,  at  the  16  oil  and  gas  companies  this  year. 
Eight  of  them  have  rigs  in  the  Gulf  of  Mexico  and  may  en- 
counter a  whack  to  operations  in  the  third  and  fourth  quarters. 
But  as  a  group  they  should  continue  to  show  healthy  balance 
sheets  and,  thanks  to  high  energy  prices,  strong  future  cash  flow. 

With  consumer  spending  holding  reasonably  well,  retail  and 
apparel  are  still  strong  categories,  represented  by  14  companies. 
But  not  just  any  entries  that,  say,  expand  via  new  units.  We  look 
for  ones  with  sustained  growth,  like  Hibbett  Sporting  Goods 
(number  74),  whose  same-store  sales  growth  hit  6%  last  year. 

The  list  is  dominated  by  health  and  medical  companies, 
40  in  all.  They  range  from  Cytyc  (number  40),  which  develops 
tests  for  cervical  and  breast  cancer  screening,  to  newcomer 
Bentley  Pharmaceuticals  (number  76),  a  generic-drug  maker. 

Strong  growth  is  not  enough  to  make  the  list.  A  hint  of 
trouble  can  banish  a  seemingly  promising  candidate.  First 
Marblehead,  which  services  student  loans,  looked  great  on 
paper.  But  its  reliance  on  gain-on-sale  accounting — perfectly 
legal — can  distort  results  by  booking  revenue  long  before  the 
cash  comes  in.  (Separately,  its  chief  executive  resigned  in  late 
September  after  allegedly  violating  the  company's  gift  policy.) 

Fifteen  companies  grew  off  the  list  this  year.  Among  them: 
Fair  Isaac,  which  helps  businesses  analyze  customers.  An  1 1  - 
year  veteran  of  the  200  Best,  the  company  moves  on  after 
racking  up  $786  million  in  sales  over  the  last  12  months.  Our 
members  have  revenue  between  $5  million  and  $750  million. 
Net  profit  margins  must  be  greater  than  5%,  and  share  prices 
above  $5  as  of  Sept.  29.  We  still  exclude  financial  institutions, 
utilities  and  REITs.  A  tip  of  the  green  visor  to  William  O'Neil 
&  Co.  in  Los  Angeles,  which  helped  crunch  the  numbers. 


Hansen 
Natural 


Once  a  staid  maker  of  fruit  juices  a 
sodas,  the  company  unleashed  a  beast  in  2002  w 
Monster  Energy,  a  caffeine-loaded  drink  aimed  al 
and  thirtysomething  males.  Over  the  past  12  mont 
have  jumped  81%  to  $248  million— nearly  three-q 
of  that  from  energy  drinks.  Chief  Executive  Rodne 
is  now  after  a  bigger  audience,  with  the  more  flav 
Monster  Energy  Assault,  targeted  at  Little  League 
Khaos,  which  contains  70%  juice,  aimed  at  more  I 
back  working  stiffs  and  stay-at-home  moms. 


IE 
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Cognizant 
chnology  Solutions 

ness  is  e-business:  helping  companies  migrate  from  paper  trails  to 
nic  statements  via  the  Web.  Cognizant  was  an  early  outsourcer, 
ot  of  its  staff  in  India.  With  a  ten-quarter  hot  streak  of  sequential 
;s  growth  and  a  55%  surge  in  sales  over  the  last  12  months  to  $721 
the  company  will  undoubtedly  grow  too  big  for  our  list  next  year. 


4 Remington 
Oil  &  Gas 
A  DaMas-style  family  feud  almost 
"dry-holed"  this  outfit  after  its  founder,  Cloyce  Box, 
died  in  1993.  Current  chief  executive,  James  Watt, 
negotiated  the  family's  buyout,  brought  in  new 
management,  restructured  capital,  paid  off  debt 
and  dealt  with  potentially  ruinous  litigation  expo- 
sure. Today  it  operates  40-plus  oil  and  gas  fields  in 
the  Gulf  of  Mexico,  which  were  minimally  impaired 
by  Hurricane  Katrina;  Rita  damaged  two  rigs. 


r  f 11 


Travelzoo 

Who  would  believe  you  could  make 
g  Internet  business  by  directing  travelers  to 
%  agents?  Travelzoo's  average  annual  sales  and 
;s  per  share  have  jumped  75%  and  82%,  respec- 
iver  the  last  five  years.  A  few  bumps  along  the 
;ar-to-date  its  share  price  has  dropped  by  three- 
's, impacted  by  concerns  over  the  dilutive 
)f  a  secondary  offering 
ireasing  costs 
ited  with  new 
iber  acquisitions, 
as  expansion  into 


rim 


YOU  KNOW  YOUR  BUSINESS. 

YOU  KNOW  WHERE  YOU  WANT  TO  TAKE  IT. 

YOU  KNOW  HOW  YOU  WANT  TO  RUN  IT. 


THE  QUESTION  IS,  WHAT  DO  WE  KNOW? 


SMALL  COMPANIES 


SALES 

NET 
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RECENT 
PRICE 

p  F  j  MARKET 
'    i  VALUE* 

Latest 

Latest 

l2roos 

l2mos 

2006 

($m») 

($mil) 

($) 

est  j  ($m8) 

< 

cc 
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COMPANY  (consecutive  years  on  list) 
business 


Hansen  Natural  (2) 

distributes  soft  drinks  &  juices 

Cognizant  Technology  Solutions  (4) 

provides  information  technology  software  &  services 

Travelzoo 

operates  Internet-based  travel  search  engine 


16 


Remington  Oil  &  Gas 

explores  &  develops  oil  &  gas  reserves 

Usana  Health  Sciences  (2) 

manufactures  &  markets  skin-care  &  nutritional  products 

Forward  Industries 

designs  carrying  cases  for  handheld  consumer  electronics 


Laserscope 

designs  &  produces  medical  laser  systems 

Ceradyne  (3) 

develops  industrial  ceramic  products 

American  Healthways  (2) 

provides  specialized  care  &  disease  management  services 

Middleby  (2) 

manufactures  food-service  equipment 

Quality  Systems  (5) 

develops  health  care  information  systems 

Amedisys  (2) 

provides  home  nursing  services 


19 


10 


20 
25 
100 


RETURN 

ON 
EQUITY 

5-year 


GROWTH 

SALES  EPS 

5-year  5-year 

average  average 

%  % 


18  1,012 
33  6,251 


OMI 

transports  crude  oil  &  petroleum  products 

St  Mary  Land  &  Exploration  (2) 

explores  &  produces  natural  gas  &  crude  oil 

Synaptics  (2) 

develops  interface  solutions  for  notebook  computers 

Resources  Connection2  (4) 

provides  accounting  &.  human  resources  services 

Dialysis  Corporation  of  America 

provides  kidney  dialysis  services 

Encore  Acquisition 

develops  natural  gas  &  oil  reserves 

United  Panam  Financial 

supplies  subprime  automobile  financing 

Shuffle  Master  (7) 

makes  automatic  card  shufflers  &  table  games 

Biosite  (3) 

provides  rapid  medical  diagnostic  tests 

Websense 

provides  efficiency  auditing  software  for  computer  systems 

K-Swiss  (4) 

designs  &  markets  athletic  footwear  &  apparel 

SurModics  (6) 

provides  coating  solutions  for  medical  products 

Berry  Petroleum  (2) 

explores  for  oil  &  gas 

Diodes  (2) 

manufactures  &  distributes  semiconductors 

Cal  Dive  International  (2) 

provides  subsea  construction  &  support  services  for  oil  &.  gas  companies 


Not  on  last  year's  list.  '  Recent  trend  up  versus  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 

DIRECTIONAL  INDICATORS  We  have  inserted  arrows  to  the  immediate  right  of  some  numbers.  If  an  up  arrow  appears  next  to  a  company's  five-year  average 
ROE,  for  example,  it  means  that  over  the  latest  four  quarters  its  return  on  equity  was  more  than  10%  higher  than  its  five-year  average.  A  down  arrow  means 
the  opposite.  The  arrows  are  intended  to  make  it  easier  for  you  to  flag  companies  with  significant  differences  between  their  long-term  and  short-term  results. 


For  more  information,  go  to 


■ 


Usana 
Health 
Sciences 

Microbiologist  Myron 


Wentz  sold  out  of  a  viral-diagnostic 
company  he  founded  and  started  Usana, 
a  vitamin  and  supplement  multilevel 
marketer.  His  giant  sales  force— 125,000 
agents  worldwide— tries  to  get  customers 
for  life,  peddling  vitamins  for  kids  13 
months  to  12  years  old,  supplements  to 
teens  and  adults,  young  and  old.  Wentz 
also  sells  skin  and  hair  products,  as  well 
as  books  and  tapes.  Over  the  last  12 
months  sales  have  surged  25%. 


Forward 
Industrie 


protectors.  Forward  makes 
carrying  cases  for  Razr,  the 
new  ultrapopular,  ultrathin 
cell  phone  from  Motorola, 
which  accounted  for  nearly 
half  the  company's  third- 
quarter  sales.  The  $39  million 
(12-month  sales)  manufacturer 
also  does  a  brisk  business 
selling  cases  for  blood-glucose 
monitoring  kits  used  by  dia- 
betics, shipping  9  million 
units  last  year. 


With  the  depressingly  high  number  of  roadside  explosions  and  car  bombs  in  Iraq  and  Afghanistan,  this  diversi- 
imics  maker  pulled  in  53%  of  its  January-to-June  sales  from  military  customers,  much  of  that  in  body-armor  sales, 
renue  was  up  120%  over  the  most  recent  12  months.  Some  of  that  business  has  come  from  overseas— from  China,  India 
tern  Europe,  as  well  as  from  Germany,  where  Ceradyne  acquired  ESK  Ceramics  for  $142  million. 

American 
Healthways 

This  $297  million  (12-month  sales)  outfit  helps 
!3  keep  health  care  costs  under  control  by  trimming 
ncy  hospital  visits.  The  company  provides  services  for  21 
conditions,  offering  remote  monitoring  for  heart  patients 
as  phone  calls  by  nurses  to  people  suffering  from  condi- 
ich  as  asthma  and  depression.  It  also  reminds  diabetics  to 
or  swollen  feet.  Membership  has  grown  above  2  million 
as  American  Healthways  adds  new  services,  like  its 
smoking-cesewition  program. 


Good  customer  relations 


and  contracts  from  deep-pocketed  customers  like 
McDonald's,  KFC  and  Papa  John's  helped  pull  the  com- 
mercial-kitchen-equipment maker  out  of  the  fire  after 
negative  earnings  in  1998.  Result:  Earnings  have  risen 
19%  to  $30  million  over  the  last  12  months,  sales  17% 
to  $295  million.  Its  hottest  new  product  is  the  energy- 
efficient  WOW  pizza  oven. 
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c  What  can  SAP  do  for  your  company?  We  can  give  you  flexible  solutions  to  help  you  be  successful  in  an 

c  ever-changing  market.  Solutions  that  let  you  create  innovative  business  processes  that  will  keep  you  ahead  of  • 

'  the  competition.  We  know  you  don't  want  to  buy  more  than  you  need.  So  we  have  modular  solutions  that 

'<■         enable  vou  to  tackle  a  problem  with  precision  and  within  budget. 
\ 

We  recognize  you  want  a  system  that  will  work  with  what  you  already  have.  So  we  have  an  open  platform 
1         that  lets  you  leverage  your  existing  investments  and  keeps  your  options  open  for  the  future.  SAP  has  33  years 
•  of  experience  partnering  with  some  of  the  world's  most  successful  companies.  Visit  sap.com/unique  or 
call  800  880  1727  to  see  how  we've  helped  them  deliver  results  and  how  we  can  help  you  do  the  same. 


THE  BEST-RUN  BUSINESSES  RUN  SAP 


)  2005  A.G.  Edwards  &  Sons,  Inc.  Member  SIPC 


DON'T  LET  YOUR  NEST  EGG  GET  AWAY  FROM  YOU.  With  so  many 
complicated  factors  to  consider,  it's  easy  to  allow  your  nest  egg  to  wander  off  in  the  wrong  direction. 
That's  why  you  need  the  kind  of  solid,  objective  advice  our  financial  consultants  provide.  For  118  years,  it's 
been  the  best  way  to  keep  you  and  your  nest  egg  together.  Visit  agedwards.com  or  call  866-379-4243. 


A.G.EDWARDS. 

FULLY  INVESTED  IN  OUR  CLIENTS,. 


SMALL  COMPANIES 


COMPANY  (consecutive  years  on  list) 
business 


RETURN 

ON 
EQUITY 

5-year 
average 
% 


GROWTH 

SALES  EPS 

5-year  5-year 

average  average 

%  % 


Latest  Latest 
l2mos  12  mas 
($mil)  ($mil) 


2006 

($)        est  ($mil) 


Panera  Bread  (3) 

operates  bakery-cafe  chain  throughout  the  country 
Talx  (4) 

supplies  automated  employment  &  income  verification 

Corporate  Executive  Board  (4) 

provides  corporate  consulting  &  educational  services 

Computer  Programs  &  Systems 

designs  &  supports  IT  systems  for  hospitals 


14 


34 


47 


10 


17 


43 
30 


53 
33 


562 
169 
319 


47.0 
22.3 
66.6 


Advisory  Board  (2) 

provides  business  strategies  for  health  care  industry 

General  Maritime 

ships  crude  oil  throughout  Atlantic  basin 

Scientific  Games 

provides  technology  &  services  to  state  lotteries 


41  15 

53U  22 


170  99 
440  147 


11.5 
25.5 


HO       50O       580      687  297.0 


50.22 
32.87 
77.90 
34.23 
51.54 
36.86 


25  1,555 
22  694 
38  3,108 
363 
985 


23 
33 


9  1,425 


140       250       90U      744      89.8     29.53     22  2,647 


Royal  Gold 

acquires  &  manages  precious-metals  royalties 


19 


31 


42 


24 


Argon  ST 

develops  sensor  systems  &  communications-intelligence  software 

Comtech  Telecommunications  (2) 

develops  advanced  communications  solutions 


24U      720      220  228 


11 


29 


39 


269 


Labarge 

designs  &  manufactures  high-performance  electronics 


15 


FLIP.  Systems  (2) 

produces  thermal  imaging  systems  to  enhance  night  vision 


17 


Cytyc(3) 

develops  tests  for  cervical  &  breast  cancer  screenings 


19 


llO  60O  178 
494 
452 


24 


30 


28 


28 


10.2 
18.8 
32.4 
10.5 
80.2 
104.1 


27.61 
29.53 
40.73 
12.85 
29.88 
27.16 


48  581 

23  589 

26  885 

16  193 


21  2,079 
23  3,048 


Multi-Color 

supplies  label  solutions  &  packaging  services 

ITT  Educational  Services 

provides  postsecondary-degree  programs 

Reliv  International 

develops  &  markets  nutritional  products 

Jos  A  Bank  Clothiers 

designs  &  retails  men's  apparel 
Unit  (2) 

explores  for  oil  &  gas 


22 


23 


22 


158 


8.8     25.50  15 


167 


42 


15 


36 


250  13 


654      95.7     48.82     18  2,258 
68U     107       6.6      8.91     16  138 


19 


15 


12 


25 


45 
17 


389  26.0 


Natural  Gas  Services  Group 

provides  equipment  to  oil  &  natural  gas  industries 


Strayer  Education  (8) 

owns  &  operates  universities  with  32  eastern  campuses 


100*  24 


665  124.9 
450       51U       32  3.1 
18 


202  45.0 


Brown  &  Brown  (2) 

markets  &  sells  property  &  casualty  insurance 


23 


25 


350      722  140.4 


43.34 
55.90 
32.82 
93.63 
49.77 


17  591 
12  2,564 
NA  233 


24  1,347 
20  3,441 


Southwestern  Energy 

explores  for  &  produces  natural  gas 


16 


Psychiatric  Solutions 

provides  behavioral  health  care  services 


ResMed  (9) 

produces  medical  equipment  for  treatment  of  sleep-disordered  breathing 


21 


31 


60      30O      554  115.0 
549 
393 


103  )  360 


23 


27.9 
68.2 


74.35 
53.80 
40.03 


30  5,467 


25  1,178 
32  2,817 


Hydril 

manufactures  products  for  petroleum  drilling  &  production 

FactSet  Research  Systems  (9) 

supplies  computer-based  financial  &  economic  data 

Netgear 

develops  networking  products  for  small  businesses 


14 


90       370      335  60.6 


29 


16 


23 


23 


90 


298  68.5 
423  30.4 


68.44 
35.50 
25.00 


20  1,609 
24  1,699 

21  816 


SFBC  International  (4) 

conducts  clinical  trials  for  drug  companies 


10 


790  34 


294      27.6     44.37     19  813 


Whiting  Petroleum 

explores  for  &  acquires  oil  &  natural  gas 

o 
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13 


250      10O      395      97.2     43.60       8  1,299 


s  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 


For  more  information,  go  to  www.forbej 


lilips  Electronics  North  America  Corporation. 


hnology  should  be  as  simple 
the  box  it  comes  in. 

complicated  enough.  Technology  shouldn't  add  to  the  problem.  So  Philips  is 
pitted  to  making  technology  that  makes  sense.  Technology  that's  easy  to  use. 
lology  designed  around  the  way  you  live  and  work.  In  other  words,  technology 
pure  simplicity 

is  on  our  journey  at  www.philips.com/simplicity 


PHILIPS 


sense  and  simplicity 


I  SMALL  COMPANIES 


SALES 
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PRICE 
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COMPANY  (consecutive  years  on  list) 
business 


RETURN 

ON 
EQUITY 

5-year 
average 

% 


GROWTH 


SALES 

5-year 
average 

% 


EPS 

5-year 
average 

% 


57 
58 

Bluegreen  (2) 

operates  vacation  resorts  &  develops  residential  communities 

90 

22 

88U 

656 

46.2 

17.18 

10 

522 

Mentor  (5) 

makes  products  for  aesthetic  &  general  surgery 

25 

15 

18 

496 

71.0 

53.64 

27 

2,314 

59 

American  Vanguard  (3) 

manufactures  specialty  chemicals  for  agriculture 

20 

19 

31 

164 
360 

15.8 
66.5 

18.40 
45.25 

18 

39 

336 
2,889 

1 

Affymetrix 

produces  genetic-analysis  systems 

10  o 

16 

200* 

26 

Bio-Reference  Laboratories  (2) 

provides  clinical  laboratory  testing  services 

19 

19 

83 

151 

8.0 

17.30 

20 

224 

62 

D 

Safenet 

provides  hardware  &  software  information  security  products 

5 

680 

1180 

247 

37.0 

29.70 

16 

742 

63 

American  Medical  Systems  (2) 

manufactures  products  for  pelvic  health 

11 

20 

670 

240 

42.8 

19.94 

25 

1,381 

64 

Carbo  Ceramics  (4) 

manufactures  materials  for  oil  &  gas  drilling 

16 

22 

23 

246 

46.0 

67.57 

27 

1,627 

65 

Ansys  (4) 

develops  engineering  simulation  software 

22 

17 

180 

147 

41.0 

37.51 

27 

1,193 

66 

SS&C  Technologies 

provides  specialized  software  for  financial  services  industry 

13 

120 

63 

120 

23.4 

36.72 

26 

864 

67 

MTC  Technologies  (2) 

provides  IT,  engineering  &  mgmt  services  to  U.S.  defense  agencies 

21 

38 

20 

326 

20.0 

31.33 

19 

494 

68 

Meridian  Bioscience  (3) 

markets  diagnostic  test  kits  &  specialty  biological  products 

25 

90 

170 

90 

11.8 

20.38 

33 

489 

69 

Monarch  Casino  &  Resort 

operates  Atlantis  casino  resort  in  Nevada 

20 

7 

760 

133 

18.5 

16.09 

14 

304 

78 

Advanced  Neuromodulation  Systems  (4) 

makes  products  to  treat  nervous  system  disorders 

6 

42U 

88 

135 

19.6 

47.98 

37 

964 

71 

....... 

Marine  Products  (2) 

produces  recreational  fiberglass  motorboats 

23 

15 

25 

276 

26.5 

11.00 

14 

423 

72 

I 

Balchem 

makes  specialty  chemicals  &  products  for  food  industry 

18 

19 

170 

74 

9.5 

26.58 

NA 

205 

73 

■ 

Innovative  Solutions  &  Support 

designs  &  manufactures  flight-information  computers 

14 

llO 

3lO 

70 

21.8 

15.42 

12 

278 

74 

Hibbett  Sporting  Goods  (3) 

operates  sporting  goods  stores 

18 

16 

22 

396 

27.9 

22.16 

20 

791 

75 

D 

CNS 

develops  &  markets  consumer  health  care  products 

90 

11 

550 

101 

16.1 

26.21 

20 

368 
252 

76 

Bentley  Pharmaceuticals 

develops,  licenses  &  sells  generic  &  branded  pharmaceuticals 

6 

410 

1230 

87 

8.2 

11.66 

21 

77 

Packeteer 

provides  WAN  application  management 

8 

25 

90 

106 

16.9 

12.05 

19 

408 

78 

Orbit  International 

produces  electronic  components  &  commercial  power  units 

13 

llO 

68 

21 

2.5 

9.71 

11 

44 

79 

| 

Houston  Exploration 

explores  for  oil  &  gas 

18 

23 

17 

667 

165.4 

70.40 

8 

2,023 

Deckers  Outdoor  (2) 

manufactures  niche  footwear 

12 

160 

35 

235 

26.7 

24.24 

9 

300 

KOI 

Cooper  Cos  (4) 

makes  contact  lenses  &  diagnostic  instruments 

16 

27 

26 

624 

114.6 

76.15 

19 

3,364 

82 

Knight  Transportation  (11) 

provides  short-  to  medium-haul  truckload  carrier  services 

15 

20 

230 

497 

54.9 

24.17 

19 

1,374 

83 

Stericycle  (5) 

16 

14 

40  O 

565 

87.6 

57.19 

24 

2,542 

provides  medical  waste  management  services 

84 

0 

LoJack 

makes  stoien-vehicle  tracking  systems 

19 

12  O 

15 

170 

14.1 

21.17 

22 

366 

85 

B 

Medicis  Pharmaceutical 

develops  dermatological  drugs 

14 

22 

140 

364 

92.1 

32.70 

23 

1,778 

Not  on  last  year's  list.     Recent  trend  up  versus  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 


For  more  information,  go  to 
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Without  Ambilight. 


j'll  never  go  back  to  ordinary  TV. 


3S  Flat  TV  with  Ambilight.  It  only  makes  sense  to  get  the  most  out  of  your 
sion,  so  you'll  never  want  to  turn  off  the  world's  first  and  only  Ambilight  feature, 
alyzing  the  incoming  TV  signals,  the  Ambilight  system  projects  a  background  color 
iyour  room  and  your  eyes  with  the  dominant  color  on  your  TV  screen. 
High-Definition  Flat  TV  with  Ambilight  from  Philips  -  the  next  step  in  the  evolution 
bvision. 


PHILIPS 


sense  and  simplicity 


js  on  our  journey  at  www.philips.com/simplicity 
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86 

United  Industrial  (2) 

develops  aerospace  &  military  systems 

50  O 

13 

J.  O 

15 

421 

31.6 

35.35 

14 

413 

87 

Matthews  International  (6) 

makes  bronze  memorial  products 

21 

20 

16 

610 

60.8 

37.70 

18 

1,207 

88 

Techne  (6) 

develops  hematology  controls  &  biotechnology  products 

21 

12 

19 

179 

66.1 

56.35 

31 

2,192 

89 

LKQ 

provides  replacement  parts  for  automobiles 

8 

170 

80 

490 

25.6 

30.67 

22 

651 

90 

Serena  Software  (4) 

provides  software-management  products  &  services 

16 

14  O 

100 

236 

63.0 

20.12 

14 

827 

91 

Hi-Tech  Pharmacal 

manufactures  generic  drugs  &  over-the-counter  medications 

12 

23 

30 

68 

8.3 

31.06 

25 

245 

92 

Cantel  Medical  (6) 

makes  diagnostic  &  therapeutic  medical  equipment 

14 

42(1 

26 

191 

14.0 

22.10 

20 

331 

93 

Micros  Systems  (2) 

manufactures  enterprise  information  solutions 

11 

10O 

108 

568 

48.0 

42.80 

26 

1,645 

94 

Acme  United 

manufactures  school  &  office  supplies 

16 

50 

240 

48 

3.7 

13.35 

NA 

48 

95 

Sonic  (12) 

owns  &  franchises  drive-in  restaurants 

20 

18 

18 

603 

72.7 

27.55 

20 

1,650 

96 

RC2  (3) 

makes  licensed  collectibles  &  toys 

13 

16  O 

51 

456 

48.1 

33.33 

12 

688 

97 

Coinstar 

operates  network  of  coin-counting  machines 

11 

29 

63 

432 

25.4 

18.72 

15 

477 

Navigant  Consulting  (2) 

provides  consulting  services  to  companies  &  government  agencies 

98 

11 

18  O 

52 

530 

47.2 

19.26 

16 

957 

99 

CPI  Aerostructures 

37U 

27 

90 

29 

4.6 

10.00 

NA 

54 

manufactures  structural  aircraft  parts 

100 

Pediatrix  Medical  Group  (4) 

provides  hospital-based  neonatal  services 

14 

25 

38 

657 

100.1 

77.84 

15 

1,847 

101 

Yankee  Candle  (4) 

makes  &  retails  scented  candles  &  giftware 

39 

14 

22 

575 

83.1 

24.38 

11 

1,078 

102 

DJ  Orthopedics  (2) 

develops  rehabilitation  products  for  orthopedics 

8 

15 

163 

270 

26.3 

29.90 

20 

653 

103 

Bright  Horizons  Family  Solutions 

provides  work-site  child  care  &  education  centers 

14 

17 

25 

591 

32.2 

38.73 

25 

1,060 

104 

Parlux  Fragrances  (2) 

manufactures  &  markets  fragrances 

10 

80 

320 

111 

12.5 

28.42 

11 

254 

105 

Verint  Systems 

provides  analytic-software-based  solutions  for  security  &  intelligence 

11 

150 

91 

265 

28.6 

39.94 

30 

1,274 

106 

Superior  Energy  Services  (2) 

provides  specialized  oilfield  services  &  equipment 

10 

210 

100 

674 

64.6 

23.04 

15 

1,796 

107 

HealthTronics 

provides  urological  services  &  medical  devices 

10 

59 

16 

230 

14.3 

9.83 

13 

342 

108 

United  States  Lime  &  Minerals 

manufactures  lime  &  limestone  products 

7 

13 

77U 

61 

7.5 

35.55 

NA 

211 

109 

First  Cash  Financial  Services  (4) 

operates  pawnshops 

13  O 

14 

28 

191 

22.6 

25.42 

14 

395 

110 

CRA  International  (4) 

provides  economic  &  financial  consulting  services 

11 

260 

110 

262 

19.9 

42.50 

17 

435 

111 

Rocky  Shoes  &  Boots 

designs  men's  outdoor  footwear 

8 

90 

103 

210 

11.0 

28.90 

10 

153 

112 

ll-VI  (3) 

manufactures  electrical  &  optical  components 

13 

140 

230 

194 

24.8 

17.83 

20 

521 

113 

Sun  Hydraulics 

manufactures  hydraulic  valves  for  fluid  power  systems 

90 

50 

29 

107 

10.9 

24.21 

16 

264 

114 

■ 

Metrologic  Instruments 

produces  laser  &  holographic  bar  code  scanners 

7 

16 

200+ 

193 

21.9 

18.08 

18 

401 

-Not  on  last  year's  list.     Recent  trend  up  versus  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 
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Fly  To  Europe  and  Hawaii  Without  Positioning  Fees 


If  you  want  the  world,  travel  in  the  aircraft  and  fractional  ownership  program  designed  for  it.  Expand  your  reach  in  a  cabin  that 
takes  comfort  and  productivity  to  more  refined  levels.  Fly  beyond  boundaries  with  new  fee  options  that  create  opportunities. 
Experience  luxury  reserved  solely  for  Flexjef  owners  -  onboard  the  Challenger*  604,  the  world's  bestselling  large  business  jet. 
Now  with  even  more  room  to  conference,  relax  and  sleep.  Meet  in  London.  Recharge  in  Hawaii.  So  you  want  the  world?  It's  yours: 

Go  further  -  with  no  positioning  fees  to  Europe  and  Hawaii.  Call  1  -800-FLEXJET  or  visit  flexjet.com. 

BOMBARDIER 

©  2005  Bombardier  Inc.  '  Trademarks)  ol  Bombardier  [nc.  or  its  subsidiaries.  Call  plexjet  for  terms  and  conditions. 


BOMBARDIER 

FLEXJET 


SALES 

NET 
INCOME 

RECENT 
PRICE 

P/E 

Latest 

Latest 

l2mos 

12  mos 

2006 

(Smil) 

(Smil) 

m 

est 

z 

'05  '04 


COMPANY  (consecutive  years  on  list) 
business 


RETURN  GROWTH 
ON 

EQUITY  SALES  EPS 

5  year  5-year  5-year 

average  average  average 

%  %    -  % 


Eagle  Materials 

produces  basic  construction  materials 


16 


60 


90 


Integra  LifeSciences  (2) 

develops  medical  devices  for  surgery 


36U  460 


Mod-Pac 

provides  on-demand  print  products  &  services 


12 


Copart  (6) 

auctions  salvaged  vehicles 


14 


180  120 
220 


19 


Avid  Technology 

provides  digital  media  products  to  entertainment  industry 


13 


QLogic  (7) 

designs  semiconductor  input/output  devices 

International  Speedway  (5) 

owns  &  operates  motorsports  facilities 


15 


16 


60  200*0 
18 


671  118.4  117.95  13  2,096 

257  37.1     37.98  23  1,120 

60  5.4  10.53  NA  39 

445  98.8  23.73  19  2,141 

648  81.9  41.54  15  1,723 

601  171.3  33.78  19  3,064 


14 


10O       220      723    154.5     51.57     16  2,750 


Ambassador  Group 

organizes  &  promotes  international  educational  travel 


34 


60 


50 


57 


17.4     22.32  19 


456 


Tetra  Technologies  (2) 

provides  treatment  services  for  oil  &  gas  industries 

Graco  (4) 

supplies  fluid-control  equipment 


45 


60 


12 


Kronos  (4) 

provides  workforce-management  solutions 

Green  Mountain  Coffee  Roasters  (6) 

roasts  &  sells  high-quality  arabica  coffees 

Intrado 

provides  911  infrastructure  systems  for  local  &  wireless  carriers 


17 


23 


120       240      462      32.0  30.41  18  1,037 

679    119.1  33.95  16  2,333 

497      52.6  44.44  24  1,409 

8.5  33.46 


14 


13 


26 
12 


157 


23 


248 


US  Physical  Therapy 

operates  outpatient  physical  therapy  clinics 


21 


32U      420      144      13.5     17.81     29  316 
8.5     18.49     21  221 


16 


15 


124 


Kensey  Nash  (4) 

designs  biomaterials  for  orthopedics  &  cardiology 
Cherokee  (2) 

markets  apparel  &  footwear  brands 


12 


3lO      140       61      13.8     30.05  23 


345 


100+ 


10- 


40      17.7     34.90  17 


306 


Arbitron  (2) 

provides  media  &  marketing  research  services 


100+ 


70      304      69.1     40.35     20  1,274 


Forward  Air  (7) 

provides  surface  transportation  of  deferred  air  freight 


19 


HO      297      38.8     36.76     23  1,163 


Plantronics 

makes  lightweight  communications  headsets 


24 


90 


Macrovision  (7) 

provides  copy  protection  &  digital-rights  technologies 


20 


22- > 


Stratasys  (3) 

makes  rapid  prototyping  devices  &  3-D  printers 


17 


80  578  95.3  29.66  14  1,401 
8  204  46.5  19.21  18  972 
77      10.1     29.62     22  310 


52 


Amsurg  (6) 

operates  practice-based  ambulatory  surgery  centers 


11 


23 


26 


360      36.1     27.84  18 


825 


Cavco  Industries 

designs  &  produces  manufactured  homes 


100       590      167      11.4     36.00  15 


226 


Amcol  International  (2) 

processes  &  distributes  clays  to  industrial  &  consumer  markets 

Inamed3  (4) 

develops  &  markets  breast  implants  &  skin  products 


11 


13 


35 


495      35.2     19.12  15 


568 


18 


13 


16 


Schawk  (2) 

offers  digital  imaging  &  database  management  services 

Penn  Virginia 

produces  crude  oil  &  natural  gas 


16 


414      75.9     75.84     27  2,754 
80      160      411      26.9     20.00     13  522 


12 


29 


Aerosonic 

manufactures  &  sells  aircraft  instruments 


11 


270 


Conns 

sells  brand-name  consumer  appliances 


19 


13 


261      30.3     58.10     19  1,076 
33       1.8      5.85     NA  23 
590      32.2     26.95     15  631 


on  last  year's  list.     Recent  trend  up  versus  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 


For  more  information,  go  to  www.forbes.cot 
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)M0,  MAY  15 


TWICE  AS  MANY  DOORS  AS 
ITS  COMPETITORS. 


rRODUCING  THE  QUATTROPORTE 

pated  for  those  not  ordinarily  fond  of  sedans,  it  combines  a  potent  400hp  V8,  racing-inspired  front-mid-engine  design 
p  an  Fl-inspired  6-speed  transmission  to  achieve  a  top  speed  of  over  170  mph- leading  AUTOMOBILE  Magazine* 
label  it  "a  four-door  thoroughbred  sports  car."  Featuring  a  comprehensive  ownership  program  including  a  4-year/50k- 
e  bumper-to-bumper  limited  warranty  and  24hr  roadside  assistance.  877.MY.MASERAT1  maseratiamerica.com/fb 


MASERATI 


^OMOTIVE  INNOVATION 

I^VS  Mase rat i  Translates  Winning  Performance 


From  the  Racetrack  to  the  Road 


By  Steven  Cole  Smith 


The  Maserati  brothers  would  be  delighted.  On  December  1, 
1914,  five  Maserati  brothers  founded  Societa  Anonime 
Officine  Alferi  Maserati  with  one  goal:  To  build  fast,  reliable, 
elegant  cars  —  first  for  the  racetrack,  then  for  public  roads. 
Maserati's  success  on  the  racetrack  is  legendary,  winning  23  world 
championships,  32  Formula  1  races,  two  Indianapolis  500s  and  set- 
ting world  speed  records  on  land  and  water.  The  marque's  status  is 
suggested  by  the  recent  Sotheby's  auction  that  fetched  $2,213,999 
for  the  1940  Maserati  8CL  that  competed  at  the  Indianapolis  500. 

In  1957,  after  winning  the  Formula  1  World  Championship  with 
legend  Juan  Manuel  Fangio,  the  company  retired  from  factory  rac- 
ing. The  vast  wealth  of  knowledge  gained  from  competition  would 
now  primarily  apply  to  the  creation  of  the  finest  road  cars  available 
in  the  world.  And  the  world  responded  —  Maserati  became  known 
as  the  car  of  kings  —  with  such  famous  owners  as  the  Aga  Khan 
and  Princess  Grace,  and  Hollywood  following  suit. 

Now,  more  than  90  years  after  the  founding  of  the  company,  the 
latter  portion  of  the  Maserati  brothers'  dream  has  long  been  fulfilled,  as 
Maserati  remains  at  the  pinnacle  of  the  automotive  world.  But  after  a 
long  vacation  from  racing,  Maserati  returned  to  world-class  competi- 
tion in  2004  with  the  MC12,  a  world-class  racer  built  from  aluminum, 
carbon  fiber  and  Nomex  honeycomb  and  powered  by  a  6.0-liter  V-12 
engine.  Autosprint  magazine,  Italy's  top  motorsports  publication, 
awarded  Maserati  the  Golden  Helmet  for  its  return  to  racing. 

And  just  one  year  later  —  even  before  the  racing  season  formally 
ended  —  Maserati  wrapped  up  the  2005  FIA  GT  Constructors'  Cup, 
winning  over  second-place  Ferrari,  Maserati's  sister  company.  The 
MC12  won  outright  the  grueling  24  Hours  of  Spa,  and  in  the  eighth 


round  of  the  FIA  GT  series  at  Istanbul,  Maserati's  first-,  second-  anj 
third-place  finish  was  more  than  enough  to  lock  up  the  title. 

"The  MC12  represents  the  synthesis  of  Maserati's  potential,"  sayj 
Karl-Heinz  Kalbfell,  chief  executive  officer  of  Maserati,  the  forma 
head  of  Rolls-Royce  and  a  former  executive  at  BMW's  motorsport) 
division.  As  the  Maserati  brothers  envisioned,  that  potential  woulj 
directly  translate  to  the  marketing  of  Maserati  models  to  the  public. 

A  HIGH-PROFILE  PRESENCE  IN  AMERICA 

Maserati  models  first  came  to  the  U.S.  just  prior  to  World  War  II 
but  never  before  has  Maserati  had  such  a  focused  presence  ii 
America.  Maserati's  growing  popularity  in  the  U.S.  has  risen  frorj 
the  2002  establishment  of  Maserati  North  America,  as  evidence* 
by  the  Maserati  models  featured  in  popular  television  shows  sucl 
as  Desperate  Housewives,  Entourage,  The  Sopranos,  CSI  ara 
Nip/Tuck.  Also  making  news  was  the  Maserati  dealership  tha 
recently  opened  inside  Wynn  Las  Vegas,  the  new  $2.7  billion  ultra 
luxury  hotel  and  casino,  complementing  more  traditional  outlet! 
such  as  the  Park  Avenue  showroom  in  Manhattan. 

STIRRING  PASSION  AND  PRAISE 

At  the  heart  of  Maserati's  renewed  impact  in  the  U.S.  is  the  fifth 
generation  Quattroporte  —  literally  "four-door"  in  Italian  —  but  tha 
pedestrian  translation  sells  the  sedan  far  short.  Its  introduction  il 
2004  was  made  in  part  by  the  inclusion  of  the  Quattroporte  in  th| 
Neiman-Marcus  Christmas  Book.  The  60  Quattroportes  offere* 
sold  out  in  a  record  three  minutes. 

The  Quattroporte  is  powered  by  a  400-horsepower,  4.2-liter  V-i 


■  t 


ADVERTISEMENT 


ngine  designed  and  built  by  Ferrari,  coupled  with  a  six-speed 
ansmission  similar  to  those  found  in  Formula  1  cars.  What  has 
jrprised  many  is  the  Quattroporte's  civility  —  its  willingness  to 
arve  as  a  conventional  sedan  during  the  week,  but  with  a  spirit 
iat  encourages  owners  to  seek  out  winding  back  roads  during 
te  weekend.  That  Car  and  Driver  magazine,  the  world's  largest 
jtomotive  publication,  picked  the  Quattroporte  over  such  worthy 
pmpetitors  as  the  Mercedes-Benz  E55  AMG  and  Jaguar  XJR  in 
comparison  test  last  year  cements  the  concept  that  the  upstart 
alian  should  be  taken  very,  very  seriously.  "Venus  in  sheet 
etal,"  said  the  magazine  of  the  Quattroporte's  Pininfarina  styling, 
nd  that  has  translated  into  substantial  sales  success.  In  less  than 
he  year  and  despite  its  limited  production,  the  Quattroporte  has 
scome  the  best-selling  individual  luxury  sedan  above  $100,000 
-  outselling  models  from  Mercedes-Benz,  BMW,  Audi  and 
lentley,  among  others.  From  its  introduction  to  the  U.S.  in 
eptember  2004  through  July  2005,  the  Quattroporte  has  led  its 
egment  with  a  30%  share  of  the  market  for  individual  model 
pdans  in  its  price  category  —  vehicles  that  include  the  BMW  760 
nd  Mercedes-Benz  S55  and  S65. 

I  In  addition  to  the  Quattroporte  luxury  sport  sedan,  the  Maserati 
pe  includes  a  complete  range  of  ultrahigh-performance  sports 
ars,  including  the  GranSport,  Coupe  and  Spyder  convertible.  With 
^rrari-derived  400-horsepower  V-8  engines  and  the  style  and 
aftsmanship  for  which  Maserati  has  always  been  known,  these 
ports  cars  have  left  the  press  breathless:  "The  performance  is  dev- 
iating...explosive.  It's  got  400bhp  and  boy  do  you  know  it," 
ithused  Classic  Driver.  Automobile  Magazine  proclaimed,  "It's 
;ry  when  whipped,  then  cool  and  serene  when  eased  into  the 
dulgent  lane,  proving  that  with  proper  breeding,  luxury  and  sport 
an  coexist."  One  of  Europe's  leading  car  magazines,  evo,  stated  it 


^en  more  simply:  "Maserati  has  hit  the  bull's-eye. " 


A  SINGULAR  EXPERIENCE 

The  Italian  tradition  of  coach-built  cars  is  what  separates 
Maserati  from  the  rest.  Maserati  clients  are  introduced  to  a  world 
that  is  personal  and  exceptional,  spanning  everything  from  the 
commissioning  of  their  car  to  learning  how  to  master  its  capabilities. 

The  Trident  marque  is  represented  by  dealerships  in  each  major 
North  American  market.  No  matter  where  one  encounters  a 
Maserati,  the  experience  is  truly  unforgettable.  This  is  thanks  to  the 
exclusivity  and  custom  tailoring  each  car  receives.  For  instance, 
there  are  more  than  4  million  color  and  trim  combinations  available 
for  the  Quattroporte,  creating  a  reflection  of  each  owner's  taste. 

The  Maserati  experience  begins  even  before  an  owner's  car  is 
created.  U.S.  Maserati  owners  and  prospective  customers  are 
invited  to  tour  the  historic  Maserati  factory  and  headquarters  in  the 
village  of  Modena,  Italy;  the  facility  includes  a  futuristic  showroom 
created  in  collaboration  with  renowned  designer  Ron  Arad. 

As  amazing  as  it  is  to  watch  a  Maserati  being  crafted  by  skilled  arti- 
sans in  Italy,  perhaps  the  best  way  to  understand  Maserati  is  to  live 
out  over  90  years  of  racing  know-how  firsthand  —  behind  the  wheel. 
The  Maserati  Master  GT  performance  driving  course  has  become 
world  famous.  Located  in  the  mountains  of  Parma  at  the  Paletti 
Circuit  at  Varano  de'  Melegari,  the  all-inclusive  course  has  arranged 
lodging  at  the  elegant  four-star  Hotel  Parma  &  Congressi.  Driving 
method  is  taught  by  a  team  of  over  50  professional  drivers  and  super- 
vised by  Ivan  Capelli,  whose  racing  career  spanned  nine  seasons  in 
Formula  1  and  included  a  world  championship  in  Formula  3000. 

Compelling  and  entertaining  for  any  driver,  time  spent  behind 
the  wheel  is  the  most  intimate  way  to  get  a  taste  of  Maserati's  rich 
tradition  —  past  and  present. 

Somewhere,  the  five  Maserati  brothers  are  smiling. 

More  information  is  available  at 
www.  maseratiamerica .  com . 
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144 

Idexx  Laboratories  (5) 

provides  products  &  services  to  veterinary  &  food  industries 

16 

11 

19 

591 

74.8 

66.04 

24 

2,150 

145 

EDO 

provides  electronic  products  for  aerospace  &  defense  industries 

12 

290 

90 

572 

34.6 

29.50 

17 

595 

146 

Gray  Television 

operates  31  television  stations  serving  27  markets 

5 

21 

860 

340 

32.1 

10.63 

20 

519 

— — il 

147 

Rimage  (3) 

manufactures  CD  and  DVD  duplication  equipment 

15 

llO 

60 

82 

10.2 

26.76 

20 

255 

 1 

148 

Fargo  Electronics 

produces  printing  systems  to  personalize  ID  cards 

17 

6 

22 

77 

8.9 

17.64 

21 

225 

149 

Medical  Action  Industries  (5) 

manufactures  disposable  surgical  products 

16 

18 

220 

144 

10.7 

17.31 

14 

181 

150 

intermagnetics  General 

makes  medical  devices  &  products  for  MRI  systems 

10 

llO 

20O 

265 

29.7 

28.28 

24 

800 

151 

Trimble  Navigation  (2) 

provides  positioning  &  communication  systems 

11 

16 

150 

732 

69.5 

33.91 

21 

1,818 

152 

Stone  Energy  (2) 

acquires  &  develops  oil  &  gas  properties 

16 

12 

60 

610 

149.1 

62.09 

7 

1,672 

153 

Lifeline  Systems  (4) 

sells  emergency  assistance  paging  systems 

12 

12 

26 

140 

13.5 

33.45 

29 

471 

154 

Ace  Cash  Express 

operates  check  cashing  &  financial  services  stores 

15 

12 

36 

263 

26.4 

19.00 

10 

260 

155 

M 

Landauer  (4) 

provides  radiation  measurement  services 

45 

10 

7 

74 

18.6 

48.37 

21 

434 

156 

Maritrans 

builds  &  operates  marine  transport  vessels 

10 

50 

2lO 

168 

12.5 

31.92 

14 
21 

272 
1,008 

157 

Digitas 

provides  strategy  consulting  &  marketing  technology 

8 

SO 

38 

468 

43.3 

11.24 

158 

Dionex  (4) 

makes  analytical  systems  for  chemicals 

24 

11 

10 

279 

45.5 

53.05 

23 

1,076 

159 

Heartland  Express  (4) 

provides  short-  to  medium-haul  truckload  carrier  services 

16 

14 

17 

484 

66.4 

20.31 

20 

1,500 

160 

Sybron  Dental  Specialties  (4) 

makes  dental  products  &  related  equipment 

30 

9 

8 

625 

71.3 

41.16 

20 

1,661 

161 

Hyperion  Solutions  (2) 

provides  software  for  business  solutions 

10 

6 

970 

703 

78.4 

47.33 

22 

1,881 

162 

Wright  Medical  Group 

manufactures  reconstructive  joint  devices 

9 

18 

55U 

312 

28.2 

24.82 

24 

843 

163 

Lufkin  Industries 

supplies  oilfield,  power  transmission  &  trailer  products 

6 

70 

140 

426 

27.1 

42.83 

14 

622 

164 

Jack  Henry  &  Associates  (6) 

provides  data  processing  systems  for  banks  &  finance  companies 

17 

14 

9 

536 

75.5 

19.30 

20 

1,768 

165 

Catapult  Communications 

makes  systems  for  testing  telecom  equipment 

12 

17 

50 

65 

17.2 

17.91 

17 

264 

166 

Waste  Connections  (3) 

provides  solid  waste  collection  &  recycling  services 

11 

20 

20 

671 

82.1 

34.91 
26.92 

17 

1,639 

167 

Horizon  Health 

provides  psychiatric  &  physical  rehabilitation  programs 

15 

10O 

14 

216 

12.4 

22 

398 

168 

Badger  Meter 

manufactures  meters  to  measure  flow  of  liquids  &  gases 

14 

10 

16 

214 

11.9 

39.30 

17 

287 

169 

Mobile  Mini 

provides  portable  storage  containers  &  office  units 

10 

17 

60 

187 

27.0 

43.26 

19 

644 

170 

Young  Innovations 

makes  dental  equipment  &  supplies 

15 

11 

15 

85 

14.9 

37.69 

22 

336 

171 

Dendrite  International  (4) 

provides  consulting  services  &  software  for  drug  industry 

13 

17 

10 

419 

36.1 

20.00 

18 

853 

160 

Spectralink  (3) 

sells  wireless  telephone  systems  to  businesses 

11 

13 

12  O 

93 

11.7 

13.01 

18 

246 

Not  on  last  year's  list.     Recent  trend  up  versus  five-year  average.     Recent  trend  down  versus  five-year  average.  See  additional  footnotes  on  page  206. 
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For  more  information,  go  to  vvww.forbes.com/200best 

You  need  a  darn  good  reason 
to  introduce  another  vendor 
into  your  network.  Here  are  four. 

Our  intelligent  overlay  network 
delivers  automated  core-to-edge 
security.  It's  based  on  an  open 
architecture.  It  optimizes 
applications.  It  makes  VoIP  possible 
on  your  existing  infrastructure. 
And  that  is  just  the  beginning. 


3Com 

security 
VoIP 
wireless 
switching 
routing 
services 

3com.com/AdvanceTheNetwork 


Copyright  ©  2005  3Com  Corporation  All  rights  reserved  3Com  and  the  3Com  logo  are  registered  trademarks  of  3Com  Corporation 
All  other  company  and  product  names  may  be  trademarks  of  their  respective  companies 


z 
< 

cc 

05  -04 


COMPANY  (consecutive  years  on  list) 
business 


RETURN 

ON 
EQUITY 

5-year 


GROWTH 


SALES 

5-year 
average  average 
%  %  . 


EPS 

5-year 
average 

% 


Latest  Latest 
l2mos  l2mos 
($mil)  ($mil) 


2006 

($)        est  ($mil) 


I 


Cash  America  International  (2) 

operates  pawnshops  in  South  &  Southwest 

Genesee  &  Wyoming  (4) 

operates  short-line  &  regional  freight  railroads 


9 
12 


70 
120 


40 
13 


530  39.7  20.80  12 
334      41.7     31.72  15 


Triad  Guaranty  (2) 

S  provides  mortgage  insurance  to  residential  mortgage  lenders 

Progress  Software 

ft  designs  software  for  business  development 

■  z  

ft  Franklin  Electric  (4) 

makes  submersible  fueling  systems  motors 


14 


17 


ESCO  Technologies 

H  produces  engineered  products  &  systems 

|  Marten  Transport 

1  provides  long-haul  truckload  carrier  services 


13 
17 
11 


10 
80 


175      59.1  38.97 


8 


608 
864 
577 


383      46.9     31.91     21  1,229 


13 


424 


43.7     42.10  17 


926 


9 


170  435  45.8  49.38  24  1,258 
120      419      23.1     24.89     13  357 


q  Ennis  (4) 

^|  supplies  private-label  printed  business  products 


14 


HO 


60      449      28.9     16.84  10 


429 


Internet  Security  Systems 

1  provides  security  management  solutions  for  IT  systems 

Neogen 

I  develops  safety  diagnostic  products 


11 


180      309      36.3     23.92     24  1,087 


10 


19 


18 


63 


g3  Monro  Muffler  Brake  (3) 

'  operates  automotive  repair  shops  specializing  in  mufflers  &  brakes 


11 


10 


6.2     18.40     NA  150 


14  363 


f.  Interactive  Data 

|l  provides  financial  data  to  banks  &  traders 

j  Buckle 

§s  retails  brand-name  casual  apparel 


13 


14 


4g  Zebra  Technologies  (2) 

™  produces  thermal  bar  code  labels  &  printers 


15 


Integral  Systems  (2) 

develops  satellite  ground  systems 

American  Dental  Partners 

provides  business  services  to  dental  groups 


260  15 


17        345      21.0  26.22 
20        521      88.9     22.06     21  2,055 
50      489      48.2     34.12     12  667 
693     117.2     37.40     21  2,698 

214 


10 


96 


7.5     20.49  23 


12 


J&J  Snack  Foods  (3) 

manufactures  &  distributes  snack  foods  &  beverages 


11 


13 
20 


187  12.4  22.49  19 
450      25.0     57.38  18 


270 
524 


Kirby(5) 

S  provides  marine  towing  &  diesel  engine  services 


12 


80      731      58.1     49.55     17  1,248 


Molecular  Devices  (2) 

designs  &  sells  equip  for  bioanalytical  drug  research  &  development 

Speedway  Motorsports  (2) 

operates  speedways  &  promotes  motorsports  events 

Lee  Enterprises  (2) 

publishes  newspapers  &  specialty  publications 


12 


60      173      13.9     20.97  20 


350 


13 


11 


471      85.8    36.30     14  1,596 


11 


14 


745      91.7     42.37     21  1,927 


Arrow  International  (4) 

makes  disposable  catheters  &  related  products 

Entercom  Communications  (2) 

operates  radio  networks 


14 


453      62.7     33.17     22  1,479 
77.7     31.18     17  1,432 


Conmed  (2) 

makes  arthroscopic  &  orthopedic  surgical  products 

Haemonetics  (2) 

designs  automated  systems  for  blood  collection 


11 


260  437 
7        608      53.1     28.26  14 


835 


11 


6 


392      42.7     48.20     22  1,270 


Movado  Group  (3) 

designs  &  manufactures  quality  brand-name  watches 


50  10 


Hutchinson  Technology 

supplies  suspension  assemblies  for  hard  disk  drives 


50  15 


433      27.1     18.40  13 


596      50.4     25.95  13 


(I  II 


National  Presto  Industries 

designs  &  manufactures  electronics  &  appliances 


t  on  last  year  s  lis 


6 

m 


70 


178      17.6  42.80 


NA 


465 
666 
292 


d  down  versus  five-year  average. 


prices  as  of  Sept;  29.  'Includes  all  share  classes.  2Namo  change  to  Resources  Global  Professional  pending.  ^Merger  with  Medicis  Ph 
r  not  applicable.  Sources  William  O'Neil  &  Co.;  FT  Interactive  Data,  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 


For  more  information,  go  to  www.foi 
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HR  Outsourcing    Retirement  &  Financial  Management    HeaJth  Care  |  TaJent&OrganizationaJ  Change 


105  Hewitt  Associates  LLC 


Hewitt 


www.hewitt.com/results 


mmmaatm 


WHERE  THEY  RANK 

5-YEAR  AVERAGE 

BOARD  Of 

OVERALL 

DIRECTORS 

i  i 

SCORE1 

-  «■»  —  

Ace  Cash  Express 

on 
89 

13b 

cn 
69 

36 

Acme  United 

94 

78 

198 

100 

76 

Advanced  Neuromodulation  Sys 

70 

190 

15 

19 

26 

Advisory  Board 

32 

c 
b 

C~7 

67 

EC 

bb 

•  87 

Aerosonic 

142 

1  CO 

153 

i  no 
193 

on 
89 

73 

Affymetrix 

60 

lbb 

97 

o 
3 

24 

Ambassador  Group 

122 

17 

184 

197 

51 

Amcol  International 

138 

150 

1  0"7 
127 

73 

96 

Amedisys 

12 

13 

55 

54 

19 

American  Dental  Partners 

188 

133 

192 

157 

38 

American  Healthways 

9 

0"7 

87 

11 

8 

11 

American  Medical  Systems 

63 

137 

73 

32 

18 

American  Vanguard 

59 

44 

79 

80 

25 

Amsurg 

136 

142 

60 

92 

36 

Ansys 

65 

31 

88 

1  oo 

73 

Arbitron 

131 

1 

160 

187 

97 

Argon  ST 

36 

26 

4 

111 

47 

Arrow  International 

194 

-i  ni 
101 

i  cn 
169 

1  oo 

188 

14 

Avid  Technology 

119 

113 

188 

2 

56 

Badger  Meter 

168 

i  no 
108 

157 

143 

80 

Balchem 

72 

c  c 

5b 

78 

1  O  A 

134 

7 

Bentley  Pharmaceuticals 

76 

191 

17 

n 
9 

67 

Berry  Petroleum 

25 

34 

112 

138 

79 

Bio-Reference  Laboratories 

61 

51 

81 

22 

11 

Biosite 

21 

82 

9 

39 

19 

Bluegreen 

57 

172 

69 

on 

20 

51 

Bright  Horizons  Family  Solutions 

103 

i  no 

108 

no 
93 

no 
98 

70 

Brown  &  Brown 

48 

OT 

H7 

47 

71 

10 

Buckle 

185 

104 

196 

i  nn 
199 

45 

Cal  Dive  International 

27 

1  O  A 

124 

29 

nn 
99 

59 

Cantel  Medical 

92 

106 

16 

QC 

95 

50 

Carbo  Ceramics 

64 

71 

65 

103 

57 

Cash  America  International 

173 

172 

180 

oo 

63 

76 

Catapult  Communications 

165 

1  on 
120 

89 

i  no 

198 

7 

Cavco  Industries 

137 

200 

155 

0*7 

37 

58 

Ceradyne 

8 

103 

i  n 
10 

52 

59 

Cherokee 

130 

2 

168 

-t  ec 
lbb 

59 

CNS 

75 

167 

143 

40 

66 

Cognizant  Technology  Solutions 

2 

28 

13 

49 

26 

Coinstar 

97 

153 

36 

35 

63 

Computer  Programs  &  Systems 

31 

12 

107 

135 

37 

Comtech  Telecommunications 

37 

138 

33 

64 

28 

Conmed 

196 

147 

166 

189 

40 

Conns 

143 

51 

130 

179 

17 

Cooper  Cos 

81 

71 

39 

90 

89 

Copart 

118 

96 

77 

107 

6 

Corporate  Executive  Board 

30 

59 

31 

75 

OO 

OPI  AprnQrn irti itpq 
ur  I  nciuoiiULIUiCd 

99 

16 

41 

176 

54 

CRA  International 

110 

150 

43 

165 

45 

Cytyc 

40 

46 

37 

86 

53 

COMPANY 

WHERE  THEY  RANK 

OVERALL 

RAGE 

EPS 
GROWTH 

BOARD  OF 

n  in  r  f'i  1 1  r»o 

DMuJTUQ 
SC0RE: 

Deckers  Outdoor 

128 

99 

72 

9 

Dendrite  International 

171 

119 

92 

173 

39 

Dialysis  Corporation  of  America 

17 

135 

18 

29 

78 

Digitas 

157 

178 

171 

66 

81 

Diodes 

26 

85 

114 

7 

10 

Dionex 

158 

24 

143 

170 

10 

DJ  Orthopedics 

102 

178 

109 

6 

81 

Eagle  Materials 

115 

73 

186 

175 

13 

EDO 

145 

133 

35 

178 

84 

Encore  Acquisition 

18 

68 

24 

79 

95 

Ennis 

180 

107 

150 

196 

87 

Entercom  Communications 

195 

184 

173 

91 

8 

ESC0  Technologies 

178 

142 

177 

136 

82 

FactSet  Research  Systems 

53 

19 

96 

102 

70 

Fargo  Electronics 

148 

63 

189 

110 

91 

First  Cash  Financial  Services 

109 

116 

121 

87 

29 

FLIR  Systems 

39 

61 

54 

83 

15 

Forward  Air 

132 

48 

174 

164 

42 

Forward  Industries 

6 

73 

98 

33 

68 

Franklin  Electric 

177 

64 

191 

156 

92 

General  Maritime 

33 

136 

8 

38 

NA 

Genesee  &  Wyoming 

174 

126 

135 

155 

82 

Graco 

124 

10 

186 

158 

41 

Gray  Television 

146 

197 

70 

21 

36 

Green  Mountain  Coffee  Roasters 

126 

30 

130 

161 

48 

Haemonetics 

197 

142 

177 

194 

56 

Hansen  Natural 

1 

36 

57 

53 

9 

HealthTronics 

107 

166 

6 

141 

95 

Heartland  Express 

159 

76 

118 

132 

6 

Jack  Henry  &  Associates 

164 

62 

116 

177 

65 

Hi-Tech  Pharmacal 

91 

126 

58 

84 

11 

Hibbett  Sporting  Goods 

74 

57 

103 

112 

29 

Horizon  Health 

167 

91 

157 

154 

26 

Houston  Exploration 

79 

53 

56 

130 

85 

Hutchinson  Technology 

199 

193 

197 

146 

71 

Hydril 

52 

98 

161 

67 

39 

Hyperion  Solutions 

161 

159 

189 

13 

98 

Idexx  Laboratories 

144 

77 

145 

122 

98 

ll-VI 

113 

119 

105 

97 

Inamed 

55 

123 

139 

1 

Innovative  Solutions  &  Support 

73 

94 

141 

78 

69 

Integra  LifeSciences 

168 

21 

51 

13 

Integral  Systems 

187 

199 

43 

148 

27 

Interactive  Data 

184 

184 

124 

116 

43 

Intermagnetics  General 

150 

159 

147 

118 

36 

International  Speedway 

121 

97 

153 

108 

NA 

Internet  Security  Systems 

181 

196 

147 

128 

36 

Intrado 

188 

25 

60 

90 

ITT  Educational  Services 

42 

11 

105 

68 

54 

J&J  Snack  Foods 

189 

153 

183 

120 

10 

.  'Compares  board  membership,  charter  and  bylaws,  state  of  incorporation,  executive  and  director  compensation,  board  guidelines,  company  ownership  and  director  education  relative  to 
■  companies  in  applicable  stock  index  as  of  Sept.  30.  A  score  of  50  means  that  the  company  scored  better  than  50%  of  the  companies  in  its  index.  NA:  Not  available  or  not  applicable. 
"Sources.  Institutional  Shareholder  Services:  William  O'Neil  &  Co. 
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401 (k)  ROLLOVER 


What  makes  the 
T.  Rowe  Price 
SmartChoice  Rollover 
smarter? 


With  theT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments —  with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have  to  go 
through  the  complex  task  of  choosing  individual  funds.  We'll  provide  a  well-diversified  portfolio  for 
you  with  one  of  our  Retirement  Funds.  And  we'll  adjust  the  fund  over  time  to  reflect  your  need  for 
reduced  investment  risk— gradually  making  the  investment  more  conservative  as  your  retirement 
date  approaches. 

Proven  performance  —  with  our  68  years  of  proven  performance,  you'll  feel  confident  knowing 
thatT.  Rowe  Price  is  the  smart  choice  for  your  rollover. 

Low  expenses  — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the 
Retirement  Funds  45%  below  their  category  averages,*  aT.  Rowe  Price  Rollover  IRA  is  the 
smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can  even 
open  your  account  right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


TROWEPRICE.COM/ROLLOVER 


1-866-275-7984 


T.RoweRice 


INVEST  WITH  CONFIDENCE 


Request  a  prospectus  or  a  briefer  profile;  each  includes  investment  objectives,  risks,  fees,  expenses, 
and  other  information  that  you  should  read  and  consider  carefully  before  investing. 


•Based  on  the  liscal  year-end  data  available  as  ol  6/30/05.  The  Retirement  Funds'  total  expense  ratios  versus  their  lipper  category  averages  lor  individual  investor  lunds  are  0.63%,  0.67%, 
0.71%,  0.75%,  0.78%,  0.80%,  0.80%.  and  0.80%  lor  the  Retirement  2005, 7010, 7015, 2020, 2025, 2030, 2035,  and  2040  Funds,  respectively,  versus  1.48%  lor  the  flexible  portfolio  funds 
category;  and  0.57%  lor  the  Retirement  Income  Fund  versus  1.17%  for  the  income  funds  category.  The  Retirement  2045  Fund's  expense  ratio  is  not  included  in  this  comparison  because  the  lund 
began  operations  on  5/31/05.  (Source  for  data:  Lipper  Inc.)  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRARSC072309 
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3rican  Advertising  Federation.  The  ALTOIDS  trade  dress  is  used  with  the  express  written  permission  of  Kraft  Foods  North  America,  Inc.,  the  U.S.  disU 


OS  candy  and  mints,  and  Kraft  Foods  UK,  Ltd.,  the  trademark  owner.  The  AAF  thanks  Kraft  Foods,  Inc.  for  their  support  and  participation. 


Advertising.  The  way  great  brands  get  to  be  great  brands™ 


the  connection 


the  possibilities 

feel 

your  goals 

GROW 


YOUR 
BUSINESS 


Founding  Sponsor 


OPEN 


FOR  BUSINESS 


Women's  Leadership  Exchange® 
New  York  Conference 

Thursday,  November  3rd,  2005  I  7:30  am  -  7:30  pm 

Sheraton  NY  Hotel  &  Towers  I  New  York  City 
811  7th  Avenue  @  53rd  Street 


Featured  Speakers 


Gloria  Allied 

Leading  Women's 
Right's  Attorney 


■3 


M  fl 


Sara  Blakely 

Entrepreneur  and 
Creator  of  Spanx 
Footless  Pantyhose 


Karen  House        Linda  Kaplan  Thaler  Edie  Weiner 

Publisher,  The  Wall      CEO,  Kaplan  Thaler  Futurist  and  Author, 

Street  Journal       Group,  Creators  of  the  FutureThink:  How  to  Think 

"AFLAC  Duck"  campaign  Clearly  in  a  Time  of  Change 


Women's  Leadership  Exchange  (WLE)  provides  the  knowledge,  tools  and  connections  women  business 
owners  need  to  grow  their  enterprises.  WLE's  interactive  all-day  conferences  connect  women  CEOs 
with  top  business  experts,  corporate  leaders  and  each  other. 


Limited  seating  available! 
Register  online  at  womensleadershipexchange.com  or  call  Jill  at  888.937.5800  todayl 

A  special  discount  for  Forbes  readers:  Mention  code  FRB  to 
RECEIVE  $25  OFF  YOUR  REGISTRATION! 


For  more  information  about  the  conference,  visit  our  website  or  email  jkelly@womensleadershipexchange.com. 
IBM    a§MerriULynch    MiCFOSOft  [™3     %*££S2S£  #HQ 
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WE  KNOW 
WHERE  TO  BUY 
AN  ISLAND  HOME 
AROUND  HERE. 
OR  AN  ISLAND, 
IF  YOU  LIKE. 

At  SuperPages.com,  you'll  find  everything  you  need  to  .find  anything  you  need. 
From  realtors  to  seaplane  pilots  to  geologists.  Because  when  it  comes  to  knowing 
local  businesses,  we're  the  big  kahuna. 

we  know  around  here  d   W  -  H   ffi  M 


verizon 

We  never  stop  working  for  you. 
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COMPANY 


WHERE  THEY  RANK 


BOARD  OF 
DIRECTORS 


OVERALL 

■H 

IHHiiVilll 

m 

3C0R£: 

Jos  A  Bank  Clothiers 

50 

in 

55 

26 

K-Swiss 

23 

20 

68 

61 

10 

Kensey  Nash 

129 

122 

27 

152 

79 

Kirby 

190 

132 

180 

185 

52 

Knight  Transportation 

82 

87 

75 

103 

19 

Kronos 

125 

64 

122 

92 

37 

Labarge 

38 

91 

151 

36 

37 

Landauer 

155 

9 

152 

186 

97 

Laserscope 

7 

99 

40 

1 

4 

Lee  Enterprises 

193 

138 

119 

182 

26 

Lifeline  Systems 

153 

130 

137 

94 

11 

LKQ 

89 

182 

93 

25 

NA 

LoJack 

84 

49 

138 

146 

76 

Lufkin  Industries 

163 

194 

182 

153 

58 

Macrovision 

134 

41 

64 

180 

48 

Marine  Products 

71 

29 

109 

97 

43 

Maritrans 

156 

165 

198 

115 

78 

Marten  Transport 

179 

175 

157 

161 

24 

Matthews  International 

87 

37 

76 

140 

22 

Medical  Action  Industries 

149 

78 

86 

112 

82 

Medicis  Pharmaceutical 

85 

95 

63 

151 

21 

Mentor 

58 

21 

105 

126 

100 

Meridian  Bioscience 

68 

22 

164 

132 

44 

Metrologic  Instruments 

114 

187 

99 

5 

5 

Micros  Systems 

93 

147 

154 

11 

46 

Middleby 

10 

4 

52 

14 

NA 

Mobile  Mini 

169 

157 

90 

191 

39 

Mod-Pac 

117 

130 

83 

160 

NA 

Molecular  Devices 

191 

198 

138 

195 

60 

Monarch  Casino  &  Resort 

69 

42 

174 

27 

NA 

Monro  Muffler  Brake 

183 

152 

155 

137 

19 

Movado  Group 

198 

189 

200 

174 

16 

MTC  Technologies 

67 

38 

20 

119 

21 

Multi-Color 

41 

32 

62 

114 

99 

National  Presto  Industries 

200 

191 

179 

199 

25 

Natural  Gas  Services  Group 

46 

178 

12 

47 

26 

Navigant  Consulting 

98 

147 

85 

45 

27 

Neogen 

182 

162 

79 

129 

NA 

Netgear 

54 

172 

61 

18 

NA 

OMI 

13 

40 

23 

77 

NA 

Orbit  International 

78 

116 

147 

30 

82 

Packeteer 

77 

177 

49 

16 

52 

Panera  Bread 

28 

105 

22 

50 

40 

Parlux  Fragrances 

104 

159 

170 

76 

37 

Pediatrix  Medical  Group 

100 

100 

50 

65 

69 

Pern  Virginia 

141 

128 

34 

193 

53 

Piantronics 

133 

24 

162 

181 

45 

Progress  Software 

176 

113 

176 

182 

66 

Psychiatric  Solutions 

50 

175 

1 

70 

26 

QLogic 

81 

95 

123 

12 

COMPANY 

WHERE  THEY  RANK 

OVERALL  1 

i'.^=B  BOARD  OF 

EPS 
GROWTH 

Quality  Systems 

47 

65 

59 

66 

RC2 

96 

118 

101 

46 

88 

Reliv  International 

43 

23 

129 

31 

17J 

Remington  Oil  &  Gas 

4 

58 

45 

4 

57j 

ResMed 

51 

35 

28 

104 

24  1 

Resources  Connection 

16 

89 

42 

88 

NA 

Rimage 

147 

86 

145 

192 

52 

Rocky  Shoes  &  Boots 

111- 

182 

167 

12 

35 

Royal  Gold 

35 

45 

26 

57 

39  J 

Safenet 

62 

195 

5 

10 

34 

Schawk 

140 

80 

172 

141 

17~1 

Scientific  Games 

34 

102 

51 

17 

78 

Serena  Software 

90 

67 

113 

168 

44 

SFBC  International 

55 

162 

2 

74 

60_J 

Shuffle  Master 

20 

5 

72 

81 

89  | 

Sonic 

95 

43 

82 

127 

52 

Southwestern  Energy 

49 

70 

185 

82 

81 

Spectralink 

172 

138 

125 

159 

78 

Speedway  Motorsports 

192 

112 

194 

163 

NA 

SS&C  Technologies 

66 

111 

134 

34 

NA 

St  Mary  Land  &  Exploration 

14 

54 

38 

96 

44  j 

Stericycle 

83 

75 

114 

61 

3 Pi 

Stone  Energy 

152 

69 

133 

190 

63 

Stratasys 

135 

169 

91 

44 

67 

Strayer  Education 

47 

3 

53 

125 

86 

Sun  Hydraulics 

113 

170 

195 

85 

31 

Superior  Energy  Services 

106 

162 

70 

172 

71 

SurModics 

24 

66 

30 

58 

13 

Sybron  Dental  Specialties 

160 

18 

165 

184 

8 

Synaptics 

15 

60 

32 

48 

6 

Talx 

29 

158 

14 

42 

64 

Techne 

88 

33 

132 

121 

8 

Tetra  Technologies 

123 

181 

140 

101 

6 

Travelzoo 

3 

15 

3 

23 

8 

Triad  Guaranty 

175 

93 

87 

167 

32 

Trimble  Navigation 

151 

146 

102 

145 

26 

Unit 

45 

123 

48 

131 

52 

United  Industrial 

86 

7 

127 

148 

98 

United  Panam  Financial 

19 

125 

19 

43 

33 

United  States  Lime  &  Minerals 

108 

186 

125 

26 

55 

U.S.  Physical  Therapy 

128 

38 

104 

150 

50 

Usana  Health  Sciences 

5 

8 

59 

24 

11 

Verint  Systems 

105 

142 

108 

15 

18 

Waste  Connections 

166 

1 1R 

74 

117 

32 

Websense 

22 

121 

7 

28 

32 

Whiting  Petroleum 

56 

110 

46 

169 

64 

Wright  Medical  Group 

162 

171 

83 

41 

76 

Yankee  Candle 

101 

14 

116 

109 

99 

Young  Innovations 

170 

83 

142 

144 

41 

Zebra  Technologies 

186 

84 

162 

170 

44 

&umpahjcs  ii>  applicable  stock  index  as  of  Sept  30  A  score  of  50  means  thai  the  company  scored  better  than  50%  of  the  companies  in  its  index.  NA:  Not  available  or  not  applicable, 
sfrnmonaf  Shareholder  Sor  vices;  William  O  Ncil  &  Co 
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NASA  has  out-of-this-world  ideas.  To  share  them 
with  colleagues  in  our  world,  they  use  the  multi-platform 
capabilities  of  Xerox  DocuShare®  software. 
There's  a  new  way  to  look  at  it. 


XEROX 


|  Technology  |  Document  Management  j  Consulting  Services 


rox.com/learn  1-800-ask-xerox  ext.  LEARN 


)5  )^EROX  CORPORATION  All  rights  reserved  XEROX*  DocuShare*  ana  There's  a  new  way  to  look  at  it*  are  trademarks  of  XEROX  CORPORATION  in  the  United  States  and/or  other  countries. 


I  Makers &Breakers 


For  more  financial  stats,  go  to  www.forbes.com/makers. 


Videogame  makers  suffer  every  time  there's  a  shift  in  platforms. 
Customers  are  holding  off  buying  new  games  for  the  upcoming 
Sony  PlayStation  3  and  Microsoft  Xbox  360,  likely  to  debut 
around  the  holidays.  So  game  giant  ELECTRONIC  ARTS  (56,  ERTS)  is 
having  a  dreadful  time.  The  fiscal  year  ended  in  March  was  sub- 
par,  and  in  the  first  quarter  EA  suffered  a  loss — something  it 


hadn't  had  since  fiscal  year  2001,  amid  the 
changeover  from  PlayStation  1  to  2.  The  stock  has 
slumped  19%  since  March,  prompting  at  least 
eight  shareholder  lawsuits. 

To  Wedbush  Morgan  Securities  analyst 
Michael  Pachter,  these  circumstances  present  a 
buying  opportunity.  Pachter  points  out  that  this 
Christmas  EA  will  have  little  competition  for  its 
popular  Madden  NFL  game.  Last  year  Madden  was 
up  against  Take-Two's  Grand  Theft  Auto:  San 
Andreas  and  Microsoft's  Halo  2. 

Also  helping:  Pachter  expects  Sony  to  drop  the 
price  of  its  PSP  portable  game  system  from  $250 
to  $99.  More  people  would  then  be  on  the  prowl 
for  PSP  games,  which  currendy  account  for  9%  of 
EA's  revenues. 

At  45  times  trailing  earnings,  industry  leader 
EA  is  more  expensive  than  its  competitors.  But  EA  trades  at  34 
times  free  cash  flow  (net  operating  cash  flow  minus  capital 
expenditures),  lower  than  all  other  videogame  companies! 
except  for  Activision,  which  trades  at  23  times  free  cash  yetj 
whose  ratio  of  capital  spending  to  sales  is  only  one-third  that! 
of  EA.  — Dorothy  Pomerantz 


Fiber  Flier 


Things  Go  Better  Dimming 


Metromedia  International  was  once  a 
budding  cable,  radio  and  Internet  power- 
house in  eastern  Europe  and  Asia.  Now 
it's  a  mess.  The  company  hasn't  filed 
financial  statements 
since  last  December 
and  is  planning  to 
restate  back  to  2002; 
in  2001  it  suspended 
preferred  dividends. 
Still,  the  company  is 
busily  splitting  itself 
up,  and  Lawrence 
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Caplan  of  National  Securities  sees  oppor- 
tunity in  the  7.25%  preferreds  for  METRO- 
MEDIA (39,  mtrmp),  trading  at  a  discount  to 
their  $50  par  value. 

Caplan  says  the  asset  sales  will  allow 
Metromedia  to  pay  up  back  dividends 
and  redeem  the  preferreds.  In  August  it 
sold  Russian  telecom  provider  ZAO  Peter- 
Star  for  $215  million.  Next  on  the  block  is 
Metromedia's  stake  in  MagtiCom,  the 
largest  cell  phone  company  in  the  Repub- 
lic of  Georgia.  — Daniel  Kruger 


With  U.S.  soft  drink  volumes  as  flat  as 
old  soda,  Coca-Cola  is  looking  for 
growth  overseas.  And  one  of  its  prime 
international  distributors,  COCA-COLA  HEL- 
LENIC BOTTLING  (29,  CCH),  is  delivering. 
Coca-Cola  Hellenic  (24%  owned  by  par- 
ent Coke)  saw  earnings  expand  a  solid 
15%  in  the  year's  first  half,  to  $186  mil- 
lion, on  $2.7  billion  in  sales. 

Headquartered  in  Athens,  it  sells  in  26 
nations,  many  in  the  developing  world. 
Lauren  Torres,  a  vice 
president  at  HSBC 
Global  Research, 
notes  an  18%  sales 
growth  in  Russia  last 
year.  At  21  times 
trailing  earnings,  the 
company  is  costlier 
than  U.S. -focused 
rival  Pepsi  Bottling  Group  (15)  and 
domestic  cousin  Coca-Cola  Enterprises 
(14).  But  Coca-Cola  Hellenic's  double- 
digit  revenue  growth  is  far  stronger. 

— David  Serchuk 


Stock  price 


Utility  stocks  are  doing  well  lately, 
especially  ones  with  strong  dividends.  Per- 
haps that's  why  UIL  HOLDINGS  (50,  UlL)  picked 

itself  off  the  floor 
after  a  lousy  second- 
quarter  report  in 
early  August:  Earn- 
ings had  dropped  by 
two-thirds.  The  stock 
plunged  from  $55 
to  $49  on  the  news 
but  then  recovered. 
UIL's  lavish  annual  dividend  of  $2.88  per 
share  exceeds  its  expected  2005  earnings 
by  83  cents. 

David  M.  Schanzer,  an  analyst  at  Jan- 
ney  Montgomery  Scott,  wonders  how 
long  UIL  can  maintain  this  generous  pay- 
out. While  UIL's  Connecticut  public  util- 
ity component,  United  Illuminating,  does 
fine,  electrical  contracting  unit  Xcelecom 
(one-third  of  revenues)  keeps  racking  up 
losses.  For  2005's  first  half,  UIL's  earnings 
fell  60%  to  $6.6  million,  on  $558  million 
in  sales.  Short  the  stock. — Susan  Kitchem 


Even  in  the  age  of  the  Internet,  the  majority  of  identity  theft  still  takes  place  in  low-tech  ways— from  stealing 
purses  and  wallets,  to  sifting  through  garbage  for  discarded  statements  and  receipts. 

Identity  theft  hurts  the  victim.  And  it  hurts  Your  Credit  Card  Companies.  So  we're  fighting  back— both 
on  the  Internet  and  off— with  a  wide  range  of  proactive  technologies  and  programs.  For  instance,  every 
credit  card  application  is  verified  by  checking  its  information  with  one  or  more  of  the  national  credit  bureaus. 
If  a  fraud  or  victim  alert  has  been  posted,  the  applicant  is  contacted  directly.  To  learn  more  about  what  we're 
doing— and  what  you  can  do— go  to  our  Web  site,  www.YourCreditCardCompanies.com. 


Your  Credit  Card  Companies  citi 


mbna  -f. 


DISC  VER 


CHASE  © 


I A  group  of  financial  services  companies  that  have  joined  together  to  help  you  understand  consumer  credit. 


The  Patient  Investor  i  John  W.  Rogers  Jr. 


Emotional 
Investing 

ARE  YOU  A  BULL  OR  A  BEAR?  A  TORTOISE  OR  A  HARE? 
Your  answer  is  not  as  important  as  how  you  arrived  at 
it.  The  investment  world's  biggest  divide  these  days  is 
between  two  competing  interpretations  of  reality:  the 
efficient  market  theory  and  behavioral  finance.  The 
University  of  Chicago,  where  I  am  a  trustee,  is  home  to  two  of 
the  most  distinguished  champions  of  these  beliefs:  Eugene  Fama 
for  the  efficient  market  approach  and  Richard  Thaler  for  the 
behavioral  one. 

My  corporate  finance  professor,  Burton  Malkiel,  taught  me 
efficient  market  theory.  Efficiency  theorists  argue  that  markets 
are  completely  rational  and  stocks  priced  to  reflect  all  informa- 
tion known  to  investors.  If  there's  a  piece  of  news  about  a  stock, 
investors  will  act  prompdy  and  adjust  the  share  price.  If  the  mar- 
ket is  efficient,  you  can't  beat  it.  At  least  not  consistently  and  over 
a  long  span  of  time.  The  only  exception  is  small-  and  mid-cap 
stocks  that  are  generally  less  followed. 

But  while  the  market  efficiency  theory  is  useful,  it  doesn't 
convey  the  whole  story  of  how  people  invest.  Human  emotions, 
such  as  fear  and  greed,  obviously  drive  investor  decisions. 
Behaviorists  hold  up  studies  showing  that  the  cheap  shares, 
those  with  low  price/earnings  ratios,  beat  expensive  (high 
price/earnings)  offerings,  over  time.  Value  trumps  growth,  in 
other  words.  If  share  prices  are  completely  rational,  how  can  one 
type  of  stocks  outperform  another? 

Although  some  might  argue  that  these  pro-value  studies  are 
flawed,  behavioral  academics  are  on  the  firmest  ground  citing 
the  madness-of-crowds  phenomenon.  Most  people  make  the 
same  mistakes  over  and  over.  The  most  prevalent  one  is  to  pile  in 
at  the  peak  with  everyone  else.  Since  fitting  in  is  easier  than 
sticking  out,  investors  flock  together  even  when  the  results  turn 
out  bad.  As  the  great  economist  John  Maynard  Keynes  said,  "It  is 
better  for  reputation  to  fail  conventionally  than  to  succeed 
unconventionally."  No  portfolio  manager  ever  got  fired  for  buy- 
ing IBM. 

Harvard  professor  Jeremy  Stein  visited  my  firm  this  summer 
to  explore  the  com- 


the  "recency  effect."  That's  when  people  overweight  curren) 
information  and  assume  that  the  future  will  follow  the  presenj 
So  they  buy  what's  hot  and  avoid  what's  not.  Another  behavion 
quirk  is  overconfidence.  In  a  well-reported  1981  study,  90%  c 
Swedish  drivers  rated  themselves  "above  average."  This  is  statis 
tically  impossible.  A  word  to  the  wise:  People  rarely  know  a| 
much  as  they  think — creating  still  more  price  inefficiency. 

Behavioral  finance  substantiates  many  of  the  core  tenets  c 
value  investing,  which  I  have  practiced  for  decades:  buying  grea 
businesses  when  they  are  out  of  favor  and  selling  below  thej 
intrinsic  worth,  such  as  the  following. 

Radio  One  (13,  ROIAK)  is  the  country's  seventh-largest  radi 
broadcaster,  with  a  dominant  following  among  African-Amer 
ican  and  urban  audiences.  Founded  25  years  ago  with  a  singll 
AM  station,  today  the  company  boasts  69  stations  reaching 
million  listeners  each  week.  Radio  One  was  hit  by  a  genera 

advertising  slowdown  tha 
began  in  2000.  Critics  argui 
satellite  radio  (XM  and  Siriua 
and  personal  music  mak 
ers  (Apple's  iPod)  will  poacl 
traditional  radio  listeners. 

Yet  Radio  One  is  expandini 
its  base  to  overcome  these  chal 
lenges.  It  just  acquired  a  cor) 
trolling  interest  in  Reac 
Media,  whose  popular  Tot\ 
Joyner  Morning  Show  gives 
access  to  even  more  nations 
advertisers.  And  the  companl 
along  with  Comcast  and  oth 
ers,  has  launched  the  TV  On 
cable-and-satellite  networH 
oriented  toward  black  viewership;  it  already  reaches  22  millio 
households.  Radio  One  changes  hands  at  a  28%  discount  to  m 
$18  estimate  of  private  market  value. 

Ambac  Financial  Group  (71,  ABK)  is  a  leading  municipal  bon 
insurer.  Its  triple-A  ratings  rest  on  disciplined  underwritin 
standards  and  stringent  expense  management.  The  stock  ha 
slumped  on  concerns  about  rising  interest  rates  and  potentu 
defaults  by  hurricane-damaged  Gulf  Coast  towns.  Fear  no 
Municipal  bonds  have  historically  low  loss  rates.  Ambac  sells  £ 
a  32%  discount  to  my  $  1 04  intrinsic  value  estimate. 

Career  Education  (35,  CECO)  is  the  second-largest  player  in  foi 
profit  higher  education,  with  81  schools,  colleges  and  universi 
ties  providing  curriculums  in  everything  from  culinary  arts  t 
business.  Since  going  public  in  1998,  Career  Ed  has  achieve 
record  revenue  and  net  income  every  quarter.  Unfortunately,  it 
recruiting,  reporting  and  accounting  are  undergoing  state  an 
federal  probes.  I  see  the  recent  price  drop  (the  stock  is  dow 
from  $40)  as  a  buying  opportunity.  Isolated  accusations  at 
overblown.  It  trades  at  a  42%  discount  to  my  $61  estimate. 


Warring  theories 
seek  to  explain 
how  investing 
works.  But 
there's  little 
doubt  psychology 
plays  a  vast  role 
in  making  people 
pick  stocks. 


exities  of  behavioral  FOI"bCS    I  J°hn  W'  Rogers  Jr  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management,  LLI 

u:e.  We  examined  1  ■  com    !  the  adviser  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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OPEN  from  American  Express™  and  Hertz  have  joined  together  to  save  your  company  money. 

Now  it's  easy  to  save  even  more  at  Hertz.  Just  pay  with  an  American  Express®  Business  Card  and  save 
an  extra  5%  off  your  total  rental  charges,  including  surcharges  and  taxes.  The  extra  5%  savings  will 
automatically  appear  on  your  American  Express  statement  and  is  combinable  with  any  Hertz  GDP. 

The  savings  continue  to  add  up  when  you  use  Hertz  CDP#306613  for  up  to  20%  off  Hertz  Business  Travel 
Rates.  Plus,  as  an  American  Express  Business  Cardmember,  you  are  entitled  to  a  fee-waived  Hertz  #1 
Club  Gold®  membership,  our  fastest  way  to  rent  a  ear.  For  details,  go  to  http://www.hertz.com/open. 

To  make  a  reservation,  go  to  hertz.com,  call  1-800-654-3131  or  contact  your  travel  professional. 
To  learn  more  or  apply  for  an  American  Express  Business  Card,  call  1-888-473-5816  or  visit 
open  .amerieanexpress.  com/hertz . 


AMERICCUMl 
lEXgRESS 


OPEN 


FOR  BUSINESS 


Rent  Wisely.8 


L  Keyword:  hertz 

rtz  rents  Fords  and  other  fine  cars.  <§>  Rc-e.  u.s.  pat  off.  ©  2005  Hertz  System,  inc. 

K  u?UR  fNFORMATION!  To  receive  your  5%  savings,  payment  must  be  made  with  an  American  Express®  Business  Card  Savings 
ailable  only  at  participating  U.S.  locations.  Participation  and  offers  are  subject  to  change  without  notice.  Hertz  terms  and  conditions 
[Pty-  * or  more  information  please  visit  opcn.americanexprcss.com/savings. 


Capital  Markets  Marilyn  Cohen 


Quest  for  Yield 


THE  FLAT  YIELD  CURVE  HAS  BEEN  WORRYING  BOND 
investors  for  months.  Right  now  scant  difference  exists 
between  short-  and  long-term  interest  rates.  You  aren't 
earning  much  extra  yield  for  the  risk  of  extending 
your  maturities.  The  Federal  Reserve  has  been  jacking 
up  short  rates  while  longer  maturities'  yields  haven't  budged 
much,  likely  because  of  heavy  buying  from  abroad. 

So  even  more  than  before,  investors,  whether  institutional  or 
individual,  are  on  a  quest  for  yield.  To  help  you  out  I  have 
scoured  the  field  and  come  up  with  a  few  choice  ideas  that 
present  unusual  values  today.  Eking  out  a  quarter-  or  half-point 
of  extra  yield  may  not  sound  like  much,  but  this  additional  pay- 
out makes  a  difference  over  time. 

In  the  ten  years  I've  been  writing  this  column,  I  have  never 
once  recommended  certificates  of  deposit;  I  am  now.  That's 
right,  boring,  stodgy,  dull  CDs  that  you  get  at  your  bank.  Stick  to 
one-year  certificates,  yielding  4.4%  or  better.  Longer-term  CDs 
don't  pay  you  that  much  more.  If  your  bank  won't  come  close  to 
offering  4.4%  for  one  year,  see  bankrate.com  for  the  highest- 
yielding  one-year  CDs  available  in  your  state  or  throughout  the 
nation.  The  best  ones  as  of  early  October  came  from  M&T  Bank 
of  Oakfield,  N.Y.,  at  4.48%. 

Next  in  my  conga  line  of  ideas  is  a  stunningly  simple  one: 
bonds  from  government  agencies.  Investment-grade  corporates 
yield  just  0.81  percentage  point  over  Treasurys.  That's  too  little, 
given  that  corporate  credit  quality  is  deteriorating  and  the  Fed 
hasn't  finished  raising  rates.  However,  government  agency 
spreads  over  Treasurys  are  more  generous. 

How  come?  Probably  due  to  the  Fannie  Mae  and  Freddie 
Mac  accounting  scandals  and  continued  congressional  balance- 
sheet  scrutiny  of  them.  But  hey,  take  advantage  of  this.  The  fed- 
eral government  will  not  allow  these  entities  to  default.  Despite 
all  that  has  gone  wrong,  they  still  get  the  highest  credit  ratings. 

In  mid-September  Fannie,  Freddie,  the  Federal  Farm  Credit 
Bank  and  the  Federal  Home  Loan  Bank  all  issued  five-year,  5% 
coupon  bonds  at  par.  Call  protection  varied  from  2  to  24 
months.  These  issuers  come  to  market 
almost  every  day,  hence  there's  plenty  of  I  K-r:--r'rfc_.|^_c, 
paper  to  go  around.  With  the  agencies,  pur-  I  ^SsFom 


chase  only  new  issues  so  you  are  guaranteed  a  fair  price.  Get  all 
the  details  on  the  call  features  to  see  which  issue  is  the  best  buy. 

Five-year  corporates  with  the  same  credit  quality,  like  Wal- 
Mart  noncallable  bonds,  pay  just  4.7%.  To  get  better  yields  from 
corporates,  you  must  go  down  the  credit  ladder.  In  the  same 
week  as  the  agencies  came  to  market,  Marsh  &  McLennan  issued 
five-year,  5.15%  bonds  rated  a  near-junk  BBB  by  Standard  & 
Poor's,  Baa2  by  Moody's.  Or  there's  the  BBB-rated  Health  Care 
Property  4.875%  five-year  noncallable  corporate  at  99.6  cents  on 
the  dollar  for  a  4.97%  yield  to  maturity. 

If  you  insist  on  a  corporate  issue,  look  at  preferreds- 
they're  more  liquid  than  bonds  and  are  sold  at  smaller 
prices  ($25  or  $100,  versus  $1,000).  Search  for  preferreds  with 
yields  that  readjust  with  prevailing  interest  rates.  Southern  Cali- 
fornia Edison  (100,  ElX)  at  5.35%  is  BBB-  rated  by  S&P,  Baa3  by 
Moody's.  This  4-million-share  issue  came  to  market  at  $100 

in  April  2005.  At  par  they  earn 
5.35%  until  April  2010.  Then, 
if  rates  are  lower,  these  will  be 
called  or,  if  they  are  not,  the 
dividend  will  rise,  reset  quar- 
terly. The  reset  formula:  1.45 
percentage  points  higher  than 
whichever  is  paying  the  most: 
three-month  London  Inter- 
bank Offered  Rate  (Libor), 
10-year  Treasurys  or  30-year 
Treasurys.  So  whether  the  curve 
is  flat,  positive  or  inverted,  you 
get  the  benefit.  Although  these 
securities  are  called  "pre- 
ferreds," they  look  more  like 
bonds  than  stocks,  and  their 
coupons  are  eligible  for  the  1 5%  tax  rate  on  dividends. 

If  you  like  the  moving-parts  concept  yet  can't  live  with 
Southern  California  Edison's  lowish  yield,  try  a  junkier  pre- 
ferred. Scottish  Re  Group  (25.SCT),  a  global  life  reinsurance  com- 
pany, is  rated  BB-  by  S&P,  Bal  by  Moody's.  Scottish  Re  sells  life 
insurance  and  what  they  call  "wealth -management  products." 

In  June  the  company  issued  5  million  preferred  shares  at 
$25.  Since  credit  quality  is  far  from  pristine,  you  get  paid  for 
the  risk:  a  7.25%  dividend  until  July  2010,  and  then  (assum- 
ing it  doesn't  get  called  away)  3.5  points  higher  than  the  high- 
est of — once  again — three-month  Libor  and  10-  or  30-year 
Treasurys. 

It's  challenging,  even  for  professionals,  to  know  where  to 
invest  in  the  fixed-income  market  when  the  yield  curve  is  flat 
and  low.  That's  why  you  should  be  prudent  and  spread  your 
money  around.  Other  than  the  CDs,  though,  don't  concen- 
trate in  one-year  instruments.  You  will  blink,  the  year  will  be 
over  and  then  you  must  go  through  the  hassle  of  reinvesting 
a  lot  of  money.  F 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 


A  flattening 
yield  curve 
makes  decent 
payouts  harder 
to  find.  But  yes, 
you  can  eke  out 
semidecent 
yields  still. 
Here's  how. 
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Where  Patsy  Cline, 
Johnny  Cash  and 
Roy  Orbison  are  still 
performing. 
By  David  Serchuk 

!■  T'S  NOT  EVERY  DAY  THAT 
I  you  see  Johnny  Cash  sing 
I  "Foisom  Prison  Blues"  from 
I  20  feet  away.  Okay,  this  was 

I  not  the  Man  in  Black  him- 
elf — he  had  been  dead  for 
iree  months.  This  was  a  skilled 
mpersonator  performing  in 
)ecember  2003  at  the  Lincoln 
amboree,  a  country  variety 
tiow  in  Hodgenville,  Ky.  The 
ash  man,  singer/songwriter 

[  i  Michael  Goodman,  next  slipped 
nto  Presley  silks  and  tore 
ihrough  the  King's  "You  Gave 
s4e  a  Mountain." 

Like  other  shows  around  the  U.S.  (see 
box,  p.  224)  the  Jamboree  manages  to  be 
'  vildly  popular  locally  without  being  at 

II  famous  nationally.  I'd  be  lying  if  I  said 
jhe  audience  members  rose  to  their  feet — 
:o  many  had  walkers— but  they  gave 
I  joodman  hearty  applause.  They  did  the 

ame  for  the  faux  George  Jones,  faux 
I  .oretta  Lynn  and  faux  Little  Jimmie  Dick- 
L-ns.  This  once-a-month  "tribute"  section 
!s  just  a  small  part  of  the  weekly  three- 
lour  Jamboree. 

One  man,  Joel  Ray  Sprowls,  has  em- 
:eed  the  Jamboree  for  its  entire  51 -year  run. 
n  Cal  Ripken-fashion  he  has  missed  just 
15  of  2,600  shows — and  those  only  because 
le  suffered  an  airplane  crash  and  an 
ineurysm.  Though  not  at  the  same  time. 


"In  high  school  I  was  always  the  toast- 
master  of  banquets,  the  comedian,"  says 
Sprowls,  77,  of  his  showbiz  start.  He  began 
the  Jamboree  to  showcase  his  own  music 
group,  long  since  disbanded.  "I  wanted  to 
do  something  like  the  Grand  Ole  Opry, 
although  I  had  never  seen  it,"  he  says.  "I 
wanted  country  music  fans  from  one  end 
to  another  to  attend.  I  wanted  country 
music  around  me  the  rest  of  my  life." 

The  Lincoln  Jamboree — named  for 
Hodgenville  native  Abraham  Lincoln — is, 
despite  its  somewhat  cornpone  vibe,  pro- 
fessional. Sprowls  moves  it  briskly  along 
and  writes  new  jokes  each  week.  Show  tick- 
ets are  a  bargain  at  $8. 

Performers  come  mostly  from  area  tal- 
ent vying  for  careers  in  Nashville,  two 


hours  away,  and  this  farm  team  has  sent 
many  players  to  the  big  leagues.  Singer 
Patty  Loveless,  pedal  steel  player  Tommy 
White  and  George  Jones'  former  band- 
leader Ronnie  Gaddis  all  began  at  the  Jam- 
boree. Established  stars  like  Jerry  Lee 
Lewis,  Flatt  &  Scruggs  and  the  Oak  Ridge 
Boys  also  have  performed  here. 

As  for  the  842  seat  holders:  It's  a  polite 
crowd,  and  not  only  because  it's  a  bit  geri- 
atric. LaRue  County  is  dry. 

Even  by  the  early  1970s  this  wholesome 
atmosphere  had  made  the  Jamboree  some- 
what anachronistic,  says  Patty  Loveless, 
who  as  a  teen  started  performing  here. 
Once  before  a  show  she  donned  a  pair  of 
short  shorts  in  homage  to  the  popular  song 
"Country  Girl  With  Hot  Pants  On." 
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You  know  that  question 
that  goes  through  your  mind 
when  you  take  your 


1> 


generic  arug  t 

Here's  the  answer. 


FDA  ensures  that  your  generic  drug  is  safe  and  effective.  All  generic  drugs 
are  put  through  a  rigorous,  multi-step  approval  process.  From  quality  and 
performance  to  manufacturing  and  labeling,  everything  must  meet  FDA's 
high  standards.  We  make  it  tough  to  become  a  generic  drug  in  America  so 
it's  easy  for  you  to  rest  assured.  Call  1-888-INFO-FDA 
or  visit  our  website  at  www.fda.gov/cder/  to  learn  more,  j^j 

Generic  Drugs:  Safe.  Effective.  FDA  Approved.    U  S  Food  and  Drug  Administration 

U.S.  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


life. 

Sprowls  made  her  change.  "It  really  die 
hurt  my  feelings,"  Loveless  remembers 
"But  Joel  Ray  hugged  up  to  me  and  said 
'I  just  don't  think  it's  proper;  this  is  a  fam- 
ily show.'  Boy,  has  times  changed." 

Heather  Norwood,  a  1 7-year-old  fiddly 
prodigy  from  Fordsville,  Ky.,  has  per 
formed  at  the  Jamboree  since  she  was  5  anc 
likes  the  intimate  atmosphere.  Between  seq 
musicians  socialize  with  the  audience.  Oni 
time,  she  says,  a  father  brought  over  his  fid 
die-playing  son  to  meet  her,  explaining  \hi 
child  was  to  audition  that  night.  Norwooc 
volunteered  to  fiddle  along  with  him,  anc 
together  they  played  for  Sprowls.  Says  Nor- 
wood: "I  don't  think  I'm  anything  special 
but  people  like  to  talk  to  someone  witrj 
more  musical  experience." 

Last  year  Sprowls  cleared  $52,000  pre 
tax  on  ticket  sales  of  $240,000  and  made 
another  $20,000  from  a  restaurant  attached 
to  the  theater.  He  calls  his  1961  purchase 
of  the  building  "the  best  thing  I've  evel 
done"  businesswise.  And  the  worst?  "Pats^ 
Cline.  I  had  a  chance  to  get  her  for  $100  in 
1960,  but  I  turned  it  down  because  girli 
weren't  that  popular  then."  Has  he  changed 
his  ways?  Nope.  A  hundred  bucks  is  all  hfi 
gives  new  performers  now.  I 

Music  Off 

The  Reaten  Path  

►  Swallow  Hill  Music  Association,  Denver. 

At  this  cross  between  a  music  school  and  a 
concert  hall  students  perform  bluegrass,  con- 
temporary folk  and  Celtic  music. 

►  Ernie  K-Doe  Mother-in-Law  Lounge, 
New  Orleans. 

K-Doe  died  in  2001,  but  his  widow,  Antoinette, 
has  kept  the  soul  flame  going.  However,  it's 
still  too  early  to  tell  what  will  become  of  it 
post-Katrina. 

►Passim  Folk  Music  &  Cultural  Center, 
Cambridge,  Mass. 

Joan  Baez,  Suzanne  Vega  and  John  Gorka 
each  cut  their  teeth  at  this  Cambridge  folk  clue 
and  school. 

►Renfro  Valley  Entertainment  Center, 
Renfro  Valley,  Ky. 

This  showcase  for  country  music,  50  miles 
from  Lexington,  offers  different  shows  every 
night  of  the  summer.  Keep  an  eye  out  for  the 
Moron  Brothers  comedy  act. 

►  Amato  Opera,  New  York  City. 

Skillful  editing  channels  grand  operas  onto  a 
tiny  stage  and  into  a  90-minute  performance 
time.  Where  else  can  you  see  Aida  for  $15? 
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Life  insurance  rates 
drop  to  all-time  lows 

Call  today  for  free  quotes.  Our  new  computer  system  will  compare 
the  rates  of  over  60  leading  companies,  reveal  best  buys  to  you. 


Best  Rates  for  Females 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$29 

$64 

$123 

45 

$46 

$107 

$210 

50 

$68 

$163 

$322 

55 

$106 

$259 

$513 

60 

$157 

$385 

$760 

65 

$257 

$635 

$1,266 

70 

$395 

$979 

$1,952 

Best  Rates  for  Males 

10-Year  Term  Life,  Sample  Monthly  Premiums 

Age 

$1,000,000 

$2,500,000 

$5,000,000 

40 

$30 

$66 

$127 

45 

$46 

$107 

$210 

50 

$73 

$175 

$345 

55 

$114 

$277 

$549 

60 

$188 

$462 

$919 

65 

$329 

$814 

$1,623 

70 

$661 

$1,644 

$3,282 

Also  available:  15,  20,  25,  30  year  and  level-premium-for-life  plans 
0  Call  1-800-441-0072  right  now  for  free  quotes  &  advice 
0  Or  visit  www.insure.com  for  instant  quotes 
0  NEW!  Also  quoting  auto,  health,  home  and  more. . . 
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www.insure.com  to  obtain  life  insurance  quotes  specific  to  your  health  history  profile.  ©2005  Quotesmith.com,  Inc.,  8205  South  Cass  Avenue,  Suite  102,  Darien,  Illinois, 
60561  and  Life  Quotes,  Inc.,  32045  Castle  Court,  Evergreen,  CO  80439.  All  rights  reserved.  CA  agent  #0A13858,  LA  agent  #200696.  MA  agent  #333509159. 
Quotesmith.com,  Inc.  dba  lnsure.com  Insurance  Services  in  CA  under  agent  #0827712,  in  LA  under  agent  #205078.  Quotesmith.com,  Inc.  dba  lnsure.com  Insurance 
Services,  Inc.  in  UT  under  agent  #90093.  Quotesmith.com  dba  lnsure.com  and  Life  Quotes.lnc.  in  CO. 
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Business  Classified 


Dali  Prin 


BANK  SAYS  'NO'?... 
WE  SAY  ' YES! ' 

We'll  pay  you  cash  for  your  company's  ongoing 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  $2,500,000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 
(or  888-505-7332  for  recorded  information) 
www.4capitalsolutions.com 


TIMESHARES 


save  up  to  . 


70 


% 

off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  800-640-7639 

HOLIDAYGROUP.com/fm 


Legal  Set^e&ZB, 


Law  Offices  of  Andrew  J.  Schatkin 

Labor  and  Employment  Matters; 
Immigration;  Personal  Injury; 
Appeals;  National  and 
International  Listed  in 
Who's  Who  in  America. 

P:  516-932-8120  •  718-229-2761 
F:  516-465-7068  .  718-279-7247 

e-mail:  schaktin@yahoo  com 
For  further  information  please  consult 
www.schatkinlaw.com 


[The  Forbes  Collector  3 


Masterpiece  or  Fake? 
Bargain  or  Ripoff? 

Let  The  Forbes  Collector  teach 

you  the  difference.  From 
American  landscape  painting  to 
modem  pr  r.tographs  to  baseball 
memorabilia,  The  Forbes  Collector 
will  show  you    lere  the  hidden 
gems  are.  Don't  miss  this  insider's 
guide.  Subscribe  and  get  4  Free 
Reports.  Call  tol!  free: 
1-877-733-7876  or  go  tc 
www.forbes.com/collectcr 


HI  Access  China  Tours 

Superior  Deluxe  Packages 

20  Itineraries  From  9  To  22  Days 

Private  &  Business  Trips 


1-800-788- 1 
www.AccessCrrinaTours.com 


Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max.  Warhol.  Neiman,  Erte .  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto.  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20.000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


Forbes 


SLAM  DUNK  INVESTING  IN  OIL 


Curtis  Hesler,  Editor  of 
Professional  Timing  Service,  rec- 
ommended Enerplus  Resources 
(ERF)  at  $17.  It's  now  $35,  and 

still  pays  a  10%  dividend.  He 
believes  that  there  are  4  major 

opportunities-crude  oil,  gold, 
stocks  and  bonds-that  will  make 
and  break  millionaires.  Subscribe 

today  and  get  his  free  special 
report,  Oil:  Slam  Dunk  Investing 

for  Income  &  Capital  Gains. 
Call  toll  free  1-877-733-7876  or 
www.forbesnewsletters.com/pts 


RARE  DALI  PRINTS 

//  \oii  own,  or  arc  considering  the  putvntut 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  pnnts.  Badn  print  is  fully 
documented  bv  Albert  Field,  curator  of  the 
Salvador  Dal!  Archives,  and  guaranteed 
authentic.  The  catalog,  'Salvador  Dali;  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  vou  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  (SI 5  per  issue) 


\  .  j 

A  Retrospective 
of  Master  Prints 


l-(800)  275-3254 

ask  for  Dept.  FM 

BranaFineAn  •  31103  RanchoViejo  Road«2-193  •  San  Jaun  Capistrano,  CA  92675 
b»      Alt*  15332 AoiOCh St, #108,  IHilfll  MiHltH.ri  l*G72 


Heart  Health  * 


PREVENT  YOUR  HEART  ATTACK  DEATH 


Doctors  know  an  asprin  taken  at  the  onset  of 
heart  attack  symptons  can  reduce  fatalities  by  50%. 
Do  you  carry  an  asprin7 
GET  HEARTSAVER  $9.95 
A  small  water  and  shockproof  container  that 
safely  holds  emergency  asprin  Attaches  to  key  ring 
1-800-461-5536  www.heartsaver.us 


Capital  Available 


Hawaii  Vacation  Home 


ng:Maui&  Hawaii^ 

(£)  Private  Luxury 
a  Vacation  Home  s 

*"  j  Beachfront  Estates  &  Villas 
www.TropicalVillaVatations.coi 
388-875.2818  ext  202, 206, 2Q 


Investment 


ATTORNEYS  ACCOUNTANTS 
DEALMAKERS  Public  or  private 
funds  available  for  expansion  of 
projects  with  excellent  manage- 
ment and  growth  potential. 
ARBOC  INC. 561 -627-71 10 


Do  you  have  Gold 
as  an  Investment? 

If  you  do  not  Exeter 
Resource  Corporation! 
Partnerships  with  Anglo  Gold  and  Rio  Tin 
www.exeterresource.com 
888-688-9592 
ask  for  Rob  Grey  


Pre-Constmction 


Forbes  Classified 


PreConstruction.com 

Real  Estate  Presales 


Best  in  U.S.  &  Islands 
Condos  &  Houses 
Re-Sales  also  Available 
Buy*  Sell*  Invest 

877-PRE-SALE 
www.PreConstruction.com 


Small  Ads 
Bring 

Big  Results 


1-800-442-6441 


Forbes 


usinessClassified 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 
l_800-442-6441    SSS  ; 

mediopt@aol.com       your  ad 
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iness  Opportunities 


Own  A 
rivate  Bank 

100-733-2191 


FFSHORE 


I 

ompanies 
an  king 

redit  Cards  r 
rivacv  V.aPltal  AsSet 

•7  Management 

0)  710-0002     Free  Brochure 
isa/MC/Amex  www^ssetprotectloacom 


1®» 


5,000  PER  MONTH 
POTENTIAL  +++ 


dealers  are  doing  it  so  can  you!  Our 
pessful  formula  that  generates 
me  from  day  one  will  amaze  you. 
;stment  of  $14,900  normally 
vered  in  the  first  30  days  or  less. 

Sail:  1-800-399-0892 


New  Mexico  Business  Gem 

usy  natural  "pharmacy  "  Thriving  retail 
re, national/international  sales  via  cata- 
og  and  extensive  web  site.Est.1983. 
Market  is  growing  along  with  aging 
boomers.  1.2M  annual  revenue.net 
:$150K.Asking  $695K  plus  inventory, 
quiries  to  KDWHoward@hotmail.com 


m 


HE  WORLD  IS  SHRINKING!! 


I  lotechnology  is  changing  our  world 
j  our  dothes,  the  military,  science, 
:os,  medical  technology ...  every- 
ig!  Ifs  tne  investment  opportunity 
i  lifetime  for  those  who  buy  tomor- 
L/'s  superstars  today.  Trie  monthly 
|rbes/ Wolfe  Nanotech  Report 
I  ts  you  on  the  nght  side  of  history, 
I  parates  the  true  leaaers  from  the 
erhyped.  Subscribe  risk-free  at  just 
I  Save  67.5%  and  get  2  valuable 
e  Reports.  Satisfaction  guaranteed 
Forbes.  Call  800-523-7967  or  go 
» v\/vmiorbeswolfe.com/frb. 
lease  use  savings  cade  JN5SAVE. 


B  u  s  i  n  e 


Office  Furniture 


C  i  a 


s 


Premium  Ergonomic 
Task  Seating 

Full  features,  mesh  back 

Internet  special  -s399.m 
plus  s30.ffl  shipping 

i  www.e-chairusa.com 


the  ©-chair  USA  866-474-8748 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationalwatch.com 

llh  S  Chsstnul  Slreeli,  Philo ,  P*  iwd  m.mu,^. 


Legal  Services 


Award 
Winning 
Book 

Order  Now 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 


Capital  Available 


Working  Capital 

P.O./  Trade  Finance/ 
Letters  of  Credit 
Domestic  and  International 
Accounts  Receivable  Factoring 
Capstone  Business  Credit,  LLC 


212-755-3636 
212-755-6833  (Fax) 


Investment  Properties 


CALIFORNIA  SF  BAY  AREA 

1 800  FT  Above  LosGatos.  70  Acres 
+  Landing  Strip  8  +  Home  Sites 
Overlooks  SF  and  Monterey  Bay 

HONOLULU-KAILUA 

Build  Estate  or  1 8  +  Homes  on 
Panoramic  Ocean  and  Mtn.  View  Property 
8.5  Acres  Zoned  R5 
808-845-7851x102 


Forbes 


usinessClassified 


For  Advertising  Information  and  Rates  Contact: 
Media  Options: 
1-800-442-644 1 
mediopt@aol.com 


ANIMATION  and  ENTERTAINMENT  FINE  ART 

American  Royal  Arts 

Corp. 

E 

ISNEY  l 

n 

Jul 

1  %ih 

JL 

it 

VINTAGE  COLLECTION  FOUND 

Now  released    FREE  CATALOG! 
to  the  public. 


S5  ''\ 

Call  Toll  Free! 
1-800-888-9449 

wwwAmericanRoyalArts.com 


Management  Tools 


The  Forbes  Stock  Market  Course 


The  Forbes  Stock  Market  Course 

is  an  easy-to-read  common  sense 
guide  to  building  wealth.  It  is  a 
perfect  gift  for  family  and  friends 
. .  .for  anyone  who  is  interested  in 
investing.  The  newest  edition  gives 
you  a  better  understanding  of  every- 
thing from  Financial  Statements  to 
Fundamental  and  Technical  Analysis  - 
Stocks  and  Bonds  to  Futures  and 
Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine 
you  are  invited  to  take  advantage  of 
a  special  price  of  just  $99.95 
(save  $50  off  the  regular  $149.95  price. ) 

Go  to  www.torbosinc.com/smc4  and  place  your 
order  now  or  call  1-8O0-429-0106  and  give  the 
operator  a  special  savings  code  of  S3Q05 


Office  Furniture 


Authorized  Online  Dealer  for 
HON  &  BASYX 
Office  Furniture 

^*  Free  Delivery 
♦  Extensive 
Online  Catalog 
♦Volume 
Discounts 

Basyx  Mesh  Back 
Chair  Only  $279 

PlanetOfficeFurniture.com 


Ghostwriter  jM 


Have  you  always  dreamed  of  writing 
a  book  but  can't  find  the  time? 

Allow  us  to  make  your  dream  come  true. 
Call  Aaron  D.  Lewis  at 
The  Scribes  Ink,  the  leader  in 
professional  writing  services 

860-796-1955 

or  email,  scribesink@aol.com 


You  can 
charge 
vour  ad 
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THOUGHTS 

On  the  Business  of  Life 


XT' 

I^T  eeping  occasional  tabs  on  staffers  of  our  super  secrets  seems  elementary.  But  it  does  take  some 
[  manpower.  For  instance,  Vienna's  a  renowned  spy  nest  of  both  Red  and  Free  worlders.  But 

ML  wbb.apparerttly  we  have  no  eyes  there.  So  one  of  our  most  privy  intelligence  operatives  can  spend  a 
happy  weekend  being  wined  and  dined  by  Russia's  Austrian  Ambassador  in  appreciation  for  his  traitorous 
services.  It  takes  spying  to  spy-catch.  Less  checking  up  and  checking  out  of  our  intelligence  agencies,  and  a  hell 
of  a  lot  more  checking  up  and  checking  out  by  'em  is  what  we  need.  — MALCOLM  S.  FORBES  (1985) 


A  secret  in  the  Oxford  sense:  You  may  tell 
it  to  only  one  person  at  a  time. 

—OLIVER  FRANKS 


I'm  told  he's  a  decent  sort  when  you  get 
to  know  him,  but  no  one  ever  has,  so  his 
decency  is  sort  of  secret. 

—TOM  STOPPARD 


ALISON  SKIPWORTH:  You  forget  I've  been 
an  actress  for  40  years. 
MAE  WEST:  Don't  worry,  dear.  I'll  keep 
your  secret. 


While  all  deception  requires  secrecy, 
all  secrecy  is  not  meant  to  deceive. 

— SISSELA  BOK 


Many  a  deep  secret  that  cannot  be  pried 
out  by  curiosity  can  be  drawn  out  by 
indifference. 

—SYDNEY  J.  HARRIS 


Men  with  secrets  tend  to  be  drawn 
to  each  other,  not  because  they  want 
to  share  what  they  know  but  because 
they  need  the  company  of  the  like-minded, 
the  fellow  afflicted. 

—DON  DELILLO 


Love,  pain  and  money  cannot  be  kept 
secret.  They  soon  betray  themselves. 

—SPANISH  PROVERB 


The  most  difficult  secret  for  a  man  to  keep 
is  his  own  opinion  of  himself. 

—MARCEL  PAGNOL 


In  the  mind  and  nature  of  a  man, 
a  secret  is  an  ugly  thing,  like  a  hidden 
physical  defect. 

— ISAK  DINESEN 


Secrecy  is  the  badge  of  fraud. 

—SIR  JOHN  CHADWICK 


Women 's  propensity  to  share  confidences 
is  universal.  We  confirm  our  reality  by 
sharing. 

—BARBARA  GRIZZUTI  HARRISO! 


From  infancy  on,  we  are  all  spies; 

the  shame  is  not  this  but  that  the  secrets 

to  be  discovered  are  so  paltry  and  few. 

—JOHN  UPDIM 


There  are  no  secrets  in  America. 
It's  quite  different  in  England,  where 
people  think  of  a  secret  as  a  shared 
relation  between  two  people. 

— W.H.  AUDE1 


We  dance  round  in  a  ring  and  suppose, 
But  the  Secret  sits  in  the  middle 
and  knows. 

—ROBERT  FROS 


A  Text... 

Confess  your  faults  one  to 
another,  and  pray  one  for 
another,  that  ye  may  be  healed. 

—JAMES  5:16 

Sent  in  by  Diane  Sewart,  Morgan  City,  La. 
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LANTIC  SALMON  RETURN  TO  ICELAND     THE  BEST  OF  BESPOKE 
SECRETS  OF  NEW  DELHI'S  JEWELRY  MARKET 

AT  OVERLOOKED  GOLF  COURSES  *  OUR  ESSENTIAL  TRAVEL  KIT  * 
THE  MEMPHIS  TAILOR  WHO  DRESSED  ELVIS 


THE  MOST  AWARDED  NEW  CAR  EVER. 


THE  CHRYSLER  300C  *  2005  North  American  Car  of  the  Year  >  2005  AUTOMOi'l 

Car  of  the  Year  ►  2005  Edmunds.com  Most  Significant  Vehicle  of  the  Year  >  For  a  complete  list 


RYSLER 


INSPIRATION  COMES  STANDARD 


igozine  Automobile  of  the  Year  >  2005  Car  and  Driver  lOBest  "Full-Size  Sedan"  >  Money  Magazine 
ards,  visit  CHRYSLER.COM/300,  or  call  L800.CHRYSLER  >  2006  Chrysler  300  starting  at  $24,200 


'300C  as  shown,  $35,245.  MSRPs  exclude  lax.  *Based  on  automotive  owards  won  within  the  introductory  model  year  (2005). 

For  more  information  about  Chrysler  Financial,  ask  your  local  dealer. 


30  Blue  Chips  in  on 

Diamonds  (DIA)  are  all  30  gems  of  the  Dow  Jones  Industrial  Average  wrapped  up  in  one  neat  exchange  tradec 
and  of  course,  they  are  subject  to  similar  risks.  Ask  your  advisor  for  details.  It's  a  smart  way  to  add  luster  to  your  pc 


An  investor  should  consider  investment  objectives,  risks,  charges  and  expenses  of  the  investment  company  caij 
call  1-800-THE  AMEX.  Please  read  the  prospectus  carefully  before  investing.  *Usual  brokerage  comm 

i    !  American  Stock  Exchange  LLC,  pursuant  to  a  License  Agreement  with  Dow  Jones.  Diamonds  are  not  sponsored,  endorsed,  sold  or  prom 
:\  ibutors,  Inc.,  a  re<;i>u-red  broker-dealer,  is  distributor  for  the  Diamonds  Trust,  a  unit  investment  trust. 


ackage.  Brilliant. 

they're  tax  efficient,  and  have  low  management  fees,  too*  Like  stocks,  Diamonds  can  be  traded  all  day  long, 
*  (owDiamonds.com. Ticker  symbol  Amex:DIA.The  30  blue-chip  companies  of  The  Dow  in  every  share. 


T  H  E   DO  VT  INDUS  TRIALS 

DIAMONDS, 
AMERICAN 

STOCK  EXCHANGE 


investing.  To  obtain  a  prospectus,  which  contains  this  and  other  information,  go  to  www.DowDiamonds.com 

>.  Dow  Jones  Industrial  Average,""  The  Dow"  and  Diamonds'1  are  trademarks  of  Dow  Jones  ek  Company,  Inc.,  licensed  for  use  by  PDR  Services 
les  and  Dow  Jones  makes  no  representation  regarding  the  advisability  of  investing  in  Diamonds.  ©2005  American  Stock  Exchange  LLC 
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"It  is  intimate,  even 
dainty  in  places, 
daunting  in  its  gorge, 
small  and  shallow  enough 
in  most  places  for 
a  one-handed  rod,  dry 
flies  and  the  riffling 
hitch.  It  is  everywhere 
interestingly  technical, 
with  wonderful 
structure  and  character. 

The  Midfjardara 
could  well  be  God's  own 

salmon  river."  PAGE  120 
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100  Open  Desert 

Libya,  Africa's  newly  reformed  rogue  state,  rolls  out  the  magic  carpet. 
By  Todd  Pitock 

108  Rambles  with  Maggie 

A  pair  of  Yanks  find  stiff  stout,  fine  verse  and  a  trove  of  family  lore 
on  a  buddy  trip  to  three  historic  Irish  homes. 
By  Oliver  Bath 


116  Our  Old  Kit  Bag 

Fifteen  essentials  from  FYTs  jetsetters. 
Photographs  by  Ron  Reeves 


120  Icelandic  Air  Line 

Iceland's  salmon  are  back,  so  says  Ingimundur  the  Old.  Now's  the 
time  to  book  your  river  beat. 
By  Charles  Gaines 

126  The  King  and  I 

Bernard  Lansky  made  Elvis's  first  suit  and  he  made 

his  last.  Memphis's  original  rock  'n'  roll  haberdasher  tells  his  story. 

By  John  Christopher  Fine 

128  Custom  Authorities 

It  always  means  more  when  it's  handmade — from  suits  to  scents, 
hats  to  humidors. 

By  Mark  Grischke.  Photographs  by  Ron  Reeves 

COVER  Photograph  by  Todd  Pitock. 
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Usual  Suspects 

14    FROM  THE  EDITOR'S  DESK  j 

Libya  Libre 

16   THE  FYEYE  |  Nouveau  scotch,  worldly 
linen,  treasures  from  Japan,  boutique 
bindery,  cashmere  croc,  Moore  on 
tour  and  the  perfect  potato  chip:  all  the 
best,  all  for  you. 

31   TRAVEL  |  Where  have  we  been  lately? 
Edited  by  Richard  Nalley 

134   MIXED  MEDIA  J  Russia's  riddles,  war 
letters,  a  space  how-to,  forbidden 
opera,  chick  rock,  a  samurai  set  and  the 
New  Yorker  complete. 
Edited  by  Thomas  Jackson 

140   Q&A  |  Commodore  Ronald  Warwick, 
Master  of  the  Queen  Mary  2,  looks  back 
on  a  life  at  sea. 
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SOME  PEOPLE  THINK 
A  EL  INSURANCE  IS  THE  SAME. 

They  buy  the  least  expensive  they  can  find. 

And  then  they  have  an  insurance  claim. 

That's  when  they  learn  —  the  hard  way  — 

that  not  all  insurance  companies  treat:  you  the  same. 

If  being  treated  fairly  and  paid  quickly  are  important  to  you 
when  you  or  your  business  has  a  loss,  you  want  Chubb. 

When  you  insure  with  Chubb,  you're  buying  veal  insurance. 

So,  insure  with  the  best.  Insure  with  Chubb. 

To  learn  more,  go  to  chubb.com. 


Relax.  You're  insured  with  Chubb.8*1 

<  COMMERCIAL  INSURANCE    <  SPECIALTY  INSURANCE    <  PERSONAL  INSURANCE 


CHUBB 


Chubb  refers  to  the  insurers  of  the  Chubb  Group  of  Insurance  Companies.  Actual  coverage  is  subject  to  the  language  of  the  policies  as  issued. 
Chubb.  Box  1615.  Warren,  NJ  07061  1.615.  <5  2005  Chubb  &  Son,  a  division  of  Federal  Insurance  Company. 


From  the  Editor's  Desk 


To  the  Shores 

of  Tripoli 


. .iVIIllll/.. 


IF,  FIFTEEN  YEARS  AGO  AS  FORBES  FYI  W 
launching  its  very  first  issue,  someone  had  predicted  t 
we  would  someday  be  urging  our  readers  to  discover 
delights  of  Libya — did  he  say,  "Libya"? — he  would  h 
drawn  very  odd  glances.  In  1990 — has  it  really  beeri\ 
years? — the  United  States  was  all  but  at  war  with  the  coi 
try.  Four  years  before,  President  Reagan  had  dispatc 
bombers  over  Tripoli  in  retaliation  for  an  attack  on  Tj 
servicemen  in  a  Berlin  disco  by  Libyan  agents.  In  19 
Qaddafi's  assassins  brought  about  one  of  the  most  sp 
tacular  acts  of  terrorism  to  date,  blowing  up  Pan  Am  Fiji 
103  over  Lockerbie,  Scotland.  Libya  finally  admitted  ca 
plicity  in  the  act  and  paid  reparations.  Most  recend)| 
agreed  to  cease  and  desist  its  attempts  to  develop  weap* 
of  mass  destruction.  The  country  is  now  open  for  busin* 
and  travelers  can  again  visit  the  site  of  ancient  Leptis  Mag 
among  other  soul-stirring  ruins.  And  so  here  we  are  with  TODD  PITOCK's  cover  st 
on  the  country  that  not  long  ago  was  considered  the  Times  Square  of  terrorii 
What  a  difference  a  couple  of  decades  makes. 

Elsewhere  in  our  fall  travel  issue  is  a  story  by  OLIVER  BATH  about  visiting  threfl 
the  stateliest  homes  in  Ireland.  All  of  the  pleasure  palaces  that  he  describes  w 
built  in  the  1780s,  when  life  for  the  tenants  on  these  properties  was  extremely  na 
and  brutish.  What  a  difference  a  few  centuries  makes.  It  wasn't  so  long  ago  tl 
Ireland  was  one  of  the  poorest  countries  in  Europe.  It  is  now  one  of  the  rich* 
and  most  expensive.  Ireland  is  changing  fast,  and  in  many  ways  for  the  better,  1 
progress  takes  its  toll.  You  can  no  longer  smoke  in  the  pubs,  and  the  TV  over 
bar  is  likely  to  be  showing  Paris  Hilton.  It's  a  long  way  from  Tipperary. 

As  for  Iceland,  third  in  our  trio  of  destinations,  it  may  just  be  the  most  exd 
country  on  the  face  of  the  earth:  rugged,  remote,  defiandy  old-fashioned  and 
amazingly  hip.  Chief  among  its  pleasures,  as  our  old  friend  and  contributor  CHAR 
GAINES  reports,  is  the  salmon  fishing,  arguably  the  best  on  the  planet.  (Thougl 
occurs  to  us  that  he's  said  much  the  same  in  articles  he  wrote  tor  FYI  about  N 
Zealand  and  Russia's  Kola  Peninsula.  But  then  he's  a  fisherman.) 

It  wasn't  easy  deciding  which  of  the  three  stories  to  feature  on  our  cover.  E 
it's  not  every  day  that  a  former  terrorist  enclave  contesses  its  sins  and  throws 
the  red  carpet.  What's  next — golfing  in  North  Korea?  • 


Cu 


THE  GUYS 
THAT  BIND 


IT'S  A  CRIME  TO  LEAVE  A  GOOD  BOOK  ON  THE 
shelf,  and  the  Vogel  Bindery  in  East  Hampton, 
New  York,  makes  volumes  that  beg  to  be 
taken  down  and  admired.  Paul  and  Abigail  Vogel, 
bookbinders  with  25  years  of  experience, 
use  fine  cotton  rag  paper,  Irish  linen  thread  and 
acid-free  goatskin  or  calfskin  leather  hand- 
tanned  in  Britain  to  create  books  for  clients  who 
have  included,  among  other  luminaries,  the 
leaders  at  last  year's  G8  conference  in  Sea 
Island,  Georgia.  Books  average  $1,000  each. 
(631)  329-3106,  www.vogelbindery.com. 


•••The Wheel  Deal 


NOW  THAT  THE  COST  OF  DRIVING  TO  THE  GROCERY  STORE  IS  COMING  PERILOUSLY  CLOSE  TO  THE  PRICE  OF 
the  groceries,  it's  time  to  reconsider  the  hybrid — the  hybrid  bike,  that  is.  The  Runabout  from  Dynamic  Bicycles  is,  like  other 
hybrids,  a  combination  road  bike,  off-road  bike  and  comfort  bike,  but  it  also  offers  Inter- 7  gearing  by  Shimano  (the  creme 
la  creme  of  gear-makers).  That  means  you  can  forget  the  days  of  grease-stained  legs,  detached  chains  and  torn  pants — the 
ing  and  shaft  drive  are  entirely  internal.  $549.  (800)  935-9553,  www.dynamicbicycles.com. 
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Shearling 
Delight 


FORGET  THOSE  PUFFY  COATS  THAT  TURN  MEN  INTO 
marshmallows — Asprey's  shearling  jacket  is  a  great 
combination  of  form  (sleek,  sexy  styling)  and  function 
(toasty  warmth).  $3,900,  at  Asprey,  New  York  and 
Beverly  Hills.  (800)  883-2777,  www.asprey.com. 


•  •  SINGLE  MALT  S 
NEW  DIRECTION 


MOST  OF  THE  TALK  ABOUT 
Scotch  whisky  is  what's  old, 
older,  oldest.  Here's  what's 
new:  a  lineup  of  beguiling 
"boutique"  Scotches  blended 
by  an  American  expatriate 
with  a  nose  for  a  fresh  dram. 
Whisky  and  wine  industry 
veteran  John  Glaser  applied  a 
wine  industry  model  to  his 
Compass  Box  Scotches, 
sourcing  his  raw  materials 
like  a  Burgundy  negociant 
from  a  dozen  distilleries.  Mixing 
and  matching,  he  creates 
small-batch  Scotches  with 
nontraditional  flavor  profiles — 
soft,  rich  and  accessible — and 
nontraditional  packaging  to 


appeal  to  nontraditional  (i.e 
younger)  drinkers.  The  top 
all-rounder  of  the  group  is  tl 
Eleuthera  ($50),  a  melange 
of  12-  and  18-year-old  singl 
malts  that  tinges  sweet 
Highland  malts  with  a  hint  c 
Islay  smoky  peat.  Like  all  th 
Compass  Box  whiskies,  the 
Eleuthera  is  not  chill-f ilterec 
or  darkened  with  artificial 
coloring.  New  for  the  season 
and  available  only  from 
October  through  the  holidays 
is  Orangerie  ($35  for 
375  ml),  an  easy-to-iike, 
if  exotic,  Scotch  infused  witl 
orange  peel  and  spices. 
www.  compassboxwhisky.  con 
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[Hey,  Little  Mama 

PRIMITIVE  YET  SMOOTHLY  STYLIZED,  MAMMOTH 
yet  uncommonly  fluid,  Henry  Moore's  outdoor  sculptu 
of  reclining  figures  are  iconic,  gracing  such  grounds  a 
Britain's  Parliament,  UNESCO  in  Paris  and  Harvard 
University.  Moore  considered  his  1931  Mother  and  Cf 
one  of  his  best  early  pieces,  but  unlike  his  famous 
bronze  behemoths,  this  sculpture  is  carved  from  verde 
di  Prato  marble  and  stands  less  than  nine  inches 
high.  It  is  also  for  sale.  After  a  four-continent  tour  of 
Bonhams  showrooms,  this  stunning  image  of  maternit; 
returns  this  fall  to  the  New  Bond  Street  galleries  in 
London,  where  it  will  highlight  the  auction  house's 
Nov.  29  sale  of  20th-century  British  art.  The  expected 
price:  about  $1.8  million,  www.bonhams.com. 


POCKET  YOGI 


Controlling  stress,  it 
turns  out,  is  about 
activating  something 
called  the  vagus 
nerve,  a  part  of  the  nervous 
system  that  influences  heart 
rate.  Sounds  simple,  but 
how  is  it  done?  You  could 
sign  up  for  yoga  classes,  or 
better  yet,  lay  your  hands 
on  a  nifty  new  device  called 
the  StressEraser.  Apply  a 
finger  to  its  infrared  sensor, 
and  it  takes  a  precise  read- 
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ing  of  your  pulse,  from  which 
it  extrapolates  your  level  of 
emotional  agitation.  Then 
follow  it  through  simple 
breathing  exercises  designed 
to  activate  the  vagus.  Little 
squares  on  the  screen  let 
you  know  how  you're  doing 
as  you  go  along;  one  means 
you're  still  a  basket  case, 
two  means  you're  getting 
closer.  Three,  you're  a  Yogi. 
$400.  (888)  437-0700, 
www.stresseraser.  com. 


LIGHT-MINDED 

Jonathan  Browning,  the  award-winning  designer  behind 
the  refined  images  of  W  hotels,  St.  Regis  and  the 
Luxury  Collection,  has  introduced  a  selection  of  classic 
modern  lighting.  Ranging  from  starkly  minimal  to 
more  organic,  articulated  forms,  all  components  are  produced 
in  a  foundry  famous  for  its  restoration  and  reproduction  of 
complex  19th-century  architectural  hardware.  In  a  process 
akin  to  jewelry-making,  each  piece  is  cast  in  bronze, 
triple-plated  in  nickel  or  silver  and  hand-polished.  Designs 
incorporate  elements  of  early-20th-century  French  industrial 
and  decorative  arts  yet  achieve  a  striking  quality  all  their 
own.  Prices  range  from  about  $1,000  (for  the  Metro 
sconce  shown)  to  about  $16,000  for  the  most  elaborate 
chandelier.  (415)  401-9999,  www.jonathanbrowninginc.com. 


Upper  East  is  East 


SINCE  JAPAN  FIRST  TRADED  WITH  THE  PORTUGUESE  I 
the  16th  century,  collectors  abroad  have  been  clamoring 
for  the  country's  one-of-a-kind  art.  Naga  Antiques, 
located  in  a  garden  brownstone  on  Manhattan's  Upper  Ea 
Side,  has  become  a  go-to  boutique  for  Japanese  antiques 
There,  savvy  collectors  will  find  exquisite  screens, 
as  well  as  bronzes,  lacquerwork,  ceramics,  sculpture  and 
furniture.  That  vase  in  the  corner?  It  dates  back  to  the 
1700s.  Shown:  Japanese  bronze  flower-arranging  vase  wi 
spiral  motif,  late  18th  to  early  19th  century.  $12,500. 
(212)  593-2788,  www.nagaantiques.com. 


Modern  Vintage 


WHEN  YOU'VE  BEEN  IN  BUSINESS  AS  LONG  AS  BROOKS  BROTHERS  HAS 
(187  years  and  counting),  sometimes  the  best  place  to  find  inspiration  is  the  past.  Brooks  origi- 
nally produced  versions  of  this  Nordic  sweater  in  the  '20s  and  '30s.  That  makes  this  design  four  generations  old,  but  it  still 
doesn't  look  a  day  over  25.  Wool  sweater,  $148,  at  Brooks  Brothers.  (800)  274-1815,  www.brooksbrothers.com. 
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Dishin' 
Chips 


JUST  WHEN  YOU  THOUGHT 
it  was  over  between  you  and 
full-grease  potato  chips,  Jack 
and  Ollies  comes  along  and 
forces  you  to  revisit  the  pangs 
of  first  love.  Handmade  by 
the  batch  in  Dorset,  England, 
Jack  and  Ollies'  chips  attain  a 
light,  golden  crispness  that 
not  only  allows  their  earthy, 
essential  potato-osity  to  shine 
through  but  makes  them 
perfect  staging  areas  for  the 
astonishingly  natural  flavors 
they  carry:  Sea  Salt,  Pesto  (it 
genuinely  tastes  like  basil  and 
Parmesan)  and  the  strangely 
enticing  new  Gorgonzola  and 
Red  Onion.  Jack  and  Ollies, 
about  $4  at  specialty  food 
stores  or  $17  for  a  five-pack 
at  www.chelseamarket 
baskets.com,  (888)  727-7887. 


OCTOBER  I  ] 


Gayle  Warwick  Linens 

GAYLE  WARWICK  HAS  RAISED  THE  CONCEPT  "THINK  GLOBALLY,  ACT  LOCALLY"  TO! 
new  extreme  in  the  world  of  luxury  linens.  An  American  living  in  London,  Warwick  buys 
the  organic,  long-staple  pima  cotton  for  her  bedclothes  in  the  American  Southwest,  andi 
has  it  spun  and  woven  in  Switzerland,  finished  in  Italy  and  embroidered  by  teams  of 
artisans  in  Vietnam.  The  result  is  a  cult  following  among  decorators  and  an  ever-expandin 
line  that  also  includes  table  linens,  sleepwear  and  lingerie,  in  addition  to  custom  design 
For  fall  2005:  children's  pajamas  embroidered  with  polka-dots  that  exude  a  playful, 
adult  sophistication.  Prices  start  at  $95.  01 1-44-20-7493-5567,  www.gaylewarwick.com 


Softer  flat  beds  for 
a  deeper  sleep. 


The  best  service  anticipates  your  needs.  To  give  you  the  best  possible  sleep,  we  used  the  latest  in  cushioning 
technology  to  create  an  even  more  comfortable  flat  bed.  And  to  add  to  your  comfort,  we  included  plumper  pillows  and  cozier 
blankets.  Our  goal  is  simple:  to  deliver  the  best  service  you  could  ask  for,  without  you  having  to  ask.  So  whether  you're 
enjoying  a  gourmet  meal,  or  an  Arrivals  Lounge  that  feels  more  like  a  spa,  we  think  you'll  find  our  business  class  like  no  other. 


Visit  ba.com/clubworld 


Business  class  is  different  on  BRITISH  AIRWAYS 
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TaSes  from  the  Cryptogram] 

BACK  HOME,  WINNIPEG-BASED  ARTIST  NEIL  FARBER  IS  ONE  THIRD  OF  THE  ROYAL 

Art  Lodge,  a  group  of  once-local,  now-internationally  known  artists  that  work  much 
like  the  surrealists  did  with  the  parlor  game  cadavre  exquis-.  One  person  begins 
a  drawing  and  passes  it  to  the  next.  Farber's  solo  work  is  less  about  the  mystique 
of  accident  than  saturated  colors  and  detailed  patterns  in  ink,  watercolor  and  collage 
drawings.  But  the  gamesmanship  prevails.  Some  of  his  pieces  depict  his  ever- 
evolving  cast  of  characters — children,  frogs,  mummies,  vampires — lined  up  to  form 
cryptograms.  Don't  think  Farber  is  giving  any  clues  to  solving  his  eye-catching 
puzzles — almost  all  of  his  work  is  untitled.  Neil  Farber's  drawings  are  shown  at  the 
Clementine  Gallery  in  New  York,  (212)  243-5937,  www.clementine-gallery.com; 
and  at  the  Richard  Heller  Gallery  in  Santa  Monica,  (310)  453-9191, 
www.richardhellergallery.com.  Shown  below,  "Untitled"  (1999),  14"  x  17",  $750. 


Halloweei 
Masque 

Talk  about  one-step  skin 
care:  Z.  Bigatti's 
Inception  Total  Face 
Masque  goes  straight 
from  the  package  to  your 
mug  in  one  piece.  Ingredients 
like  willow  bark  and  elderberry 
impart  a  cool,  tingling  effect 
right  away — and,  if 
you're  lucky,  you  may 
see  signs  of  "firming" 
and  "lifting,"  too. 
$240  for  a  box  of  5. 
Available  at  Bliss, 
www.  blissworld.  com. 
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CABERNET  SAUVIGNON  -  IT'S  WHAT  WE  DO. 


91+ 

POINTS 

Robert  Parker's 
Wine  Advocate 

2001  Monte  Rosso 
Cabernet  Sauvignon 


88+ 

POINTS 

Robert  Parker's 
Wine  Advocate 

2001  Napa  Valley 
Cabernet  Sauvignon 


88 

POINTS 

Robert  Parker's 
Wine  Advocate 

2001  Alexander  Valley 
Cabernet  Sauvignon 


Mike  Martini 


87 

POINTS 

Robert  Parker's 
Wine  Advocate 


2002  Sonoma  County 
Cabernet  Sauvignon 


Cciiforniq  Table  Wins,  '4-2005  Louii  M.  McfiimWinery,  SK  Helena,  CA.  Alt  lights  reserved. 


V8  Vantage  -  Natural  beauty.  Natural  agility.  Natural  choice. 


ASTON  MARTIh 

Power,  Beauty  and  Soul 


Scoltsdale  Aston  Martin 

Desert  European 

Aston  Martin  Palm  Beach 

Aston  Martin  ofTroy 

Aston  Martin  Long  Island 

Aston  Martin  Tysons 

Phoenix  •  AZ 

Rancho  Mirage  ■  CA 

West  Palm  Beach  •  FL 

Troy  •  Ml 

Roslyn  •  NY 

Vienna  •  VA 

(480)  990-9000 

(760)  773-5000 

(561)659-6206 

(248)  643-6900 

(516)  478-4326 

(703)  442-8200 

Contact:  Stan  Briggs 

Contact:  Austin  Lewis 

Contact:  Patricia  Romeo 

Contact:  Brian  Bucholtz 

Contact:  Simon  Rodd 

Contact:  Phillip  Jones  | 

Aston  Martin  of  Beverly  Hills 

Galpm  Aston  Martin 

Aston  Martin  Naples 

Moore  Aston  Martin 

Aston  Martin  of  Cleveland 

Aston  Martin  Seattle 

Beverly  Hills  •  CA 

Los  Angeles  •  CA 

Naples  •  FL 

St.  Louis  •  MO 

Bedford  •  OH 

Seattle  •  WA 

(800)  768-0518 

(818)  894-3800 

(239)  263-6070 

(636)  394-0900 

(440)  359-1515 

(866)  855-8446 

Contact:  Janelle  Salehi 

Contact:  Joe  VanDeVeere 

Contact:  Ken  Hansen 

Contact:  Ted  Dickey 

Contact:  Gary  Goodman 

Contact:  Michael  De  CC] 

Aston  Martin  Marin 

Aston  Martin  Silicon  Valley 

The  Collection 

Gaudin  Aston  Martin 

Midwestern  Auto 

Decane  Motors 

Corte  Madera  •  CA 

Los  Gatos  •  CA 

Coral  Gables  •  FL 

Las  Vegas  -  NV 

Dublin  •  OH 

Montreal.  Quebec  •  Carl 

(415)496-2100 

(408)  354-4000 

(305)  444-5555 

(702)  284-7000 

(614)  889-2571 

(514)  334-9910 

Contact:  Steve  Caria 

Contact:  Mark  Reeve 

Contact:  Steve  Barmann 

Contact:  liana  Vann 

Contact:  Vil  Vina 

Contact:  Cheryl  Bias 

Bauer  Aston  Martin 

Sill-TerHar 

Aston  Martin  of  Atlanta 

Foreign  Cars  Aston  Martin 

Bobby  Rahal  Aston  Martin 

Aston  Martin  of  Ontaric 

Santa  Ana  ■  CA 

Broomfield  •  CO 

Roswell  ■  GA 

Greensboro  •  NC 

Wexford  •  PA 

Toronto.  Ontario  ■  Canal 

(714)953-4800 

(303)  469-1801 

(678)  802-5007 

(336)  294-0200 

(724)  940-3530 

(416)  530-1880 

Contact:  Brian  Wright 

Contact:  Jeremy  Child 

Contact:  Craig  Forbes 

Contact:  Bill  Morell 

Contact:  Mark  Harnden 

Contact:  Leo  Rubmo 

Cole  European 

Miller  Motorcars 

Lake  Forest  Sportscars 

F.C.  Kerbeck  Aston  Martin 

Aston  Martin  of  Dallas 

MCL  Motor  Cars 

Walnut  Creek  •  CA 

Greenwich  •  CT 

Lake  Bluff  •  IL 

Palmyra  •  NJ 

Dallas  -  TX 

Vancouver.  BC  •  Canada 

(925)  935-2653 

(203)  629-4726 

(847)  295-6560 

(856)  829-8200 

(214)  522-1007 

(604)  738-5577 

Contact:  Marty  Henson 

Contact:  Cyndi  Koppelman 

Contact:  David  Pigg 

Contact:  Joe  Innaurato 

Contact:  Kurt  Fegraeus 

Contact:  Herb  Mills  1 

Cush  Aston  Martin 

Aston  Martin  ofTampa 

Aston  Martin  of  New  England 

Ray  Catena  Aston  Martin 

Star  Motor  Cars 

Tampa  •  FL 

Waltham  ■  MA 

Edison  •  NJ 

Houston  -  TX 

(866)  420-4957 

(781)  547-5959 

(732)  205-9000 

(713)  868-6800 

Contact:  Tom  Heinz 

Contact:  Pai  Roussel 

Contact:  Peter  Klein 

Contact:  Richard  Wahl 

www.astonmartin.com 

)BER  1 2005 


rophy  Croc 


I  ■  essing  with  an  icon  can  be  treacherous, 

fS  but  neres  °ne  twist  °n  a  c|assjc  that  fans 

Ul  are  sure  to  covet:  Lacoste's  famous  polo 
m  I  shirt,  remade  in  cashmere  for  Saks  Fifth 
nue's  Wild  About  Cashmere  label.  It  comes 
;llow,  green  and  navy — serious  big-game  hunters 
want  all  three.  $255,  at  select  Saks  Fifth 
'nue  stores.  (877)  551 -SAKS,  www.saks.com. 
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WINDOWS  ON  THE  WORLD 


Complete  Win|e  Course 

m  M  Kevin  Zraly 


2006  EDITION 


wm 


Kevin  Zraly  10 1  ] 


KEVIN  ZRALY'S  WINDOWS  ON  THE  WORLD  WINE  SCHOOL 

has  been  the  best-known  wine  education  center  in  New  York 
for  nearly  30  years — outliving  even  the  tragic  end  of  the  famous 
restaurant  atop  the  World  Trade  Center.  Zraly's  course  book,  to  be 
issued  this  fall  in  a  freshly  revised  20th-anniversary  edition, 
is  a  quick-study,  commonsense  touchstone  for  anyone  who  wishes 
to  get  the  basics  under  his  belt  along  with  the  juice.  After 
all  these  years,  the  personable,  down-to-earth  guru  has  a  keen 
understanding  of  what  thirsty  people  want  to  know  and  how 
to  make  learning  it  palatable.  Windows  on  the  World  Complete 
Wine  Course,  2006  edition.  $25,  Sterling  Publishing  Co. 
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YOU  CAN  FLY 


ALLY  ANY  AIRLINE  WITH 


IP  REWARDS  POINTS. 


WEAR  OUT  YOUR  PASSPORT. 


Frequent  flyers,  rejoice.  Now  you  can  redeem  Membership  Rewards  points 
from  American  Express  to  book  travel  online  on  virtually  any  airline.  No 
blackout  dates.  No  seat  restrictions.  And  as  always,  you  can  transfer  points 
into  your  frequent-flyer  programs  or  redeem  for  an  airline  certificate. 


A  WORLD  OF  SERVICE 


JUST  LOG  ON  TO  800THECARD.COM 


■ 
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Jne  aristocrats  |  smoky  mountain  high  |  bolshevik  chic  | 
nch  Virginia  |  soho  botero  |  vintage  key  largo  |  buttons  up 


RANCE 


urchevel  ■  The  German  industrialist  and  his  wife  reclined  against  the  wall,  Prada  and  Chanel 
jackets  off,  Gucci  sunglasses  on  against  the  snow-reflected  sun.  It  was  lunchtime  at  Le  Cap  Horn,  the 
e-side  see-and-be-seen  open-air  cafe  high  above  COURCHEVEL  1850  (the  number  refers  to  the  altitude  in 
ters)  in  the  French  Alps.  While  other  diners  had  their  backs  massaged  on  wooden  chairs  or  nodded 
time  to  the  blaring  techno-pop,  this  couple  picked  at  their  tagliatelle  and  truffles,  and  air-kissed  acquain- 
ces — one  couple  they  hadn't  seen  since  Sardinia,  another  since  Saint-Tropez. . ..  •  It's  a  pretty  tough  char- 
ge to  name  the  most  exclusive  ski  resort  in  the  Alps,  but  many  would  place  Courchevel  1850  at  the  top 
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FLORIDA 

y  Largo:  When  has  Key 
Largo  not  had  a  golden  age? 
The  well-to-do  have  been 
coming  to  this  27-mile-long 
island  since  the  1600s, 
when  Spanish  armadas 
billowed  by,  bursting  with  gold 
and  silver.  Today,  the  island 
standard  for  luxury  is  the 
opulent  OCEAN  REEF  CLUB,  a 
4,000-acre  member-owned 
resort  featuring  two  champion- 
ship golf  courses,  beach  and 
tennis  clubs,  and  its  own 
airstrip  for  private  jets.  (The 
Secret  Service  and  the  FBI 
have  named  the  resort  the  most 
secure  community  in  America.) 

From  December  1  through  4, 
Ocean  Reef  will  celebrate 
how  the  other  half — its  half — 
lived  when  it  hosts  the 
12th  Annual  Vintage  Weekend, 
a  showcase  of  the  finest 
automobiles,  motor  yachts 


and  aircraft  from  the  1900s 
to  the  1970s.  And  a  finer 
collection  you  won't  find 
anywhere.  Past  participants 
have  included  a  1929  60-foot 
John  Wright  motor  yacht, 
a  1950  Lincoln  Cosmopolitan 
and  a  1941  Boeing 
Stearman  N2S-2  aircraft. 

Although  Ocean  Reef  is  a 
private  club,  Vintage  Weekend 
visitors  are  welcome  to  stay  at 
the  142-room  Ocean  Front  Inn. 
There  are  a  variety  of  restaurants 
on  the  property  ranging  from 
formal  to  casual,  including  the 
very  fine  Ocean  Room  at  the 
hotel  itself.— PATRICK  COOKE 

FYES  ONLY 


of  the  list.  Where  else,  they 
say,  do  you  find  two  Michelin 
two-star  restaurants  in  the 
same  village  (Le  Bateau  Ivre 
and  Le  Chabichou,  seem- 
ingly glaring  at  each  other 
across  a  narrow  street)  or 
malls  like  the  nearly  30-bou- 
tique  L'Espace  Diamant  to 
give  you  a  place  to  browse 
between  runs  for  a  bauble 
by  Boucheron? 

And,  just  as  important, 
there  are  more  than  the  usual 
number  of  worthy  places  to 
stay  if  you  don't  happen  to 
have  your  own  chalet  in  the 
gated  section  of  the  village 
(with  its  own  slope)  or  are 
not  houseguesting  with  someone — LVMH  CEO  Bernard  Arnault,  say.  Hotels  such  as  the  a 
tocratic  Les  Airelles,  the  petite,  antique-filled  Le  Saint-Joseph  and  Amanresorts'  conterrJ 
rary,  muted  Le  Melezin  are  all  experienced  in  the  ways  and  needs  of  the  international  set. 

But  if  you  really  want  to  be  in  the  thick  of  the  scene,  you  stay  in  the  HOTEL  BYB 
COURCHEVEL,  the  winter  sibling  of  the  hotel  of  the  same  name  and  social  prominence  in  SaJ 
Tropez.  The  20-year-old  rustic-chic  lodge,  now  run  by  Byblos  founder  Sylvain  Floii 
great-grandson  Antoine  Chevanne,  has  76  recently  renovated  rooms  and  suites  in  pai 
down  Savoyard  style  (padded  fabric  walls,  painted  armoires,  warm  colors),  a  sensatid 
restaurant  (the  Savoie/Provencal  fusion  Bayader)  and  a  buzzing  bar  scene  (sometimes 
buzzing — I  wish  they  would  tone  down  the  Vegas  lounge  atmosphere).  One  tip:  Room 
cation  is  key  here.  Try  and  get  a  high-floor  corner  room  with  a  view  of  the  mountain  inst 
of  one  on  the  lower  floors  facing  the  thick  forest  of  the  Jardin  Alpin — you  don't  want  t( 
in  the  position  of  not  being  able  to  see  the  mountain  for  the  trees,  particularly  since 
hotel's  right  in  the  middle  of  the  ski  runs,  with  easy  ski-in  and  -out  access  to  what  is 
knowledged  as  the  largest,  most  varied  and  possibly  the  most  beautiful  ski  area  in  the  wd 

That,  of  course,  is  truly  what  makes  Courchevel  special  and  is  the  reason  all  the  social 
started  to  come  here  in  the  first  place,  back  in  the  1930s,  when  they 
had  to  lug  their  wooden  skis  up  the  hill  to  do  one  exhilarating  run 
down.  Today  there  are  63  lifts  to  120  runs,  more  than  90  miles  in  all, 
for  skill  levels  all  the  way  from  beginning  toddlers  to  Jean-Claude 
Killy.  And  as  part  of  the  extensive  Les  Trois  Vallees,  it's  linked  to  120 
lifts  spanning  215  other  runs.  Plus,  there  are  nondownhill  and  nonski 
activities — rubber-rafting  down  the  ski  runs  left  over  from  the  1992 
Winter  Olympics,  for  example,  adventurous  snowshoeing,  and  cross- 
country skiing  through  more  than  40  miles  of  untouched  terrain. 

Or,  you  can  do  supremely  passive  things,  as  I  did  one  afternoon — 
go  to  the  spa  at  Le  Chabichou  (it's  a  hotel  as  well  as  a  restaurant)  and 
have  a  massage  to  soothe  your  sport-ravaged  body.  And  then  a  short 
walk  to  Le  Chocolathe,  a  tearoom  in  the  center  of  town,  for  the  most 
intense  hot  chocolate  on  the  planet,  along  with  a  view  of  the  passing 
social  parade.  With  that  much  entertainment,  who  needs  to  ski? 

—LAURIE  WERNER 


Hotel  Byblos  Courchevt 
about  $470-$G,60C  | 
Jardin  Alpin,  73121 
Courchevel,  Franc 
800-223-680C 
www.byblos.com.  L 
Chabichou,  Quartier  Le 
Chenus;  011-33-4-79-08 
00-55,  www.chabichou 
courchevel.com.  LeCa 
Horn,  Bas  de  la  piste  de 
Suisses;  011-33-4-79-08 
33-10.  Le  Chocolathe 
Rue  Park-City;  011-33-4 
79-01-08-66 
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JBILEE  1755 

>er  2475  selfwinding  mechanical 
;ment,  28,800  v.p.h.,  27  jewels. 
:va  Hallmark.  18K  white  gold  case 
transparent  back.  Elaborately  deco- 
i  22K  oscillating  weight.  Hour  and 
Minute  hands,  Roman  numerals  and 
iplied  hour  markers  in  18K  gold, 
talizer  and  center  seconds  hands  in 
ued  steel. 

)250/000G-9141 
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VACHERON  CONSTANTIN 

Manufacture  Horlogere.  Geneve,  depuis  1755. 


For  information  call  877-862-7555  -  www.vacheron-constantin.com 
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RUSSIA 


Demanding  gu 


Moscow:  The  formidable  HOTEL  NATIONAL,  within  easy  rifle  range  of 
Red  Square,  is  one  of  the  20th  century's  great  survivors.  Now  being  run  to 
five-star  standards  by  Le  Meridien  Hotels  and  Resorts,  this  1903  eclectic 
art  nouveau  jewel  is  reclaiming  its  czarist-era  prominence  as  Moscow's 
most  elegant  hotel.  •  The  Bolsheviks  knew  a  good  thing  when  they  seized  it,  and  their  leaders  promp 
moved  into  the  National  in  1918,  soon  after  gaining  control  of  the  country — Lenin  grabbed  room  l| 
for  himself  and  his  wife.  Under  Stalin,  the  hotel  became  a  nest  of  spies,  complete  with  eavesdroppii 
devices  in  the  rooms.  (The  head  of  the  secret  police,  Nicolai  Yezhov,  once  listened  in  as  his  unwittil 
wife  got  seduced  by  a  prominent  writer.)  After  the  German  army  was  repulsed  from  Moscow's  subuj 
during  World  War  II,  the  hotel  became  an  important  gathering  place  for  politicians  and  diploma 


Lenin's  digs 


inducing  Stalin  himself  and  Churchill. 

In  the  postwar  years,  the  National 
became  a  drab  has-been  under  the  in- 
different management  of  the  Soviets' 
Intourist  monopoly.  But  then  came 
perestroika  and  the  new  Russia,  and 
by  1995  the  old  place  was  complete- 
ly renovated.  Meridien  now  has  the 
National  back  at  the  top  of  its  game. 

Walk  under  the  Stalinist  smoke- 
stack landscape  mural  on  the  hotel's 
corner  facade,  pass  the  Lenin  relief 
next  to  the  front  door  and  enter  into 
a  world  that  knows  how  to  put  dialec- 
tical materialism  to  practical  use.  A 
muted  sense  of  luxury  pervades  the 
frosted-glass  doorways,  heel-clicking 
parquet  floors,  built-in  statuary,  potted 
palms,  Victorian  light  fixtures  and  dis- 
concertingly high  ceilings.  The  whole 
place  has  more  the  air  of  a  slightly  batty  aunt's  country  estate 
than  a  hotel  in  the  center  of  Russia's  busy  metropolis. 

The  National  prides  itself  on  having  an  all-Russian  staff, 
but  most  everyone's  English  seems  fluent  enough  to  report  on 
your  counterrevolutionary  tendencies — though  impeccable 
en  ic'e  is  more  the  order  of  the  day.  Need  an  impossible  ticket 
to  the  Bolshoi?  A  reservation  at  one  of  Moscow's  trendy 
?  To  get  your  new  Russian  girlfriend  past  the  door- 
man:' Ni  Prublema,  sir. 


The  Presidential  Suite  was  occu- 
pied by  King  Juan  Carlos  of  Spain 
during  my  recent  visit,  so  I  stayed  in 
a  somewhat  more  dowdy  room — an 
unfortunate  remnant  of  the  hotel's 
Intourist  days.  The  room  I  was  most 
interested  in,  Lenin's  old  pad,  was 
around  the  corner  with  a  brass  plaque 
next  to  it.  Although  anyone  can 


Le  Royal  Meri 
National,  15/1  Mokhova 
Street.  125009  Moscow 
Russia;  011-7-095-258 
7000,  www.national.ru 
Room  rates  range 
from  $320  to  $1,720 
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03.  When  the  human  DNA  was  decoded,  Vacheron  Constantin  was  248  years  old. 


ERSEAS  CHRONOGRAPH 

[Ifwinding  mechanical  movement.  40 
ur  power  reserve.  Soft-iron  antimag- 
itic  shield.  Water-resistant  to  150  m 
500  feet).  Screwed-in  crown  and 
rew-locked  pushpieces. 

H50/B01A-9095 
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VACHERON  CONSTANTIN 
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For  information  call  877  862-7555  -  www.vacheron-constantin.com 


OCTOBER  I 


now  stay  there  if  they  plunk  down  $1,200  a  night  (or  take  over  the  country),  the  National's  a 
was  kind  enough  to  let  me  have  a  peek. 

Apart  from  the  flat-screen  TVs  and  antique  Steinway  upright  piano,  the  room  is  sefj 
much  the  way  it  would  have  been  during  Lenin's  sojourn,  with  elegant  Victorian  furnishi 
and  porcelain  knickknacks.  But  the  thing  that  most  attracted  my  attention  was  the  vint 
telephone  resting  on  the  green  felt  desktop.  Need  to  stage  a  purge?  During  Lenin's  time, 
just  dialed  next  door  to  room  106,  where  "Iron  Felix"  Dzerzhinsky,  the  dreaded  head  of 
Cheka,  lived.  Need  a  cocktail?  Molotov  was  in  room  133. 

From  the  desk  one  can  glance  out  the  window  to  where  a  mummified  Lenin  now  reside 
his  Red  Square  mausoleum,  (liven  all  the  new  amenities,  one  cannot  help  buts 
pect  that  he  would  still  prefer  the  National.  — FINN-OLAF  JONES 


Buckberry  Creek:  Tennessee  meets  Adirondack 


The  Smokies  The  blue-hued  mountains  of  east  Tennessee  are  aptly  named.  The  Great  Smo) 
Mountains  are  indeed  smoky  and  look  almost  veiled  in  a  violet  mist.  A  recent  motorcycle  trip  led  us  aloi 
winding  roads  that  track  the  crystalline  mountain  streams.  With  waterfalls  and  rock  pools  at  seemingly  eve 
turn,  the  alluring  scenery  itself  was  a  hazard  to  safe  riding.  •  The  objective  of  our  trip  was  THE  LODGE 
BUCKBERRY  CREEK,  outside  of  Gatlinburg.  Recently  opened,  it  nevertheless  has  the  comfortable,  broke) 
in  feel  of  an  old  Adirondack  camp.  •  In  fact,  the  McLean  family,  longtime  Tennesseans,  used  the  Adiroi 
dacks  as  inspiration  for  this  luxurious  enclave  and  transported  logs  and  antiques  here  from  upsta 
New  York.  The  46  all-suite  rooms  feature  fireplaces,  private  decks,  soaking  tubs 
and  arresting  views.  Dining  options  include  the  main  dining  room's  superb  "refined 
mountain  cuisine"  or  a  specially  arranged  meal  in  the  open-sided  pavilion  a  half-mile 
down  the  mountain.  And  in  case  you  get  bored  after  hiking,  fishing  or  just  staring 
Mountains,  Dollywood  is  less  than  ten  miles  away.  —JIM  rerrien 
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The  Lodge  at  Buckberrj 
Creek.  (866)  30-LODGE 
www.buckberrylodge.com 
Suites  from  $175  to 
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y,  as  they  say,  is  in  the  details.  It  is  so  often  the  little  details  that  make  all  the 
5nce.  And  when  you  cruise  with  the  World's  Best,  the  difference  is  Crystal  dear. 

sively  on  Crystal:  "World's  Best  Service"  from  award-winning  officers,  staff  and 
Concierges  who  are  members  of  "Les  Clefs  d'Or."  Complimentary  Penthouse 
lities  including  butler  service  with  personal  bar,  pressing  and  packing  services. 


Always  included:  Dining  at  all  specialty  restaurants.  All  non-alcoholic  beverages 
throughout  the  ship.  Specialty  coffees  and  pastries  in  The  Bistro.  Menu  of  pillow 
choices  in  every  stateroom.  Complimentary  town  center  transportation  service. 

To  experience  the  Crystal  difference  on  any  of  our  distinctive  worldwide  voyages, 
contact  your  travel  agent,  visit  www.crystalcruises.com  or  call  1  866  569  7200. 


CRYSTAL  fi»  CRUISES' 
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Packable 


Airplane  travel  reserves  a 
special  torment  for  contact  lens 
wearers:  red,  scratchy,  parched 
eyes.  Acuvue  claims  to  have 
the  solution — its  new  OASYS 
contact  lenses  are  50  percent 
smoother  than  comparable 
existing  lenses  and  incorporate 
the  company's  Hydraclear 
Plus  wetting  agent.  Are  we 
grateful?  Why,  there's  not  a 
dry  eye  in  the  terminal.  OASYS 
with  Hydraclear  Plus,  about 
$70-$75  for  a  three-month 
supply,  www.acuvue.com. 


Virginia  is 

for  (wine)  lovers-"   

Kluge  Estate 
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VIRGINIA 


Charlottesville:  Patrick  Henry  once  grum- 
bled that  fellow  Virginian  (and  America's  first  wine 
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Kluge  Estate  Winery  am 
Vineyard,  3550  Blenhein 
Rd.,  Charlottesville 
Virginia  22902;  (434 
984-4855,  www.klug 
estate.com.  The  Fam 
Shop  is  open  Tuesday 
Sunday  from  10  a.m-5  p.n 


buff)  Thomas  Jefferson  had  returned 

from  Paris  so  "Frenchified"  that  he  had  "abjured  his  nat 
victuals."  Henry  would  likely  be  stunned  to  see  the  Ga. 
goings-on  today  at  the  KLUGE  ESTATE  WINERY  AND  VINEYAI 

just  over  the  hill  from  Monticello  near  Charlottesville.  T 
Estate,  which  is  the  personal  domain  of  Patricia  Kluge  (f< 
mer  wife  of  billionaire  media  mogul  John  Kluge,  Sr.)  and  I 
current  husband,  William  Moses,  seems,  at  first  sight,  just  yc 
everyday  1,800-acre  ministate,  with  a  vast  Georgian  manor  house,  a  woi 
ing  farm,  winery  and  vineyards.  There  is  nothing  mundane,  however,  ab( 
this  private  enclave,  which  buzzes  with  activity  as  the  centerpiece  of  Ms. 
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VHERE  BUSINESS  BECOMES  PLEASURE 


HOTELS 

W  WIRED 


WHO  W  Hotels  and  you. 

WHAT  Business  trips  can  become  fun  when  you're  unwired  and  set  to  relax, 
hat's  why  the  W  Wired  package  hooks  you  up  with  unlimited  broadband  high-speed  Internet  access, 
limited  local  and  toll-free  phone  calls,  Movielink  Money "  for  cool  movie  downloads,  and  an  exclusive  offer 
>m  Banana  Republic  that'll  add  fresh  style  to  your  familiar  business  attire.  Get  the  power  and  convenience 
that  you  need  to  take  movies  on-the-go  with  Intel®  Centrino"'  mobile  technology. 

WHERE  Explore  whotels.com/wired  for  more  details. 


^ANA  REPUBLIC 


Movielink 


Connect 

with  a  v  ^ 

laptop  &ESr 

featuring  ^^\.„,„, 


AN  EXCLUSIVE  WHATEVER/WHENEVER"  EXPERIENCE 

STARWOOD  PREFERRED  GUEST     I  877  WHOTELS     EXPLOREWHOTELS.COM     BEST  RATES  GUARANTEED 


age  is  available  at  participating  W  Hotels.  Prices  may  vary  for  international  properties  (Montreal.  Sydney.  Seoul  and  Mexico  City)  and  only  include  high-speed  Internet  access  3iid  unlimited  local  calls  Rate  and  package  valid  foi  reservations  booked 
ompleted  from  July  13.  2005  through  December  31.  2005.  All  reservations  must  be  booked  using  Rate  Plan  WIRED  to  qualify.  Advance  reservations  required.  All  package  amenities  associated  with  this  offer  are  per  room,  per  stay  and  include: 
'oadband  high-speed  Internet  access,  unlimited  local  and  toll-free  calls.  Banana  Republic  10%  and  20%  offers  good  on  minimum  purchases  for  a  limited  time  in  the  U  S  only,  see  offer  card  for  details  Movielink  Money"*  may  only  be  redeemed  in  the 
BS.  For  complete  terms  and  conditions,  please  visit  www  movielink  com/promo.  W  Hotels  is  not  responsible  for  any  content  provided  by  Movielink  or  typographical  errors  or  omissions  Offer  not  applicable  to  groups  and/or  with  other  special  offers 
ons.  Intel,  the  Intel  Inside  logo.  Intel  Centrino  and  the  Intel  Centrino  logo  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Starwood  Hotels  arid  Resorts  Worldwide.  Inc 
"We  for  any  typographical  errors  or  omissions  ©  2005  Starwood  Hotels  &  Resorts  Worldwide.  Inc. 
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Thomas  Jefferson's 
dream,  circa  2005 


ENGLAND 

According  to  a 
gleaming  brass  plaque  outside 
the  Dog  &  Duck  pub  on 
Bateman  Street,  the  Soho 
section  of  London  "was  once  a 
royal  hunting  ground  in  the 
days  of  Henry  VIII."  Ergo: 
"'So-ho'...was  a  hunting  call 
which  once  echoed  across  the 
fields  here."  If  the  numbers 
of  singles  that  cruise  the  clubs 
and  pubs  these  days  is  any 
indication,  the  neighborhood 
remains  a  rich  hunting 
ground — "Food  &  Vodka" 
reads  the  rather  direct  sign 
outside  one  dating  hot  spot — 
and  at  the  center  of  the 
action  is  the  new  SOHO  HOTEL. 

Completion  of  the  Soho 
last  fall  sealed  design 
impresario  Kit  Kemp's 
domination  of  London's  current 
cool  lodgings  competition. 
(She  also  created  the  charm- 
oozing  Pelham,  Charlotte 
Street  and  Covent  Garden 
hotels,  among  others.)  The  first 
indication  you're  in  for 
something  fun  and  different 
at  the  Soho  is  the  ten-foot 
Fernando  Botero  sculpture  of  a 
smugly  satisfied-looking  cat 
that  greets  visitors  in  the 
ioijby.  The  hotel's  interior  is 
ban  hip,  and  the  large, 
ci  guest  rooms — 
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Rhine's  burgeoning — and  distinctly  Frenchifi 
food  and  wine  ventures.  In  a  wry  bit  of  undcrs 
ment,  Kluge  has  named  the  Estate's  culinary  cei 
the  "Farm  Shop":  In  reality,  it's  an  elegantly  stoc 
Parisian-style  food  hall  that  has  surprisingly  m 
rialized  in  the  heart  of  Virginia  hunt  country, 
though  mom-and-pop  farm  stands  abound  r 
Charlottesville,  this  country  market  happens  t< 
run  by  gourmet  chefs  who  produce  fleur  verte  il 
duck  confit,  rabbit  ant)  apricot  rillettc,  and  so 
vichyssoise.  The  dessert  display  showcases  ch 
late  pistachio  bombe  or  raspberry  mousse,  plu 
array  of  artisanal  cheeses  (including,  on  one  re 
visit,  a  rarely  seen  Afuega'l  Pitu  from  Spain). 

After  making  selections,  guests  drift  outsidfl 
lunch  at  picnic  tables  set  under  a  towering  st 
of  oaks  and  gaze  out  over  the  same  hills,  vineyards  and  woodlands  that  reminded  Jeffersoi 
Burgundy.  Thomas  Jefferson,  meet  Auguste  Fauchon. 

The  Shop  also  doubles  as  the  tasting  room  tor  the  Estate's  wines,  made  here  on  the  i 
tcrroh  of  American  wine  with  the  consulting  help  of  famed  Bordeaux  consultant  Mic 
Holland.  Kluge's  flagship  wine  is  "New  World  Red,"  a  soft  and  opulent  Bordeaux-style  bli 
but  the  Estate  also  produces  the  less  formal  "Albemarle  Simply  Red,"  packed  with  berry 
currant  flavors,  and  "Kluge  Estate  SP,"  a  zingy  sparkler  made  from  chardonnay  grapes  us 
the  classic  methode  champenoise.  If  you  haven't  tasted  a  wine  recently  from  one  of  the  bet! 
Virginia  winemakers — and  Kluge  is  definitely  among  them — you  maybe  shocked  at  the  lei 
in  quality  these  wines  have  made  over  the  past  decade  or  so. 

Patrick  Henry  would  be  happy  to  know  that  the  downtown  Charlottesville  outpost  of  PW 
Kluge  is  an  all- American  restaurant,  Fuel  Co.,  probably  the  only  place  you'll  ever  use  the  wo 
"sleek,"  "stylish"  and  "gas  station"  in  the  same  sentence.  Outside,  the  locals  still  pull  up  to 
pumps  for  self-service,  but  the  hungry  ones  also  fill  up  inside  on  American  comfort  fo 
from  towering  BLTs  to  pecan-roasted  grouper,  pork  chops  and  Colorado  lamb,  prepared 
Chef  Tim  Hockctt,  formerly  of  Chicago's  acclaimed  Tru.  Fuel  Co.'s  eclectic  wine  list  rani 
from  Kluge's  bottlings  to  California  wines  that,  these  days,  are  just  a  tad  more  expens 
than  the  high-test  out  at  the  pumps,  meaning  you  don't  worry  about  your  personal  octj 
rating  as,  unlike  President  Jefferson,  you  enjoy  your  native  victuals.  — BILL  WHITMAN 


Botero's  fat 
cat:  sly 
urban  hip  at 
London's 
Soho  Hotel 


85  in  all,  plus  four  humong- 
ous  penthouse  suites — are 
tricked  out  in  hot  hues  of  pink 
and  green. 

The  lobby-level  restaurant 
is  called  Refuel,  a  name 
inspired  by  a  stubborn  myth 
that  the  hotel  building  was 
once  a  parking  garage.  (It 
just  looks  like  one  from  the 
outside.)  The  eatery  is  vast, 
but  (be  warned)  it  fills  up 
quicker  than  a  Morris  Minor 
Thursday  through  Saturday 
nights,  with  hordes  of  self- 
possessed  trendoids  on  the 
prowl.  Refuel  is  probably  not 


the  best  choice  for  a  pretties 
bite,  but  if  you're  simply 
exhausted  from  shopping  tht 
neighborhood  boutiques,  son 
kind  of  chilled  azure  liquid  i 
martini  glass  and  a  seat  at  tl 
bar  might  be  just  the  thing 
to  spirit  you  into  your  evenin 

— PUDDY  DODDRI D 
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Soho  Hotel,  4  Richmond  Mews,  Londo 
WID  30H;  011-44-20-7559-3001 
www.sohohotcl.com.  Room  rate 
range  from  about  $425  to  $4,501 
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Treasures 

oftAeTlTANS: 

1900-1950 


National  Jewelry  Institute  at  The  Forbes  Galleries 


THROUGHOUT  HISTORY,  HONOR,  FAME  AND  FORTUNE  HAVE  BEEN  BESTOWED 
on  only  a  small  group  of  individuals:  people  who  have  excelled  in  the  creative  world, 
displayed  superlative  skill  in  the  sports  arena  or  showed  extraordinary  financial 
acumen;  individuals  who  have  commanded  armies,  provided  religious  leadership  or 
ruled  governments.  An  even  more  limited  number  of  those  people  have  truly  climbed 
to  the  summit  of  their  fields:  Franklin  Delano  Roosevelt,  Sarah  Bernhardt,  General 
George  S.  Patton,  Jr.,  Coco  Chanel,  Fred  Astaire,  Gene  Tunney,  Jesse  Owens, 
Charles  Lindbergh  and  John  D.  Rockefeller,  Sr.,  to  name  but  a  few.  These  are  the 
people  we  consider  to  be  the  Titans  of  the  twentieth  century. 


Winston  Churchill 

Cigarette  case 

( '.ii tier  London,  I ^52 

Gold,  enamel 
Curlier  Collation 
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Thomas  Jefferson's 
dream,  circa  2005 


ENGLAND 

London:  According  to  a 
gleaming  brass  plaque  outside 
the  Dog  &  Duck  pub  on 
Bateman  Street,  the  Soho 
section  of  London  "was  once  a 
royal  hunting  ground  in  the 
days  of  Henry  VIII."  Ergo: 
"'So-ho'...was  a  hunting  call 
which  once  echoed  across  the 
fields  here."  If  the  numbers 
of  singles  that  cruise  the  clubs 
and  pubs  these  days  is  any 
indication,  the  neighborhood 
remains  a  rich  hunting 
ground — "Food  &  Vodka" 
reads  the  rather  direct  sign 
outside  one  dating  hot  spot — 
and  at  the  center  of  the 
action  is  the  new  SOHO  HOTEL. 

Completion  of  the  Soho 
last  fall  sealed  design 
impresario  Kit  Kemp's 
domination  of  London's  current 
cool  lodgings  competition. 
(She  also  created  the  charm- 
oozing  Pelham,  Charlotte 
Street  and  Covent  Garden 
hotels,  among  others.)  The  first 
indication  you're  in  for 
something  fun  and  different 
at  the  Soho  is  the  ten-foot 
Fernando  Botero  sculpture  of  a 
smugly  satisfied- looking  cat 
that  greets  visitors  in  the 
lobby.  The  hotel's  interior  is 
ultra-urban  hip,  and  the  large, 
light-rilled  guest  rooms — 
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Kluge's  burgeoning — and  distinctly  Frenchifiej 
food  and  wine  ventures.  In  a  wry  bit  of  understa 
ment,  Kluge  has  named  the  Estate's  culinary  ceil 
the  "Farm  Shop":  In  reality,  it's  an  elegantly  stoc 
Parisian-style  food  hall  that  has  surprisingly  mi 
rialized  in  the  heart  of  Virginia  hunt  country 
though  mom-and-pop  farm  stands  abound  n 
Charlottesville,  this  country  market  happens  to 
run  by  gourmet  chefs  who  produce  fleur  verte  ta 
duck  confit,  rabbit  and  apricot  rillette,  and  soi 
vichyssoise.  The  dessert  display  showcases  cho 
late  pistachio  bombe  or  raspberry  mousse,  plus 
array  of  artisanal  cheeses  (including,  on  one  rec 
visit,  a  rarely  seen  Afuega'l  Pitu  from  Spain). 

After  making  selections,  guests  drift  outsidq 
lunch  at  picnic  tables  set  under  a  towering  sti 
of  oaks  and  gaze  out  over  the  same  hills,  vineyards  and  woodlands  that  reminded  Jeffersor 
Burgundy.  Thomas  Jefferson,  meet  Auguste  Fauchon. 

The  Shop  also  doubles  as  the  tasting  room  for  the  Estate's  wines,  made  here  on  the  f 
terroir  of  American  wine  with  the  consulting  help  of  famed  Bordeaux  consultant  Mic 
Rolland.  Kluge's  flagship  wine  is  "New  World  Red,"  a  soft  and  opulent  Bordeaux-style  ble 
but  the  Estate  also  produces  the  less  formal  "Albemarle  Simply  Red,"  packed  with  berry  i 
currant  flavors,  and  "Kluge  Estate  SP,"  a  zingy  sparkler  made  from  chardonnay  grapes  u 
the  classic  methode  champenoise.  If  you  haven't  tasted  a  wine  recently  from  one  of  the  bee 
Virginia  winemakers — and  Kluge  is  definitely  among  them — you  may  be  shocked  at  the  le 
in  quality  these  wines  have  made  over  the  past  decade  or  so. 

Patrick  Henry  would  be  happy  to  know  that  the  downtown  Charlottesville  outpost  of  Pla 
Kluge  is  an  ail-American  restaurant,  Fuel  Co.,  probably  the  only  place  you'll  ever  use  the  wo 
"sleek,"  "stylish"  and  "gas  station"  in  the  same  sentence.  Outside,  the  locals  still  pull  up  tc 
pumps  for  self-service,  but  the  hungry  ones  also  fill  up  inside  on  American  comfort  fo 
from  towering  BLTs  to  pecan-roasted  grouper,  pork  chops  and  Colorado  lamb,  prepared 
Chef  Tim  Hockett,  formerly  of  Chicago's  acclaimed  Tru.  Fuel  Co.'s  eclectic  wine  list  ranj 
from  Kluge's  bottlings  to  California  wines  that,  these  days,  are  just  a  tad  more  expens 
than  the  high-test  out  at  the  pumps,  meaning  you  don't  worry  about  your  personal  octa 
rating  as,  unlike  President  Jefferson,  you  enjoy  your  native  victuals.  — BILL  WHITMAN 


Botero's  fat 
cat:  sly 
urban  hip  at 
London's 
Soho  Hotel 


85  in  all,  plus  four  humong- 
ous  penthouse  suites — are 
tricked  out  in  hot  hues  of  pink 
and  green. 

The  lobby-level  restaurant 
is  called  Refuel,  a  name 
inspired  by  a  stubborn  myth 
that  the  hotel  building  was 
once  a  parking  garage,  (ft 
just  looks  like  one  from  the 
outside.)  The  eatery  is  vast, 
but  (be  warned)  it  fills  up 
quicker  than  a  Morris  Minor 
Thursday  through  Saturday 
nights,  with  hordes  of  self- 
possessed  trendoids  on  the 
prowl.  Refuel  is  probably  not 


the  best  choice  for  a  prethea 
bite,  but  if  you're  simply 
exhausted  from  shopping  the 
neighborhood  boutiques,  son 
kind  of  chilled  azure  liquid  it 
martini  glass  and  a  seat  at  tl" 
bar  might  be  just  the  thing 
to  spirit  you  into  your  eveninj 
— PUDDY  DODDRIDC 
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Soho  Hotel.  4  Richmond  Mews,  Londoi 
WID  3DH:  011-44-20-7559-3000 
www.sohohotcl.com.  Room  rate' 
range  from  about  $425  to  $4,500: 
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Treasures 

oftkTlTANS: 

1900-1950 


National  Jewelry  Institute  at  The  Forbes  Galleries 


THROUGHOUT  HISTORY,  HONOR,  FAME  AND  FORTUNE  HAVE  BEEN  BESTOWED 
on  only  a  small  group  of  individuals:  people  who  have  excelled  in  the  creative  world, 
displayed  superlative  skill  in  the  sports  arena  or  showed  extraordinary  financial 
acumen;  individuals  who  have  commanded  armies,  provided  religious  leadership  or 
ruled  governments.  An  even  more  limited  number  of  those  people  have  truly  climbed 
to  the  summit  of  their  fields:  Franklin  Delano  Roosevelt,  Sarah  Bernhardt,  General 
George  S.  Patton,  Jr.,  Coco  Chanel,  Fred  Astaire,  Gene  Tunney,  Jesse  Owens, 
Charles  Lindbergh  and  John  D.  Rockefeller,  Sr.,  to  name  but  a  few.  These  are  the 
people  we  consider  to  be  the  Titans  of  the  twentieth  century. 


Winston  Churchill 

Cigarette  case 
Carder-London,  1932 
Gold,  enamel 

Cartier  Collection  By    Brian    Scott    I  lpt  on 
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Government  and  Royalty 

Winston  Churchill 
King  Ferdinand  I  ol  Bulgaria 
lugh  Grosvenor,  Duke  of  Westminster 
Aga  Khan  III 
T.  E.  Lawrence  (Lawrence  of  Arabia) 
General  Douglas  Mac-Arthur 
Archbishop  Enrico  Montalbctti 
General  George  S.  Patton,  Jr. 

Eleanor  Roosevelt 
Franklin  D.  Roosevelt 
Theodore  Roosevelt 
Maharaja  Bhupinder  Singh  of  Patial.) 

King  Umberto  II  of  Italy 
King  Victor  Emmanuel  III  of  Italy 
Woodrow  Wilson 
Prince  Felix  Youssoupoff 

Arts  and  Society 

Frederic  Boucheron 
Coco  Chanel 
Christian  Dior 
Salvatore  Ferragamo 
Barbara  Hutton 
Jeanne  Lanvin 
Pablo  Picasso 
Daniel  Porthault 
Helena  Rubinstein 
Harry  Winston 

Sports  and  Entertainment 

Marian  Anderson 
Fred  Astaire 
Josephine  Baker 
Sarah  Bernhardt 
Louise  Brough 
Marlene  Dietrich 
Walt  Disney 
Eddy  Duchin 
Leland  Hayward 
Jesse  Owens 
Mary  Pickford 
John  Ringling 
Gene  Tunney 

Industry  and  Finance 

Andre  Citroen 
David  Dubinsky 
Alfred  Dunhill 
Charles  T.  Fisher 
B.  C.  Forbes 
Henry  Ford 
Henry  Clay  Frick 
William  Randolph  Hearst 
Emile-Maurice  Hermes 
Max  Hvmans 
Meyer  Lansky 
Charles  Lindbergh 
Henry  Luce 
J.  Pierpont  Morgan 
Adolph  Ochs 
C.  W.  Post 
John  D.  Rockefeller,  Sr. 

David  Sarnoff 
Payne  Whitney 


HILE  THESE  EXTRAORDINARY 
individuals  all  employed  different 
talents  to  reach  their  exalted 
states,  they  had  one  trait  in  com- 
mon: the  pursuit  and  appreciation 
of  the  perfect  object.  For  one,  that 
was  an  exquisitely  crafted  cigarette  lighter  that  was  a  triumph  of 
both  form  and  function;  another  preferred  a  gold  and  pearl  ring 
that  flattered  the  wearer  by  its  shape  and  proportion;  and  for 
another  it  was  a  revolver  that  instantly  signaled  power  and 
authority  to  all  who  beheld  it. 

For  other  titans,  their  own  priceless  gift  was  chosen  for  them  by  a  fond  family 
member,  devoted  colleague  or  distinguished  admirer.  In  all  cases,  the  object  soon 
became  not  so  much  a  treasured  memento,  but  an  extension  of  the  person  who  pos- 
sessed it.  And  although  we  may  not  be  titans  ourselves,  each  of  us  owns  something 
about  which  we  feel  just  as  strongly  —  an  object  that  reflects  our  desires,  our  com- 
mitments and  our  humanity. 

That's  one  reason  The  Forbes  Galleries  is  pleased  to  embark  on  its  partnership 
with  the  National  Jewelry  Institute  (NJI)  with  Treasures  of  the  Titans:  1900-1950,  on 
exhibit  through  December  31 ,  2005.  (The  second  half  of  the  exhibition,  Treasures  of 
the  Titans:  1 950-2000,  will  be  on  view  at  The  Forbes  Galleries  in  Spring  2006). 
This  stunning  collection  of  nearly  100  precious  objects  is  the  perfect  fit  for  the 
gorgeous  galleries,  which  housed  the  magnificent  Faberge  collection  for  many 
years.  "When  the  Faberge  collection  was  returned  to  Russia,  we  began  looking  for 
a  worthy  successor  for  the  Forbes  Jewelry  Gallery,"  says  Forbes  Vice  Chairman  and 
NJI  Board  Member  Christopher  "Kip" 
Forbes.  "This  exciting  thematic  show 
its  sequel  and  other  planned  NJI 
exhibits  are  sure  to  delight  visi- 
tors from  around  the  world,  just 
as  the  Faberge  once  did." 


Alfred  Dunhill 

R.W5  Queen  Mary  aquarium  lighter 
Dunhill,  19S0 
Gold  plate,  perspex 
Dunhill  Museum  S^Archivc 
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ARTS  AND  SOCIETY 


BEAUTY,  IT  IS  SAID,  IS  IN  THE  EYE  OF  THE 
beholder.  And  when  the  beholders  made  their 
living  creating  beautiful  objects  for  the  world  to 
enjoy  —  whether  it  was  fabulous  fashions  or 
immortal  paintings  —  is  it  any  wonder  that  their 
treasures  were  particularly  magnificent?  What's 
even  more  appropriate  is  that  many  of  these  individuals,  who 
derived  such  pleasure  from  making  useful  items  for  others  to 
enjoy,  selected  items  that  were  meant  to  be  used  in  everyday  life 
rather  than  be  displayed  lifelessly  on  credenzas  or  hidden  from 
view  inside  drawers  or  vaults. 

As  is  still  true  today,  no  single  item  says  more  about  a  man's 
style  and  bearing  than  the  watch  he  chooses  to  sport  on  his  wrist. 
The  right  timepiece  is  about  so  much  more  than  telling  time.  The 


legendary  fashion  designer  Christian  Dior,  who  changed  the  faca 
fashion  by  creating  the  "New  Look"  in  1947,  summed  up  his  p| 
sonal  style  by  wearing  a  gorgeous  watch  of  gold,  crystal 
leather.  Another  trendsetter  in  the  fashion  industry,  footwt 
designer  Salvatore  Ferragamo  —  who  created  those  extraordin; 
ruby  slippers  worn  by  Judy  Garland  in  The  Wizard  of  Oz  - 
inordinately  fond  of  his  Patek  Philippe  gold  wristwatch,  which 
designed  by  the  revered  Swiss  company  in  1 948 . 


The  Maharaja  Bhupindcr  Singh  of  Patiala 

Necklace 

Carrier-Paris,  1928 

Diamonds,  yellow  zirconia,  white  zirconia,  topaz, 
synthetic  rubies,  smokv  quartz,  citrine 
CameT  Collection 
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"Fashion  is  not  something 
that  exists  in  dresses  only. 
Fashion  is  in  the  sky,  in 

the  street,  fashion  has  to 
do  with  ideas,  the  WAY  we 

live,  what  is  happening." 

Coco  Chanel  (1883-1971) 


Other  gentlemen  expressed  their  passions  through 
the  objects  that  sat  on  their  desk.  The  great  jeweler 
Harry  Winston  particularly  prized  a  pair  of  sterling 
silver  and  18-karat  gold  pens.  And  why  not?  These 
writing  instruments  were  truly  works  of  art.  Emile- 
Maurice  Hermes,  the  savvy  businessman  who  trans 
formed  his  family's  luggage  company  into  a  global 
manufacturer  of  luxurious  leather  handbags,  took 
enormous  pride  in  an  enameled  copper  and  morocco 
leather  desk  set  in  a  fittingly  royal  shade  of  blue. 

Daniel  Porthault,  the  great  textile  titan,  adored  his 
"24  Heures  du  Mans"  sterling  silver  cigarette  case 
almost  as  much  as  he  loved  his  beloved  race  cars.  The 
artist  Pablo  Picasso,  one  of  the  true  geniuses  of  the 
twentieth  century,  showed  his  love  for  the  photogra- 
pher Dora  Maar  by  designing  a  silver-plated  tallboy 
lighter  with  her  image  engraved  on  the  lid,  and  hav- 
ing this  one-of-a-kind  object  made  by  Alfred  Dunhill 
(under  license  from  Cartier)  to  present  to  her  as  a 
token  of  his  affection. 

Not  surprisingly,  the  women  of  this  period  dis- 
played their  flair,  taste  and  acumen  by  the  jewels  they 
wore  to  go  out  in  public.  The  superb  couturier  Jeanne 
Lanvin,  who  founded  what  is  now  the  oldest  Parisian 
fashion  house,  was  regaled  for  her 
1920s  Cartier  pendant  watch  pin 
made  of  gold,  platinum,  diamonds, 
sapphires,  enamel  and  onyx  and 
supported  by  a  delicate  black  rib- 
bon. For  her  own  creation,  an 
Etoile  brooch,  Coco  Chanel  used 
platinum  and  28  diamonds,  with  a 
total  weight  of  6  carats.  She  used 
to  say,  "If  I  have  chosen  diamonds, 
it  is  because  they  represent  the 
greatest  value  in  the  smallest  vol- 
ume." The  brooch  was  designed  in 
1932  for  the  Bijoux  de  Diamants 
exhibition,  and  was  presented  in  a 
case  made  of  blue  velvet  and  silk, 
with  "Chanel"  boldlv  inscribed  in 
gold  on  the  lid. 


Pablo  Picasso 

Tallboy  lighter 
Alfred  Dunhill  under  license 
from  Cartier,  c.  1936 
Silver  plate 

Dunhill  Museum  Hjirchive 


Left:  Harry  Winston 

Gold  and  silver  pens 
Maker  unknown,  C.  19S0 
Gold,  silver 

Bruce  and  Barbara  Winston 
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Polish-born  emigre  Helena  Rubinstein,  who  practically  single-handedly 
taught  American  women  about  skin  care  and  make-up,  was  world-renowned 
tor  her  love  of  color  and  hold  designs,  all  clearly  in  evidence  in  her  favorite 
scarab  locket  pendant,  a  nineteenth-century  masterpiece  of  gold,  silver,  dia 
monds,  pearls  and  radiant  lapis  lazuli. The  ethereal  heiress  Barhara  Hutton,  one 
of  the  world's  foremost  arbiters  of  style  in  the  1940s,  presented  one  of  her 
dear  friends  with  a  whimsical  "winged  fairy"  brooch  made  of  platinum,  dia- 
monds, rubies  and  emeralds  by  the  house  of  Van  Cleef  &  Arpels.  It  perfectly 
captured  Hutton 's  undeniable  spirit. 


SPORTS  AND  ENTERTAINMENT 

IF  EUROPEANS  OFTEN  LOOKED  TO  THEIR  MONARCHS  AS 
role  models,  Americans  have  long  taken  their  cues  —  style  and  other- 
wise —  from  movie  stars  and  athletes.  As  one  might  imagine,  their 
physical  beauty  was  often  reflected  in  the  beauty  of  the  objects  they 
wore  or  carried. 

Take  two  of  the  biggest  female  stars  of  the  silver  screen.  Mary  Pickford, 
known  as  "America's  Sweetheart" —  and  also  the  wife  of  the  dashing  film  god 
Douglas  Fairbanks  and  one  of  the  founders  of  United  Artists  —  owned  a  dis- 
tinctive vanity  case  of  diamond,  gold  and  enamel  that  bore  her  initials.  The 
super-sexy  Marlene  Dietrich  adored  her  gold  and  steel  pocket  watch.  But  she 
adored  her  Shanghai  Express  director  Josef  von  Sternberg  even  more;  so  she 
gave  it  to  him  when  they  completed  that  still-loved  film. 


Above:  Coco  Chanel 

Etoile  brooch 

Designed  by  Coco  Chanel,  1932 
Platinum,  diamonds 
Chanel  Joaillerie 

Left:  T.  E.  Lawrence 

Aviator  chronograph- w-ristwatch 
Omega  SA,  1915 
Silver,  leather 
Omega  Archives 


"This  thing  that  we  call  failure'  is  not 
the  Jailing  down,  but  the  staying  down." 

Mary  Pickford  (1893-1979) 


ison  Avenue  at  66th  Street,  New  York  City  212.288.1872  Bellagio  Hotel  -  Las  Vegas,  Nevada  702.693.7050 

www.  fredleighton.com 
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Above:  Marlene  Dietrich 

Clarte  pocket  watch 
Hermes,  1920 
Rose  and  yellow  gold,  steel 
Conservatoire  des  Creations  Hermes 

Top:  Walt  Disney 

Money  clip 
Cartier,  c.  1940 
Gold,  enamel 
Walt  Disney  Family  foundation 


Three  other  leading  ladies  of  the 
entertainment  world  also  shone 
off-stage.  Sarah  Bernhardt,  whom 
many  people  consider  the  greatest 
stage  actress  of  all  time,  was  given  a 
bejeweled  bound  copy  of  the  play  La 
Princesse  Lointaine  by  its  author,  Edmond 
Rostand    (the    author    of   Cyrano  de 
Bergerac).  Singer /dancer  Josephine  Baker, 
the  quintessential  nightclub  performer  —  and 
one  of  the  twentieth  century's  first  sex  goddesses  — 

kept  her  calling  cards  in  a  sterling  silver  case.  Meanwhile,  the  opera  singer 
Marian  Anderson,  the  first  African -American  to  perform  at  The  Metropolitan 
Opera,  could  be  seen  on  many  an  opening  night  wearing  a  pair  of  amazing 
flower-and-bug  earrings. 

"If you  can  dream  it, you  can  do  it" 

Walt  Disney  (1901-1966) 

And  the  men  of  that  era  were  just  as  soigne.  Was  there  anyone  ever  more 
elegant  than  Fred  Astaire?  Not  really  —  as  anyone  who  has  watched  his  many 
RKO  and  MGM  musicals  can  attest.  But  should  further  proof  be  needed,  just 
consider  his  curved  tank  Cartier  wristwatch.  Movie  mogul  Walt  Disney,  one 
of  the  richest  and  most  powerful  men  in  the  world,  kept  his  dollars  handy  in 
a  money  clip  fittingly  equipped  with  an  image  of  one  of  the  Seven  Dwarfs. 

The  pianist  Eddy  Duchin,  the  toast  of  New  York  society  in  the  1920s  and 
1930s,  not  only  had  the  golden  touch,  but  a  love  for  golden  objects,  includ- 
ing a  beautiful  pencil,  belt  buckle  and  cigarette  lighter.  Not  quite  as  pre- 
cious, but  nonetheless  significant,  was  the  bronze  humidor  from  Tiffany  6k 
Co.  owned  by  John  Ringling,  who  acquired  the  Barnum  &  Bailey  Circus  in 
1906  and  turned  the  combined  enterprise  into  one  of  America's  most  pop- 
ular and  successful  attractions. 

Tennis  great  Louise  Brough  had  a  winning  attitude  both  on  and  off  the 
court.  In  1942,  Brough  and  her  doubles  partner  Margaret  Osborne  won  the 
U.S.  National  Women's  Doubles  title  —  one  of  35  titles  Brough  would  earn 
in  her  illustrious  career  —  and  were  dulv  rewarded  with  a  platinum,  ruby 
and  diamond  brooch  made  for  them  bv  Osborne's  fiance,  William  duPont. 
Heavyweight  champion  Gene  Tunney  was  also  the  owner  of  a  truly  incredible 
Cartier  panther  brooch,  which  he  commissioned  in  1 928  as  a  gift  for  his  wife. 
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Top  left:  Hugh  Grosvcnor,  Duke  of  Westminster 

Tassel  bracelet 
Van  Cleef  &  Arpels,  1929 
Platinum,  diamonds,  rubies 
Van  Cleef  St_Arpels  Collection 

Top  right:  Jesse  Owens 

Presidential  Medal  of  Freedom 
Maker  unknown,  c.  1970 
Gold  plate,  enamel 
Jesse  Owens  Trust 

A  hove:  Theodore  Roosevelt 

Shaving  Kit 

American,  maker  unknown,  c.  1900 
Gold  plate,  leather 
Sagamore  Hill  National  Historic  Site 


But  if  you  ask  people  to  name  the 
greatest  athlete  of  the  twentieth  century, 
the  name  that  will  spring  from  many 
lips  is  Jesse  Owens.  In  19  36,  this  African- 
American  runner  showed  the  world  at  the 
Berlin  Olympics  that  he  could  overcome  both  the 

speed  barrier  and  the  racial  barrier,  and  became  an  international  hero  in  the 
process.  For  his  efforts,  he  was  awarded  the  Presidential  Medal  of  Freedom,  a 
pair  of  USA  Olympic-design  cufflinks  and  an  Olympic  ring. 

"We  all  have  dreams. 
But  in  order  to  make  dreams  come  into  reality, 
it  takes  an  awful  lot  of  determination, 
dedication,  self- discipline  and  effort." 

Jesse  Owens  (1913-1980) 

GOVERNMENT  AND  ROYALTY 

WILLIAM  SHAKESPEARE  TOLD  US  THAT 
"uneasy  is  the  head  that  wears  the  crown," 
while  Mel  Brooks  told  us  "it's  good  to  be 
King."  There's  certainly  some  truth  to  the 
latter  statement  if  the  extraordinary  objects 
owned  by  some  of  the  world's  great  leaders 
of  the  twentieth  century  are  taken  as  proof  of  the  benefits  of  the  throne. 

Ferdinand  I  of  Bulgaria  had  what  must  be  called  truly  exquisite  taste.  His 
presentation  cigarette  case,  which  featured  diamonds,  rubies  and  emeralds, 
was  designed  by  the  great  Peter  Carl  Faberge,  while  his  presentation  cigar  box, 
also  decorated  by  those  same  precious  gems,  was  created  by  the  world-famous 
Friedlander  of  Berlin.  Ferdinand's  reign  was  reasonably  short:  he  took  the 
dirone  in  1 908 ,  when  Bulgaria  declared  itself  independent  of  the  Ottoman 
Empire,  and  abdicated  in  1918  after  his  country's  defeat  in  World  War  I. 

King  Umberto  II,  Italy's  last  reigning  monarch  —  his  position  was  elim- 
inated by  the  Italian  people  in  1 946  — ■  possessed  a  magnificent  gold  belt 
buckle  watch  created  by  Hermes.  As  beautiful  as  that  timepiece  is,  however, 
it  pales  in  comparison  to  the  stunning  gold  and  diamond  tiara  that  Buccellati 
made  for  the  daughter  of  King  Victor  Emmanuel  III,  who  stepped  dowTi  at 
the  end  of  World  War  II,  in  favor  of  Umberto. 


by  Finder  SP20: 

iless  steel  polished  and 
hed  case,  automatic  mechanical 
ement  with  burgundy  calf  strap, 
interchangeable  'road  bezel' 
5  homage  to  Mr  Alfred  Dunhill's 
ition  of  the  'Bobby  Finder', 
unner  to  modern  day  speed 
era  detectors 


^1  I 


fifth  avenue,  new  york 
/.dunhill.com.  800  776  4053 
(d  dunhill,  equipping  gentlemen  since  1893 


A.DunhillLt_? 

LONDON 
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Top  right:  Sarah  Bernhardt 

La  Princesse  Lointaine 
Maker  unknown,  c.  1895 
Leather,  gold,  diamonds,  semi-precious  stones 
Private  Collection,  NewYork 

Above:  Henry  Clay  Frick 

Fraternal  emblem  pin 
Theodore  B.  Starr,  c.  1900 
Gold,  spiderweb  turquoise,  diamonds 
Collection  of  The  Frick  Art  &^Hisroncal  Center 


The  same  year  Buccellati  created  that  timeless  treasure,  its  leader, 
Mario  Buccellati  —  who  turned  the  family  business  into  one  of  the 
world's  leading  silver  and  jewelry  houses  —  decided  to  make  a  gift  for 
Archbishop  Enrico  Montalbetti,  who  was  instrumental  in  the  education 
of  Mario's  five  children.  The  result  was  a  remarkable  jeweled  cross  that 
Montalbetti  wore  until  his  death  in  1938,  after  which  it  was  returned  to 
the  Buccellati  family. 

Another  royal  eminence,  The  Maharaja  Bhupinder  Singh  of  Patiala, 
was  firmly  committed  to  the  high  principles  of  democracy.  Yet  this  Indian 
ruler  also  had  a  great  appreciation  of  the  finer  things  in  life,  such  as  a 
Carticr-made  necklace  of  diamonds,  zirconia,  topaz  and  citrine.  Russian 
Prince  Felix  Youssoupoff,  one  of  the  men  who  killed  the  traitorous  priest 
Rasputin,  also  turned  to  the  great  French  design  house  for  a  pearl-and- 
diamond-studded  stickpin  in  platinum,  as  did  the  legendary  Aga  Khan  III, 
who  counted  a  Cartier  paper  knife  boasting  nephrite,  sapphires  and  onyx 
among  his  most  prized  possessions. 

It  should  come  as  no  surprise  that  some  British  titans  of  the  twentieth 
century  are  still  renowned  for  their  dedication  to  elegance,  style  and  sophis- 
tication. When  Prime  Minister  Winston  Churchill  needed  the  perfect  birth- 
day present  for  his  son  Randolph,  he  commissioned  a  gold  cigarette  case 
complete  with  a  beautiful  personal  inscription.  Adventurer  T.  E.  Lawrence, 
immortalized  by  actor  Peter  O'  Toole  in  the  Oscar- winning  film  Laurence  of 
Arabia,  wore  a  sporty  aviator  chronograph-wristwatch  bv  Omega. 


armani 

black  co 

the  new  fragrance  for  men 

GIORGIO 
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Above:  Frederic  Boucheron 

Cigarette  case 
Boucheron,  c.  1919 
Agate,  gold,  enamel 
Boucheron  Collection 

Right:  Franklin  D.  Roosevelt 

Wedding  stickpin 
Tiffany  &  Co.,  190S 
Gold,  platinum,  diamonds,  pearls 
Franklin  D.  Roosevelt  Presidential  Library  and  Museum 


'Do  what  you feel  in  jour  heart  to  be  right  —  for 
you  11  he  criticized  anyway.  You'll  he  damned 
if  you  do,  and  damned  if  you  don't" 

Eleanor  Roosevelt  (1884-1962) 


In  America,  no  family  could  compete  with  the  Roosevelts  —  in  so  manv 
arenas.  While  he  may  have  been  a  Rough  Rider,  President  Teddy  Roosevelt 
was  extremely  concerned  with  his  personal  appearance,  as  evidenced  by  the 
superb  toilet  set  and  shaving  kit  he  owned.  His  cousin  and  fellow  President, 
Franklin  Delano  Roosevelt,  was  a  man  born  of  privilege  with  the  utmost 
concern  for  the  common  man.  Yet,  there  was  nothing  common  about  the 
diamond-studded  stickpin,  made  by  Tiffany  &  Co.,  which  he  designed  for  the 
ushers  at  his  wedding  in  1 905 .  Equally  unusual  was  his  famed  "Victory  Ring," 
a  present  to  him  from  a  pair  of  friends  in  1942,  a  V-shaped  creation  com- 
prised of  his  initials  topped  by  three  small  precious  stones. 

His  wife,  the  great  humanitarian  Eleanor  Roosevelt,  had  her  own  beloved 
ring,  a  nineteenth-century  pearl  and  diamond  cross-shaped  creation  bv 
Tiffany  &  Co.  that  originally  belonged  to  her  mother,  Anna  Hall  Roosevelt. 
In  addition,  in  1943,  the  First  Lady  was  presented  with  an  unbelievably  beau- 
tiful tiara  from  the  Sultan  of  Morocco.  And  the  Roosevelts  weren't  the  only 
presidents  with  a  fondness  for  lovely  jewels  —  just  take  a  look  at  Woodrow 
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Wilson's  wonderful  cufflinks  and  studs,  also  by  Tiffany  &  Co. 

The  joys  of  silver  and  gold  were  appreciated  by  two  of  the  twentieth 
century's  greatest  —  and  most  colorful  —  military  leaders:  General 
Douglas  MacArthur  and  General  George  S.  Patton,  Jr.  MacArthur  took 
particular  pleasure  in  a  gold  pocket  watch  given  to  him  by  his  mother, 
Mary  Pinkney  Hardy  MacArthur.  But  Patton 's  signature  treasure  was  a 
single -action,  .45-caliber  nickel-plated  revolver  with  an  engraved  ivory 
grip.  Created  by  the  Colt  Patent  Firearms  Company,  this  cowboy-like  six- 
shooter  was  the  perfect  symbol  of  the  larger-than-life,  ultra-masculine 
image  that  Patton  always  chose  to  project. 


Top:  General  George  S.  Patton,  Jr. 

Model  1873  single-action  army  revolver,  .45  caliber 
Colt  Patent  Firearms  Company,  Hartford,  Connecticut,  1916 
Nickel-plated,  ivory  grips 
Patton  Museum  of  Cavalry  and  Armor 


Right:  Eleanor  Roosevelt 

Tiara 

Maker  unknown,  c.  1943 
Gold,  colored  gems 
Presented  by  Sultan  Sidi  Mohammed, 
who  became  the  King  ol  Morocco  in  1957 
Franklin  D.  Roosevelt  Presidential  Library  and  Museum 


"I'm  a  soldier,  I  fight 
where  I  am  told,  and 
I  win  when  Ijight." 

General  George  S.  Patton,  Jr.  (1885-194S) 
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DUSTRY  AND  FINANCE 


IF  THERE  ARE  TRULY  TITANS  AMONG  TITANS,  THEY  ARE  THE  MEN 
who  made  their  mark  in  the  business  world  —  the  men  who  developed  news- 
papers and  magazines  that  we  still  read  today,  the  cars  we  still  drive  and  the 
food  we  still  eat;  the  men  whose  names  still  grace  some  of  our  greatest  cor- 
porations and  cultural  institutions. 
J.  Pierpont  Morgan  was  not  just  one  of  the  world's  most  brilliant  financiers,  but  a 
devoted  collector  of  some  of  the  world's  most  magnificent  works  of  art.  Morgan 
didn't  limit  himself  to  the  kind  of  art  that  hangs  on  the  wall,  giving  equal  favor  to  a 
handmade  gold,  platinum  and  diamond  matchbox  that  bears  the  initials  JPM,  or  a 
platinum,  gold,  jade,  turquoise  and  diamond  cologne  bottle. 

John  D.  Rockefeller,  Sr.,  one  of  our  foremost  philanthropists,  knew  it  was  better 
to  give  than  receive.  Nonetheless,  he  welcomed  such  gifts  as  a  sterling  silver  and 
ebony  dressing  set  that  bore  his  monogram.  His  contemporary,  Henry  Clay  Frick, 
took  great  pleasure  from  a  fraternal  emblem  of  gold,  turquoise  and  diamonds,  while 
financier  Payne  Whitney  gave  his  wife,  Helen  Hay,  great  pleasure  by  presenting  her 
with  a  gorgeous  diamond  necklace  on  their  wedding  day. 


Top:  Charles  T.  Fisher  Left:  Charles  Lindbergh 

Dresser  set  Money  clip  with  monogram  CAL 

Tiffany  &  Co.,  192S  Raymond  &  Company,  Paris,  France,  1927 

Silver,  crystal,  enamel  Silver,  rubies,  sapphires,  diamonds 

Tiffany  8l_Co.  Archives  Missouri  Historical  Society 
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AXA 


Art  Insurance 


Q&lA  with  Christiane  Fischer, 

CEO,  AXA  An  Insurance  Corporation 


AXA  Art  Insurance  is  the  world's 
only  specialist  focusing  exclusively 
on  insuring  art  and  other  valuable 
objects.  Its  clients  include  a  large 
spectrum  of  collections,  valued  from 
$200,000  to  over  $200  million.  Part  of 
AXA  S.A.,  a  world  leader  in  financial 
protection  and  wealth  management, 
AXA  Art  Insurance  has  offices  in  over 
a  dozen  major  cities  around  the 
globe.  In  a  recent  interview,  Christiane 
Fischer,  chief  executive  officer,  AXA 
Art  Insurance  Corporation*  spoke 
about  the  company's  business  goals, 
practices  and  its  involvement  with  the 
National  Jewelry  Institute. 


Q:  Why  is  AXA  Art  Insurance  a  founding  member  of  the 
National  Jewelry  Institute? 

We  are  avid  supporters  of  many  initiatives  dedicated  to  preserving  our  cultural  her- 
itage. For  example,  we  sponsor  conservation  research  projects  with  museums  such 
as  the  Guggenheim  and  the  Museum  of  Modern  Art,  where  they  are  investigating 
restoration  techniques  for  monochromatic  paintings,  and  we're  sponsoring  anoth- 
er project  with  conservators  at  the  Vitra  Design  Museum  to  research  new  methods 
to  help  prevent  the  deterioration  of  objects  made  out  of  plastic  materials.  As  you 
can  see,  the  mission  of  the  National  Jewelry  Institute  perfectly  complements  our 
commitment  to  the  preservation  of  objects  that  carry  a  profound  meaning  to  both 
current  and  future  generations. 

Q:  Is  jewelry  as  important  to  our  cultural  heritage  as  fine  art? 

Absolutely.  Jewelry  can  be  used  to  assert  power,  wealth  or  even  style.  Moreover,  each 
piece  reveals  not  just  its  creator's  culture  and  imagination,  but  links  it  to  a  particular 
time  and  place.  I  think  we  can  also  all  admire  the  endless  diversity  of  jewelry  objects, 
whether  they  are  made  of  precious  stones,  metals,  alloys  or  even  feathers.  Further, 
when  a  viewer  gazes  at  any  object  belonging  to  a  bygone  owner  —  whether  it's  a 
bracelet,  ring  or  necklace  —  it  can  create  an  intimate  bond  between  them.  In  short, 
jewelry  speaks  to  everyone. 


Q:  What's  the  difference 
between  insuring  jewelry  and 
other  types  of  collections? 

There  are  some  variables  between 
jewelry  and  the  other  types  of  objects 
we  insure,  such  as  a  Monet  painting,  a 
Japanese  maple  tree  or  a  Chippendale 
table.  For  example,  the  painting  is 
more  prone  to  damage  in  transit, 
while  a  small  jewelry  item  is  an  easier 
target  for  theft  or  simple  loss.  We  take 
these  specific  vulnerabilities  of  each 
collection  into  account  before  arriv- 
ing at  a  solution  that  gives  the  client 
maximum  protection. 


AXA  Art's  Fine  Art  experts  at  work 
with  an  underwriter 


Q:  How  can  the  client  be  sure  your  assessments  are  correct? 

We  employ  more  than  50  art  historians  around  the  world,  whose  specialties  cover 
many  centuries  and  cultures. They  are  always  out  in  the  galleries,  following  the  auc- 
tion results  and  maintaining  close  relationships  with  other  art  mar- 
ket players.  Moreover,  not  only  is  each  one  of  them  skilled  in  read 
ing  appraisals,  but  they  communicate  with  each  other  if  they  need 
additional  information  about  the  marketplace  or  one  particular 
item.  The  unique  aspect  of  AXA  Art  lies  precisely  in  their  knowl- 
edge. That's  why  so  many  people  trust  us. 

ART 


ADVERTISEMENT  20 


"Don 't  find fault. 
Find  a  remedy" 

Henry  Ford  (1863-1947) 


B.C.  Forbes  came  to  America  from  his  native  Scotland  in  1904  at  the 
age  of  24  and  founded  Forbes  magazine  just  1  3  years  later.  While  he  was  a 
major  American  success  story,  he  never  forgot  his  heritage,  taking 
extreme  pride  in  his"Sgian  Dubh,"or  black  knife.  Made  of  leather,  steel, 
silver  and  cairngorm,  this  unique  accessory  —  meant  to  be  tucked  into 
one's  knee  socks  —  is  an  integral  part  of  Celtic  formalwear. 

The  New  York  Times  would  not  be  one  of  the  world's  leading  newspapers 
without  the  pioneering  efforts  of  publisher  Adolph  Ochs,  who  coined  the 
paper's  slogan  "All  The  News  That's  Fit  to  Print."  And,  like  many  a  "big" 
man,  he  carried  a  big  walking  stick.  Another  legendary  publisher  was 
William  Randolph  Hearst,  the  West  Coast  magnate  who  was  the  model 
for  the  title  character  in  Orson  Welles'  Citizen  Kane.  His  palatial  home, 
Hearst  Castle  in  San  Simeon,  California,  is  full  of  many  incredible  pieces, 
but  few  compare  to  a  fifteenth-century  buffalo  horn  drinking  cup.  And  of 
all  the  things  owned  by  Henry  Luce,  the  founder  of  TIME  .Magazine,  he 
treasured  few  as  much  as  a  copper  and  brass  Great  Teachers  Award. 

Another  media  giant  was  David  Sarnoff,  the  onetime  head  of  RCA, 
who  is  almost  single-handedly  responsible  for  the  concept  of  broadcast 
radio  and  television.  Interestingly,  he  also  served  as  a  brigadier  general  in 
the  Army  Reserve.  But  his  other  great  passion  was  cufflinks,  and  he  col- 
lected numerous  examples  of  this  quintessential  male  accessory. 

Henry  Ford  also  received  a  most  unusual  gift:  an  inscribed  oversized 
model  of  a  back- wound  "duoplan"  watch  movement  made  of  brass, 
silver-gilt  and  nickel.  In  1922,  his  Gallic  counterpart,  the  French  auto- 
mobile manufacturer  Andre  Citroen,  was  also  bestowed  with  a  unique 
token  of  admiration:  a  gold  and  enamel  cigarette  case  in  commemora- 
tion of  the  first  road  built  across  the  Sahara  Desert. 


Top:  Henry  Ford 

Pocket  watch 
Cartier-Paris,  1928 
Platinum 
The  Henry  Ford 

Right:  B.  C.  Forbes 

Sgian  dubh  (black  knife) 
R.W  Forsyth  Ltd.  Glasgow  & 
Edinburgh,  c.  1900 
Leather,  steel,  silver,  cairngorm 
Collection  of  Christopher  Forbes 
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The  transportation  field  had  many  other  titans,  some  of  whom  aren't 
:e  as  well  known  as  Ford  or  Citroen.  For  example,  Charles  T.  Fisher 
one  of  the  most  important  men  in  Detroit,  and  the  founder  of  the 
ler  Body  Corporation.  He  was  also  a  loving  husband  who  gave  his  wife 
exquisite  enamel  and  crystal  dresser  set.  Max  Hymans  was  a  onetime 
nch  Resistance  leader,  a  leading  proponent  of  the  1925  World's  Fair 
'aris  and  eventually  president  of  Air  France,  which  is  why  he  was  enor- 
<usly  attached  to  an  anodized  aluminum  cigarette  lighter  made  by 
nhill,  on  which  was  engraved  the  Air  France  logo. 
Of  course,  few  men  are  as  synonymous  with  transportation  as  the 
itor  Charles  Lindbergh,  whose  transatlantic  flight  on  the  Spirit  of  St. 
Ik  in  1927  remains  one  of  the  twentieth  century's  most  dramatic  and 
:oric  moments.  A  real  "man's  man,"  Lindbergh  nevertheless  appreci- 
d  male  jewelry,  including  a  Spirit  of  St  Louis  stickpin,  a  gold  and  dia- 
nd  ring  by  JWY  Company  and  a  silver,  ruby,  sapphire  and  diamond 
■ney  clip  from  Paris -based  Raymond  &  Company. 
America's  titans  came  from  many  different  ethnic  and  religious 
>ups,  ranging  from  cereal  magnate  C.W.  Post,  the  owner  of  a  beauti- 
bronze  inkwell,  to  the  renowned  underworld  figure  Meyer  Lansky, 
o  gave  his  wife  Teddy  a  glorious  gold,  ruby  and  moonstone  bracelet 
m  Tiffany  &  Co. 


"Isn't  it  strange  that 
we  talk  least  about 
the  things  we  think 
about  most." 

Charles  Lindbergh  (1902-1974) 


Emile-Maurice  Hermes 

Desk  set 

th 

France,  20  century 

Enameled  copper,  morocco  leather 

Emile  Hermes  Collection 
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"Nobody  can  be  successful  unless  he  loves  his  work.'' 

David  SarnofT(  1891  -1971) 

A  man  of  much  simpler  taste  was  David  Dubinsky,  a  Polish-born  immigrant 
and  escapee  from  a  Siberian  prison  who  came  to  America  in  1911.  He  became 
one  of  the  country's  foremost  labor  organizers,  and  eventually  founded  the 
Liberal  Party.  Little  things  like  a  gold  pen  set,  tie  clip  or  miniature  tic  scissors 
meant  quite  a  lot  to  this  truly  special  individual. 

Just  as  these  titans  —  these  amazing  men  and  women  who  shaped  the  first 
half  of  the  twentieth  century  in  America  —  admired  and  loved  these  treasures 
on  a  daily  basis,  so  are  we  lucky  to  be  able  to  admire  them  at  The  Forbes  Galleries 
at  this  shining  moment  in  the  twenty-first  century.  • 


Barbara  Hutton 

Winged  fairy  brooch 
Van  Cleef  &  Arpcls,  1944 
Platinum,  diamonds,  rubies,  emeralds 
Van  Cleef  S^Arpels  Collection 


About  the  NATIONAL  JEWELRY  INSTITUTE 


OFFICERS 
Ashton  Hawkins,  Chairman 
Ralph  Esmerian,  Vice  Chairman 
Judith  Price,  President 

DIRECTORS 
Herve  Aaron 
Yvonne  Brunhammer 
Andre  Chervin 
Christopher  Forbes 
Chantal  Miller 
Peter  O.  Price 


The  National  Jewelry  Institute  (NJl)  was  formed  in  2002  as  a  not-for-profit 
institute  whose  mission  is  to  preserve,  research  and  exhibit  fine  jewelry  from  all  over 
the  world.  The  National  jewelry  Institute  has  held  exhibitions  in  NewYork,  London 
and  Paris  and  will  regularly  hold  exhibitions  at  The  Forbes  Galleries.  Treasures  of  the 
Titans:  1950-2000  will  be  on  view  in  Spring  2006. 

NATIONAL  JEWELRY  INSTITUTE 

Executive  Offices 

720  Fifth  Avenue,  Ninth  Floor 

NewYork,  NY  10019 

T  212-541-9459 

For  more  information,  please  contact  jberk@nationaljewelryinstitute.org, 
or  visit  www.nationaljewelryinstitute.org. 


Photos  courtesy  of:  Cartier  Collection;  N.  Welsh  for 
Carticr  Collection;  Dunhill  Museum  8i_Archive;  Chanel 
foaillerie;  Omega  Archives;  Conservatoire  des  Creations 
Hermes;  Boucheron  Collection;  Sagamore  Hill  National 
Historic  Site;  Jesse  OwensTrust;  Collection  of  The  FrickArt 
^Historical  Center;  Private  Collection,  NewYork;  Patton 
Museum  of  Cavalry  and  Armor;  Franklin  D.  Roosevelt 
Presidential  Library  and  Museum;  Missouri  Historical 
Society;  Tiffany  &_Co.  Archives;  Patrick  D.  Pagnano; 
The  Henry  Ford;  Collection  of  Christopher  Forbes;  Emile 
Hermes  Collection;  Walt  Disney  Family  Foundation; 
Van  Cleef  S^Arpels  Collection;  Bruce  and  Barbara  Winston 


Many  thanks  to  Giorgio  Armani  Perfume,  AXA  Art  Insurance  Corporation,  Cartier, 
Chanel,  Citigroup  Private  Bank,  Alfred  Dunhill,  Hermes,  Fred  Leighton  Ltd., 
Mississippi  Development  Authority,Van  Cleef  cXArpels  and  Harry  Winston  for 
their  support  of  this  program. 

This  exhibition  would  not  have  been  possible  without  the  generous  support 
of  our  sponsors: 
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citigroupj 

private  bank 


Van  Cleef  &  Arpels 


Just  over  three  years  ago,  Nissan  invested  in  the  state  of 
Mississippi  and,  in  turn,  Mississippi  invested  in  Nissan.  The 
4,000  workers  hired  at  the  new  Canton  plant  have  cranked  out 
over  ,156,000  vehicles,  including  five  successful  launches. 
None  of  this  would  have  been  possible  were  it  not  for  the 


significant  investment  the  state  itself  put  toward  recruiting  and 
training.  It's  Titans  building  Titans.  For  more  information  on  why 
you  should  move,  start  or  conduct  your  business  in  the  state 
of  Mississippi,  please  call  the  Mississippi  Development  Authority 
at  (800)  360-3323  or  go  to  our  website:  www.mississippi.org. 


PPI  NISSAN 


Nissan,  the  Nissan  Brand  Symbol  and  Nissan  model  names  are  Nissan  trademarks.  Tread  Lightly!'  Please.  Always  wear  your  seat  belt,  and  please  don't  drink  and  drive,  c  2004  Nissan  North  America.  Inc. 


;ing  Director,  Art  Advisor)  Service 
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Q:  Are  you  bankers  or  art  professionals? 

A:  We  are  art  historians.  Art  is  our  passion.  However,  Citigroup  was  the  first  to  acknowledge  that  art  is  also 
an  asset  —  and  a  valuable  asset. 

Q:  What  services  do  you  offer  to  your  clients? 

A:  Advice  on  the  purchase  and  sale  of  art  is  first  and  foremost.  We  bring  objectivity  and  expertise  to  a 
decision  that  is  often  emotional. 

Q:  And  subjective,  too. 

A:  Clients'  tastes  vary,  of  course.  It  is  important  that  we  understand  what  they  love  or  find  interesting. 
The  painting,  after  all,  will  hang  on  their  wall.  At  the  same  time,  we  work  to  ensure  that  they're 
buying  something  of  quality  and  enduring  value. 

Q:  Are  most  of  your  clients  sophisticated  collectors? 

A:  Many  are,  and  they  look  to  us  to  add  to  and  maintain  their  collections.  But  we  also  have  clients  who  are 
just  starting  out  and  want  to  learn. 

Q:  Do  they  regard  art  as  another  investment  opportunity  within  Citigroup? 

A:  Collecting  art  is  a  pleasure,  but  it  requires  knowledge  to  appreciate  in  worth.  My  advice  to  clients  is: 
Buy  with  your  head  as  well  as  your  heart. 

citigroupl* 

private  bank 


Thinking  for  Generations" 


"The  Citigroup  Private  Bank"  is  a  business  of  Citigroup  Inc.,  which  provides  its  clients  access  to  a  broad  array  of  products  and  services  available  through  bank  and 
non-bank  affiliates.  Not  all  products  and  services  are  provided  by  all  affiliates  or  are  available  at  all  locations.  For  more  information,  contact  a  pnvate  banker  or  relation- 
ship manager.  ©2005  Citicorp.  All  rights  reserved. 


Investment  Products:  •  Not  FDIC  Insured  •  No  Bank  Guarantee  •  May  Lose  Value 
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5REAT  PLACES 


anhattan:  ^ooked  at  from  one  angle, 

DER  BUTTONS,  a  diminutive  shop  on  a  quiet, 
y  side  street  of  Manhattan's  Upper  East  Side, 
n  anachronism — an  idiosyncratic,  personal- 
e  holdout  in  an  age  of  big-box  retail.  From  any 
er  angle,  the  place  is  a  trip,  (neatly)  stacked  to 
rafters  with  delicate,  hand-painted  porcelain 
tons,  playful  children's  buttons,  mid-20th-cen- 
y  Bakelite  buttons,  19th-century  French  enamel 
tons,  minutely  etched  scrimshaw  buttons, 
glish  hunting  buttons,  vintage  horn  blazer  but- 
s,  pedigreed  boat  club  buttons,  even  hefty  gold- 
pearl  buttons  from  the  same  French  factory 
t  produces  Chanel's  signature  chunky  baubles. 

his  shrine  to  closure  opened  in  1965,  followed  by  an  out- 
in  Chicago  in  1990,  and  takes  its  name  from  a  largely  in- 
.table  collection  of  early  short  prose  by  Gertrude  Stein.  The 
k  is  believed  (by  some)  to  comprise  a  brilliant  cubist  tribute 
rrifling  objects.  Others  have  dismissed  it  as  gibberish, 
vvever  Stein's  writings  were  intended,  the  book's  experimen- 
avant-garde  status  remains  undisputed.  It  is  perhaps  this 
lity  that  inspired  the  store's  founders,  Millicent  Safro  and 
late  Diana  Epstein,  to  fashion  their  eponymous  shop  as 
nd  of  pop-art  statement.  Today  the  store  is  still  as  much  a 
ery  as  a  shop,  its  owners  having  elevated  the  humble  button 
he  status  of  objet  d'art  with  the  publication  (by  Harry  N. 
-ams  in  1991)  of  the  scholarly  book  Buttons,  an  encyclopedic 
strated  history  of  the  steadfast  fastener. 
vVith  its  astounding  inventory,  and  because  it  has  always  been 
sort  of  cozy  refuge  that  invites  lingering,  Tender  Buttons  has 
n  a  button  mecca  over  the  years  for  in-the-know  collectors, 
t  types,  sartorial  perfectionists,  celebrities,  oddity  seekers  and 
a  few  tourists.  On  a  recent  visit,  a  guidebook-toting  father 
.  two  teenage  sons  were  exclaiming  in  disbelief  over  the  price 
ff)  of  a  set  of  rare  1940s  paper  cigarette  box  buttons. 
Then  there  are  the  bread-and-butter  shoppers  who  simply 


Looking  for  closure? 


want  to  replace  a  lost  button  or  spruce  up  a  cherished  article 
of  clothing.  For  these  folks,  the  process  of  selecting  the  perfect 
button  can  be  absorbing.  Customers  tend  to  dally  for  hours,  get- 
ting sidetracked  and  obsessing  over  choices.  This  is  fine  by  Ms. 
Safro  and  her  expert  staff,  who  consider  enlightening  them  to 
be  their  raison  d'etre.  Prices  range  from  60  cents  for  a  classic 
four-hole  casein  shirt  button  up  to 
$12,000  for  rare  commemorative  but- 
tons produced  for  George  Washing- 
ton's inaugurations.  The  store  also  sells 
belt  buckles,  cuff  links,  tuxedo  studs 
and  blazer  crests. 

—KERRY  MULLETT  STROM 


143  East  62nd  St.,  New 
York;  (212)  758-7004; 
946  N.  Rush  St.,  Chicago; 
(312)  337-7033. 
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PRIVATE  DINING  AT  FLEMING'S: 
IT'S  HOW  A  BUSINESS  GATHERING 
BECOMES  A  BUSINESS  EVENT. 


FLEMING'S  PRIME  STE AKHOUSE  &  WINE  BAR 

Whether  you're  hosting  an  intimate  party  or  require  a  private  dining  room  for  a  larger 
gathering,  Fleming's  will  custom-tailor  an  event  worthy  of  the  occasion.  Choose  a  menu  with 
our  prime  steaks  or  other  selections  paired  with  wines  from  our  award-winning  list. 


WHERE  EVENINGS  OUT  BECOME  MEMORABLE  TIMES 


Ala  bama    Arizona    California    Colorado    Florida    Indiana    Iowa    Louisiana    Maryland  Massachusetts 
Missouri    Nebraska    Nevada    New  Jersey    Ohio    Oklahoma    Tennessee  ■  Texas  1  Utah  Virginia 


flemingssteakhouse.com 


Wine  &  Spirits 


by  Richard  Nalley 


Home  Porto 

The  age-old  pleasures  of  tawny  port 


T 

II  o  one  ever  said  that  a  hankering 
\i  for  fabulous  wine  was  simple 
to  satisfy — that's  what  makes 
le  snobs  wine  snobs.  But  at  least  one 
:he  world's  most  sumptuous,  throat- 
essing,  big-warm-grin-from-the- 
d  wines  is  just  that:  a  no-brainer. 
ed  tawny  ports,  from  10-year-old  to 
-year-old  and  up,  are  among  the  eas- 
t  to  love,  most  drinker-friendly  lux- 
■  wines  ever  bottled. 
A  glass  of  this  stuff  is  a  conscious- 
s-raising  experience.  You  only  thought 
1  understood  the  unlikely  flavor  pos- 
ilities  of  fermented  grape  juice.  Supple  and  power- 
or  languorously  easygoing  (depending  on  age  and 
use  style),  a  fine  tawny  offers  up  the  perfumes  of  an  ex- 
c  bazaar — cinnamon,  allspice,  kirsch,  dusty  walnuts, 
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raisins,  toffee,  honey,  orange  zest.  The 
most  improbable  outcome  of  all  this 
jostling  goodness  is  what  actually  happens 
in  a  great  tawny  port:  an  ethereal,  seam- 
less mesh  of  nuances.  If  everything's  really 
working  right,  there's  even  a  refreshing  lift 
to  the  drink;  the  wine's  native  sweetness  is 
balanced  out  by  a  cut  of  acidity. 

There  is  also  the  pleasant  realization 
that  unlike  a  comparably  impressive  Bor- 
deaux or  Barolo,  say,  an  aged  tawny  is 
already  perfectly  matured  when  it  reaches 
the  store  shelves.  And  unlike  just  about 
anything  else  in  the  wine  world — includ- 
ing vintage  port — it  can  be  recorked  and 
enjoyed  (a  glass  here,  a  punch  bowl  there) 
over  probably  two  months  without  losing 
its  spice  and  subtlety. 

The  pleasures  of  port  (the  genuine 
Portuguese  drink  labeled  "Porto")  are  not 
always  so  accessible.  There  is,  for  starters, 
the  confusing  welter  of  under-$20  bot- 
tlings  called  things  like  Late-Bottled 
Vintage,  Fine  Old  Tawny  (without  an 
actual  age  statement),  Bob's  Your  Uncle 
Reserve,  whatever.  We're  not  talking 
about  those. 

Nor  are  we  talking  about  vintage  ports. 
Those  famous  wines  belong  to  a  different 
branch  of  the  port  family  tree.  True,  tawny 
and  vintage  ports  start  out  from  the  same 
place — the  craggy,  lunar,  sunstruck  Douro 
River  valley — and  both  are  composed  of 
the  same  field-blend  medley  of  grapes, 
folkloric  fruits  with  names  like  Touriga 
Nacional  and  Tinta  Roriz.Both  are  blended 
and  fortified  with  the  addition  of  grape 
brandy.  But  vintage  ports,  made  only  in  a 
few  top  years,  are  bottled  early  on  and  ma- 
ture sloooowly  in  their  oxygen-free  glass- 
and-cork  environment. 

Tawny  ports,  meanwhile,  age  in  wood — 
casks  or  barrels — until  they  are  ready  for 
bottling,  which  sends  them  off  down  a  dif- 
ferent aesthetic  path.  You  can  be  a  diehard 
vintage  port  fan,  notes  Adrian  Bridge, 
CEO  of  Fladgate  Partnership  (Taylor, 
Fonseca,  Croft),  and  still  be  "seduced  by  the 
smoothness  and  complexity  of  a  tawny, 
those  nuances  that  come  with  age." 

If  you  compare  a  20-year-old  vintage 
port  and  a  20-year-old  tawny,  "They  are 
absolutely  different,"  notes  Dirk  Niepoort, 
winemaker  for  his  family's  port  house. 
"The  vintage  will  be  dark,  still  with  lots 
of  fruit,  a  very  intense  wine  that  grew  into 


complexity  but  is  very  focused.  The  tawny 
will  be  light  in  color,  very  aromatic  but  not 
fruity,  smooth  but  with  a  very  broad  spec- 
trum of  flavors." 

Twenty  years  on  is  a  fair  time  frame 
for  enjoying  these  slow-evolving  wines — 
maybe  even  a  bull's-eye.  Though  some 
houses  release  30-  and  40-year-old  tawnies, 
for  many  port  lovers  20  is  plenty. 

"The  ideal  age  for  a  tawny  port  is  20 
years  old,"  agrees  Rupert  Symington, 
a  managing  director  of  Symington  Family 
Estates  (Graham's,  Dow's,  Smith-Wood- 
house).  "The  wine  has  had  time  to  evap- 
orate and  concentrate,  and  gain  those 
honey  and  caramel  tones  on  the  nose, 
while  the  young  fruit  is  not  yet  entirely 
gone,  as  it  would  be  in  a  30-  or  40-year- 


old  tawny.  A  younger  tawny,  say  a 
year-old,  would  be  very  good  but 
not  quite  as  sophisticated  as  the  20, 
having  some  rough  edges." 

It's  all  a  matter  of  taste,  of  course, 
when  you  plan  to  drink  it.  The  voun 
tawnies,  10-  and  20-year-olds,  typiq 
lend  themselves  more  to  food  matclj 
creme  brulee,  for  example,  salty  nuts,  rj 
too-sweet  cakes,  dried  fruit,  or  mati 
full-fat  cheeses  such  as  Pont  L'Evequ« 
Reblochon.  Dirk  Niepoort  even  likes 
tawny  port  with  a  slice  of  foie  gras.  T 
older  wines  call  for  a  little  more  contd 
plation,  the  accompaniment  of  sometlil 
on  the  order  of  a  fine  cigar  in  front  d 
roaring  fire.  If  only  all  our  pleasures  v\f 
so  simple.  • 


TEN  TO  BUY 

FONSECA  10-YEAR-OLD  ($30)  Lovely,  lively  and  juicy,  this  medium-bodied,  luscious 
wine  has  a  surprisingly  big  feel  on  the  palate.  A  great  introduction  to  tawny  port  from  til 
Taylor-Fladgate  portfolio. 

QUINTA  DO  NOVAL  10-YEAR-OLD  ($25)  French-owned,  Bordeaux-managed  Noval 
produces  this  stylish,  mellow,  light-bodied  port  with  dried  cherry  and  citrus  peel  notes. 
GRAHAM'S  20-YEAR-OLD  ($53)  In  a  big-flavored,  robust,  "British"  tawny  style,  this 
youthful  head-turner  wraps  up  spicy  cherry,  walnut  and  chocolate  flavors  in  a  harmonioi 
lingering  mouthful. 

RAMOS-PINTO  "QUINTA  DO  BOM-RETIRO"  20-YEAR-OLD  ($75)  From  a  house  owned 
by  Champagne  Louis  Roederer,  this  is  lighter-bodied  and  still  racy,  with  a  spicy  aromati 
intensity  and  succulent  notes  of  citrus  peel,  vanilla  oakiness,  nuts,  raisins  and  apricot. 
NIEPOORT  20-YEAR-OLD  ($77)  Dirk  Niepoort— the  leading  light  among  the  Douro's 
young  turks — is  known  for  his  tawnies,  and  this  gorgeous,  silky  wine  shows  why:  It's  aroma 
and  chock-full  of  dried  cherry,  apricot,  cocoa  and  walnut  notes,  in  a  medium-bodied  frarr 
TAYLOR'S  30-YEAR-OLD  ($120)  Butterscotch,  raisin,  dusty  walnuts  and  honey  are 
seamlessly  knit  in  this  fully  developed,  rich  wine  that  still  packs  a  flavor  punch  to  go  ale 
with  its  subtler  pleasures. 

DOW'S  30-YEAR-OLD  ($98)  There  is  still  fruit— reminiscent  of  marinated  cherries— 
and  plenty  of  liveliness  in  this  venerable  full-bodied  wine,  a  complement  to  its  classic  not 
of  chocolate,  prune,  honey  and  caramel. 

TAYLOR'S  40-YEAR-OLD  ($155)  Pale  amber,  with  just  a  glimpse  of  ruddy  color  high- 
lights, this  palate-caressing,  still-intense  and  well-structured  port  is  for  kicked-back  sippir 
with  the  smoothest  cigar  you've  ever  owned. 

EXTRA  CREDIT: 

Colheitas  are  tawny  ports  produced  from  a  single  vintage  that — unlike  the  blended 
tawnies,  which  showcase  a  consistent  house  style — reflect  the  character  of  a  particula 
year.  They  are  relatively  rare  birds  that  must  often  be  special-ordered.  They  carry  their 
bottling  dates  on  their  labels. 

NIEPOORT  COLHEITA  1990  ($50)  Bottled  in  2005,  this  is  essentially  a  15-year-old 
tawny,  with  Niepoort's  trademark  lush,  glycerin-y  texture  and  waftingly  aromatic  notes 
cocoa,  white  grapes,  kirsch  and  dusty  walnuts.  A  showstopper. 

DELAFORCE  COLHEITA  1952  ($215)  Bottled  in  2005,  this  beverage  Methuselah  spent 
53  years  mellowing  out  in  cask  and  somehow  emerged  still  juicy,  with  a  silky,  pillowy 
softness  of  texture  and  a  predominant  flavor  of  fine,  dark  cocoa  complemented  by  hints 
caramel,  apricot,  prune  and  hazelnuts. 


L.U.C  Twin8.  Few  musicians  can  make  the  jewels 
of  grand  repertoire  sparkle  with  the  radiance 
this  outstanding  tenor  brings  to  operas, 
oratorios,  concerts  and  recitals.  Jose  Carreras  is 
a  master  of  an  art  where  a  sense  of  timing  is 
paramount.  But  his  life  also  beats  in  time  to  his 
heart,  and  since  1988  he  has  worked  untiringly 
for  the  Jose  Carreras  Leukemia  Foundation 
which  he  founded  in  Barcelona,  his  native  city. 
Chopard  is  proud  to  have  supported  his  cause 
since  1991. 


L.U.C  Twin8.  Distinguished  by  its  innovative 
design,  this  timepiece  is  equipped  with  a 
chronometer-certified  precision  movement.  Its 
two  main  spring-barrels  (L.U.C  Twin8  technology) 
are  wound  by  a  22  carats  gold  micro-rotor, 
providing  an  autonomy  of  over  65  hours. 


L.U.C 


Manufacture  de  Haute  Horlocerie 
Lou  is-U  lvsse  Chopard 


L.UX  Twin:  available  with  two  different  dials:  black  or 
silver;  and  in  two  colours  of  18  ct  gold:  yellow  or  white 
(ref.  16/1880).  . 


eOUTIOUES:  New  York  ■  Palm  Beach  ■  Bal  Harbour  Shops  ■  Beverly  Hills  ■  South  Coast  Plaza--  Las  Vegas  ■  Aspen  ■  Old  San  Juan 
ttlABLE'AT:  Highly  selected  Chopard  L.U.C  Ambassadors  •  For  more  information,  please  call  800-CHOPARD  www.chopard.com 


Collecting  by  Taylor  Antrim 


Just  for  Kicks 

e  nostalgia-fueled  market  for  classic  sneakers 

has  never  been  hotter.  Deadstock  vintage 
or  quickstrike  retro-every  sneakerhead  wants  a  pair. 


ast  February  at  a  sneaker-collecting  com- 
petition in  Denver,  Yu-Ming  Wu  spot- 
ted a  pair  of  1985  Nike  Air  Jordan  I's  in 
mtestant's  display.  A  good  sighting,  since 
Air  Jordan  I  is  the  most  legendary  basket- 
shoe  ever  made,  and  collectors  like  Wu 
et  well-preserved  original  pairs.  But  these 
e  made  of  black  leather  with  gold  swooshes 
winged  Jordan  logos  on  the  ankle  cuffs,  a 
torn  set  never  sold  for  retail.  That  made 
n  more  than  a  good  sighting — more  like  the 
rmation  of  a  legend. 

Only  ten  pairs  of  those  sneakers  exist,"  says 
.  "And  only  two  have  been  found."  Wu's 
nd  snapped  a  picture.  "We  were  told  the 
ner]  paid  $35,000  for  them." 
Thirty-five  thousand  for  a  20-year-old  pair 
basketball  sneakers?  Wu  shrugs.  "I  don't 
k  that's  crazy.  Not  if  you're  a  true  collector." 
Like  a  baseball  card  or  comic  book,  a  sneaker 
!  seem  a  mundane  collector's  item,  ubiqui- 
i  and  unremarkable,  a  comfy  combination  of 
ding,  leather,  canvas,  nylon  and  rubber.  But 
a  growing  number  of  sneaker  collectors 
ind  the  world,  a  limited-run  sneaker  from  a 
red  brand  is  a  showy  prize.  For  example, 
It  Chamberlain's  Chuck  Taylor  Converse  size  15s, 
n  when  he  set  the  NBA  single  game  scoring  record 
962,  went  for  $55,000  at  Sotheby's  in  2000.  That 
le  year,  a  pair  of  Adidas  Predator  soccer  shoes  worn 


The  ultimate  pair — original 
1985  Air  Jordan  I's 
in  deadstock  condition. 
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and  signed  by  David  Beckham  during  his 
1997-98  season  with  Manchester  United 
sold  at  Christie's  in  London  for  just  more 
than  $24,000.  Away  from  the  big  auction 
houses,  a  vintage  pair  of 
Nikcs  or  Adidas  (the  two 
most  collectible  brands) 
will  trade  hands  online 
for  thousands,  and  new, 
limited-release  sneakers 
can  inspire  as  much  fer- 
vor as  old  vintage  pairs. 
"Sneakerheads"  discuss 
release  dates  for  hours  on 


who  runs  a  London  sneaker  site,  crooked 
tongues.com,  has  close  to  250 — and  a  spare- 
room  to  store  them  in. 

"It's  mainly  Nikes  with  some  vintage 


Vidal,  one  of  the  employees  at  Fli 
Club,  a  sneaker  consignment  shop 
New  York's  Greenwich  Village.  "Peo 
want  these  sneakers  as  a  keepsake."  Fli 


Sneaker  collecting  is  a  carryover  from  an 

'80s  adolescence  when  basketball  sta 
like  Michael  Jordan, celebrities  like  Spike 
Lee  and  rap  acts  like  Run-DMC  turned 

sneakers  into  must-have  symbols  of  cool 


The  plush  Alife  Rivington  Club  in  Manhattan's  Lower  East  Side  stocks  rare  kicks. 


Internet  boards.  In  sneaker-mad  Hong 
Kong  and  Tokyo,  they'll  camp  out  at 
boutiques  weeks  before  a  new,  must-have 
pair  comes  available.  And  they  hoard — 
basketball  and  tennis  and  running  and 
skateboarding  models,  many  of  which 
they'll  never  wear  (since  a  shoe  that's 
"deadstock"  or  unworn  better  appreciates 
in  value).  Wu,  who  runs  freshnessmag 
.com,  a  sneaker  and  urban  culture  website, 
has  about  200  pairs  in  his  collection,  pri- 
marily varied  color  combinations  of  a  pop- 
ular Nike  running  model  first  released 
in  1987  called  the  Air  Max.  Waz  Sarwar, 


Adidas  thrown  in,"  Sarwar  says.  "I  have 
Nike  player  samples,  vintage,  retros  and 
even  some  of  the  new  lines.  Whatever  I 
like,  really.  I  collect  out  of  my  size  range. 
If  I  find  something  in  a  smaller  or  bigger 
size  and  I've  wanted  it  for  a  long  time,  I 
jump  on  it." 

Why  the  compulsion?  For  Sarwar  and 
others,  collecting  is  a  carryover  irom  an 
'80s  adolescence  when  basketball  stars 
like  Michael  Jordan,  celebrities  like  Spike 
Lee  and  rap  acts  like  Run-DMC  turned 
sneakers  into  must-have  symbols  of  cool. 

"It's  a  nostalgia  thing,"  confirms  Chris 


Club  and  its  online  arm,  vinti 
kicks.com,  act  as  the  collects 
marketplace  and  trading  flo 
helping  sellers  establish  askj 
prices  and  taking  20  percent  co 
mission  on  any  sale.  Vidal  has  s< 
the  prices  rise  during  the  stoi 
first  six  months  in  business 
more  enthusiasts  have  entered  1 
market,  and  nowadays  the  scar 
popular  sneakers  in  deadstock  cc 
dition  find  buyers  quickly. 

"The  sneaker  holds  memori 
Growing  up,  it  becomes  part 
who  you  were,"  Vidal  says,  standi 
in  front  of  a  locked  glass  case  fil] 
with  some  of  Flight  Club's  m 
valuable  Nikes.  On  display  are  fl 
marily  Jordans  and  a  few  ot| 
Dunk  and  Air  Force  1  models  w 
prices  in  the  $500  to  $600  range 
couple  of  pairs  will  fetch  as  mil 
as  $2,000.  Basketball  sneaka 
and  more  specifically  the  Nike 
Jordan  line,  dominate  the  mark 
Vintage  1980s  Jordans  are  the  m 
valuable.  "Everyone  has  their  c 
Holy  Grail,  depending  on  what 
shoe  meant  to  them,"  says  Vidal.  "But 
have  an  original  1985  Jordan  I  in  y 
closet  is  something  of  an  honor." 

Lany  Bru,  an  acquaintance 
Vidal's,  has  six  pairs  of  the  '85 1 
Jordan  I.  An  elite  collector  witl 
300-plus  all-Nike  collection,  B 
considers  himself  a  sneaker  sleuth,  scou 
ing  old  inventories  of  out-of-the-w 
shops.  He  dates  his  obsession  to  19£ 
when,  as  a  ten-year-old,  he  desperate 
wanted  the  just-released  Air  Jordan  I  i 
Christmas.  Leery  of  the  $75  price  tag,  I 
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Why  the  investor  who  believes  in 

paying  less  and  keeping  more 

likes  traveling  in  our  circles. 

jj\  funny  thing  happened  when  we  made  low-cost  mutual  funds 

available  to  individual  mvestors  back  in  1975.  Friends  told  friends,  and 

.mall  circle  of  investors  grew  into  a  laree  one  Tk        u     •  , 
a  s"13  ge  one-  1  hey  told  a  simple 

story-  ^'uh  shar"  m  a  Van?uard®  fund-  for  example, 

aet  to  benefit  from  a  powerful, 
yovi  & 

nc-term  commitment  to  keep 
0sts  low.  L°w  costs  means  you 
Let  to  keep  more  of  your 
investment  returns  working 
for  you-  Compounding  that 
rooney  over  time  can  help 
you  build  wealth.  And  good 
performance  attracts  more 
investors.  As  a  client-owned 
investment  management  company, 
it's  just  one  way  we  put  our  investors' 
interests  first.  What's  more,  managing  over 
$800  billion  in  assets  (as  of  1 2/31/04),  we  actually  charge  clients  two-thirds 
less  than  we  did  thirty  years  ago,  and  our  average  expense  ratio  is 
80o/o  lower  than  the  industry  average.  To  join  our  growing  circle,  call 
1-800-669-8698.  We  can  help™ 


www.vanguard.com 


Vanguard 


Call  for  a  fund  prospectus,  which  includes  investment  objectives,  risks,  charges,  expenses,  and  other  information; 
read  and  consider  it  carefully  before  investing. 

Source'  Upper  Inc  based  on  expense  ratio  data  as  of  Dec.  31,  2004.  Past  performance  is  no.  a  guarantee  of  future  results.  ©  2005  The  Vanguard  Group.  Inc.  All  rights  reserved. 
Vanguard  Marketing  Corporation.  Distributor.  Mutual  funds  are  subject  to  market  risk. 


Sheraton  Grand 


...Discovering  the  beauty  of  Shanghai  once  again. 
Feeling  its  glamour  in  a  whole  new  light  at  the  newly  refurbished 
Sheraton  Grand  Tai  Ping  Yang  Hotel,  Shanghai. 


A  GREAT  HOTEL  BECAME  GRAND 


MEMBER   OF    |  £jj  1  STARWOOD   PREFERRED  GUEST' 


5  Zunyi  Nan  Road  Shanghai  200336. PR  China  TEL:  +86  21  6275  8888  FAX:  +86  21  6275  5420 
E-MAIL:  sheratongrand@uninet  com.cn  WEBSITE:  www.sheratongrand-shanghai.com  www.sheraton  com/shanghai 


parents  disappointed  him  with  a  cheaper 
pair  oflook-alik.es.  "That  set  something 
off  in  me,"  he  says.  "Ever  since,  I've  wanted 
to  have  the  best  sneakers  I  could." 

Bru  favors  vintage  Nikes,  but  also 
"retro"  rereleases  of  classic  shoe  designs 
that  have  become  nearly  as  sought-after 
as  the  originals.  Nike  pioneered  this  retro 
movement  in  1994  by  reintroducing 
exact  replicas  of  early-model  Air  Jordans. 
Today,  Adidas,  Puma  and  Vans  also  fuel 


the  market,  dropping  limited,  or  "quick- 
strike,"  runs  of  retro  models  at  choice 
boutiques  around  the  country.  These 
events  are  sometimes  done  in  collabora- 
tion with  sports  stars,  artists  or  fashion 
designers.  Serious  collectors  buy  as  many 
pairs  of  a  rerelease  as  the  store  will 
allow — pairs  to  archive,  pairs  to  wear  and 
pairs  to  resell  at  prices  that  can  recoup  the 
original  investment.  Aftermarket  prices 
often  rise  quickly.  For  example,  a  run  of 


retro  Air  Jordan  IVs  decorated  with  irj 
cate  lasered  etchings  recently  sold  out 
retail  price  of  $175  a  pair.  Days  later  I 
were  trading  at  Flight  Club  and  on  e|| 
for  $650. 

One  top  outlet  for  quickstrike  new 
leases  is  Alife  Rivington  Club,  a  snea 
boutique  on  a  gritty  block  of  New  Yo 
Lower  East  Side.  There's  no  storefrd 
just  a  metal  plaque,  a  doorbell  and  a  loc 
door.  Customers  are  buzzed  through 
a  narrow  red-carpeted  space  decoraj 
with  a  brass  chandelier  and  wall  scorn 
ostrich-leather  walls  and  dramatically  spj 
lit  wooden  cubbyholes  displaying 
sneakers — the  majority  Adidas  and  Nil 

Tony  Arcabascio,  a  co-owner  of  A 
Rivington  Club,  has  seen  every  variety 
sneakerhead  come  through  his  tinti 
glass  door  since  he  opened  four  ye 
ago.  "A  big  chunk  of  it  is  hipster  cats  w 
disposable  income,"  he  says.  "Trust-fu 
kids  and  kids  who  work  their  asses 
and  come  in  every  Friday  to  buy  a  n 
pair  of  sneaks  for  the  weekend."  Th 
there  are  the  guys  in  their  30s,  Arcabasj 
says,  who  grew  up  in  an  1980s  stra 
culture  of  hip-hop,  graffiti  artists  a 
break-dancing.  "For  those  guys  it's  md 
about  appreciation.  It's  about  rememb< 
ing  when  you  wanted  a  different  pair 
sneakers  to  wear  every  night,  and  if  y 
couldn't  afford  a  new  pair,  you  chang 
your  laces." 

These  guys,  says  Arcabascio,  are  n 
afraid  to  wear  their  favorite  sneake: 
"For  younger  kids  collecting  is  a  businei 
For  an  old-school  guy,  it's  like,  why  shou 
I  buy  three  pairs?  He's  in  it  for  the  love.1 

Bru,  29,  fits  Arcabascio's  profile.  Ai 
though  he's  currently  on  a  vintage  Nl 
running  shoe  kick,  the  Air  Jordan  w 
always  be  his  first  love.  If  you  ask  hi 
about  that  black-and-gold  pair  Yu-Mii 
Wu  spotted  in  Denver,  he'll  let  out  a  ru 
ful  laugh.  He  saw  them  too.  In  fact,  he  w 
competing  against  the  collector  who  hi 
them  and  eventually  won.  "That  was 
great  shoe,"  he  remembers.  And  only  tt 
in  existence.  Or  12,  Bru  thinks.  No  ont 
really  sure.  And  did  the  guy  really  pi 
$35,000?  Bru  doubts  it  was  that  much.  H 
he  does  know  that  people  now  value  tl 
pair  even  higher.  "Forty-five  thousat 
dollars,"  says  Bru.  "But  it  reallv  depeni 
what  someone  will  give  him."  • 
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CAPRESSO 


The  first  automatic  coffee  and 
espresso  center  with  professional 
technology  and  one-touch 
cappuccino  system  for  home  use! 


%%%% 


c  i 


)ne-Touch  cappuccino  system  prepares  perfect  cappuccinos  and 
Jttes  without  moving  the  cup!  A  thermal  container  (not  shown) 
;eeps  chilled  milk  cold  for  up  to  eight  hours. 


A  coffee  lovers  dream: 

Place  your  cappuccino  cup,.. 
Push  one  button... 
Never  move  the  cup. . . 

The  IMPRESSA  Z5  grinds,  tamps,  brews 
the  coffee  with  high  pressure,  and 
automatically  steams  and  froths  the 
milk.  With  eight  pre-set  beverage 
buttons  all  your  favorite  hot  drinks  are 
just  one  push  away:  cappuccino,  latte, 
one  or  two  cups  of  ristretto,  espresso, 
large  cups  of  crema  coffee,  even  hot 
chocolate  and  tea. 
Made  of  the  finest  materials,  featuring 
a  beautifully  finished  undulating  alloy 
front.  Fully  programmable  with  low 
noise  operation  for  grinding  and 
brewing,  the  IMPRESSA  Z5  is  the 
most  elegant  and  quietest  Automatic 
Coffee  Center  on  the  market  today. 


$3,200  at  Williams  Sonoma, 

Sur  La  Table  and  other  fine  specialty 

retailers,  catalogs  and  websites. 

Jura-Capresso  offers  a  complete  range 
of  Swiss  made  Automatic  Coffee  Centers 
starting  at  under  $1,000. 

For  a  free  DVD  and  more  information 
about  our  products  and  store  locations 
visit:  www.capresso.com/fo 


REINVENTING  THE  WHEEL  BY  EMPOWERING  ALL  FOUR  am  four  tires  sharing  255  hp. 

-A  40/60  rear-bias  split  for  even  greater  performance.  Responsive,  left/right  adjustable  torque  as  conditions 
demand.  Welcome  to  performance-tuned  AWD,  now  available  on  the  STS  V6.  Cadillac  STS  V6  starting  at  $41,740.* 


..■-;.< 


THROUG 


A  year  of  OnStar  safety,  on  every  Cadillac.    Details  at  cadi  I  lace 

.•V  '  *MSRP.  STS  V6  as  shown  $46,675  NISHP.  Tax,  title,  license,  dealer  fees  and  other  optional  equipment  ex' 

^Standard  one-year.  OnStar  service  variety  model.  Call  1  888  40NSTAR  (1  888  466  7827)  or  visit  onstar.com  for  system  limitations  and  deta 
'  ©2005  GM  Corp.  All  rights  reserved.  Break  Through  Cadillac  Cadillac  badge  OnStar  I 


Electronics  by  Thomas  Jackson 


Nouveau 
Retro  Chic 

Old  technologies  never  die,  they  just  upgrade. 


1983,  a  young  electrical  engi- 
eer  named  Robert  Stoddard 
et  out  to  build  the  ne  plus 
of  turntables.  Instead  of  using 
nventional  needle,  his  player 
d  read  a  record's  pressed  grooves 
lasers,  producing  master-tape-quality 
)ack  without  the  slightest  wear  on  the 
.  The  timing  for  such  an  invention,  how- 
was  less  than  auspicious.  The  compact 
player  debuted  that  very  same  year, 
ing  Americans  into  a  brave  new 
d  of  crisp,  clean  digital  sound.  Still, 
dard  formed  a  company  and  spent 
i  years  and  $20  million  to  create  a 
ing  prototype  of  his  laser  turntable, 
h  he  gamely  showed  to  Japan's  major 
o  manufacturers.  Of  course,  he  might  as  well  have 
led  a  new  kind  of  horse-drawn  buggy;  CDs  had  the 
cet  sewn  up  by  that  point.  But  Stoddard  pressed  on 


ELP's  laser  turntable  can 
play  warped  records, 
scratched  records  and  even 
records  snapped  in  two. 
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until  he  convinced  a  small  firm  called 
ELP  to  take  a  risk  on  his  ingenious,  nou- 
veau-retro  machine. 

ELP's  first  Laser  Turntable  finally 
hit  the  market  in  1997,  and  they've  been 
steadily  moving  them  ever  since.  But 


don't  look  for  the  current  models  at  Best 
Buy.  Priced  in  the  $15,000  range,  the  LT 
is  antithetical  to  the  mass-produced  elec- 
tronics of  today.  Each  unit  is  handmade 
by  a  staff  of  less  than  20  employees  at  a 
factory  in  Saitama,  Japan.  Their  output 
per  day  is  one. 

The  device  functions  like  a  common 
CD  player:  Insert  a  record  into  the  load- 
ing tray  and  the  machine  breaks  it  down 
into  tracks,  enabling  the  user  to  skip 
from  song  to  song,  pause,  fast-forward, 


rewind  or  even  shuffle.  The  only  thing  it 
can't  do  is  flip  the  disc.  Yet  the  LT  is 
completely  analog.  It  employs  five  lasers, 
two  to  follow  the  groove's  "shoulders," 
one  to  maintain  height  and  focus,  and  two 
more  to  read  the  actual  music,  converting 


it  into  pulses  of  light  that  pass  through  a 
series  of  mirrors  and  lenses.  It  can  play 
warped  records,  scratched  records  and 
even  records  snapped  in  two.  Just  re- 
assemble the  pieces  in  the  tray  and  it  will 
figure  out  the  rest.  And  since  there's  no 
needle  coursing  through  the  grooves,  no 
wear  occurs  whatsoever. 

The  LT  does  have  limitations.  It  can't 
handle  colored  or  translucent  vinyl,  so  for- 
get about  playing  that  prized  copy  of  the 
White  Album.  And  it  doesn't  banish  the 


pops  and  clicks.  In  fact,  discs  musj 
assiduously  cleaned  before  being  playa 
otherwise  the  machine  will  register  ej 
last  microparticle  in  glorious  stereophj 
sound.  (It  happens,  however,  that  B 
has  just  released  a  new  product  ca 
the  Declicker,  which  a 
tally  excises  bacon  and  i 
from  music  played  on  al 
or  standard  turntable.) 

Up  to  now,  ELP's  n 
customers  have  been  ar 
vists,  sound  engineers 
private  collectors  afraii 
grind  a  needle  across  t 
precious  45s.  But  there's  no  reason 
average  music  lover  with  the  mono 
spare  shouldn't  have  one  too.  Maybe  i 
stack  of  LPs  down  in  the  basement! 
serves  another  chance.  Digital  is  gr 
after  all,  but  it  still  can't  match  the  wa 
fat  sound  of  pressed  vinyl.  And  if 
play  your  old  records  on  this  mach 
they'll  still  be  spinning  long  after  CDs 
obsolete.  SI 5,000-$ 19,000,  depem 
on  model.  (860)  577-8076,  www.lasen 
table.com.  • 


Maybe  that  stack  of  LPs  down  in  the 
basement  deserves  another  chance. 

Digital  is  great,  after  all,  but  it  still  can't 
match  the  warm,  fat  sound  of  pressed  vinyl. 


OLD  IS  THE  NEW  NEW 


LEICA 

While  digital  audio  whupped  analog  long  ago,  the  fight  between 
^  digital  and  film  photography  rages  on.  Old-schoolers  argue  that  film 
has  a  depth,  dimensionality  and  ineffable  warmth  that  bits  and  bytes 
can't  replicate.  Digiphiles  counter  with  their  medium's  ease  of  use  and 
versatility.  Venerable  camera  manufacturer  Leica  wants  to  keep  both 
camps  happy.  The  company  recently  released  a  digital  camera  back  with 
a  ten-megapixel  Kodak  sensor  for  its  R8  and  R9  models,  making  them 
the  only  35mm  cameras  on  the  market  that  can  shoot  both  ways. 
And  whichever  medium  a  photographer  chooses,  it's  all  shot  through 
Leica's  legendary  glass.  An  R9  body  with  a  Digital-Modul-R  back  and 
a  full  complement  of  lenses,  $18,000.  www.leica-camera.com. 


UNICOMP 

Computers  may  have  improved  over  the  last  few  decades,  but  the 
jury's  still  out  on  keyboards.  Today  they  come  in  all  sorts  of 
ergonomic  shapes  and  sizes;  some  are  even  foldable  and 
waterproof.  Yet  none  seem  to  match  the  quality 
and  feel  of  the  IBM  "buckling  spring"  models 
from  the  1980s.  Each  key  pressed  sang  out  with 
a  satisfying  cling!  A  Kentucky-based  company 
called  Unicomp,  staffed  mostly  by  former  IBM  and  ^— 
Lexmark  employees,  is  now  replicating  those  keyboards 
of  yore  for  your  typing  pleasure.  USB-compatible,  they 
even  work  with  Macintosh.  Unicomp  EnduraPro  USB 
keyboard,  $100.  (800)  777-4886,  www.pckeyboard.com 


NOKIA 
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Connecting  People 

Do  you  believe  in  love  at  first  touch? 

R 

N 
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iRFORMANCE.  PRESTIGE.  PASSION  FOR  INNOVATION. 


For  over  a  century,  Breitling  has  shared  aviation's  finest 
hours.  Our  vocation  is  to  build  ultra-precise  and  ultra- 
reliable  wrist  instruments  for  the  most  demanding 
professionals,  such  as  the  famous  NavitiMer  and  its  circular 
slide-rule.  Our  chronographs  meet  the  highest  standards 
of  sturdiness  and  functionality,  and  we  submit  all  our 
movements  to  the  merciless  scrutiny  of  the  Swiss 
Official  Chronometer  Testing  Institute.  One 
gffi  -  simply  does  not  become  an  aviation 

supplier  by  chance. 


www.breitling.com 


NAVITIMER 


FLORENCE.  APRIL  8' 


THE  ONLY  CAR  IN 
ITS  CLASS. 


INTRODUCING  THE  QUATTROPORTE  The  first  luxury  performance  sedan  to  deliver  400hp  from  a  4.2  liter  V8  without  resorting 
tc  ip  ^charging.  The  first  to  employ  front-mid-engine  design  for  superior  handling.  The  first  with  an  Fl-inspired  6-speed 
transmission  for  unmatched  acceleration  and  control.  As  AUTOMOBILE  Magazine*  proclaimed, "The  technical  package  is 
stunning''  Will  you  be  the  first  to  have  one  in  your  palace?  Featuring  a  comprehensive  ownership  program  including  a  4yr/50k- 
i-bumper  limited  warranty  and  24hr  roadside  assistance.  877.  MY.MASERATI  maseratiamerica.com/fby 


MASERAX 


Style  &  Design  by  Richard  Nalley 


here  are  refrigerators  now  with  TVs  in  the  door, 
refrigerators  that  look  like  Victorian  farmhouse 
appliances  and  refrigerators  so  shy  about  being 
igerators  at  all  that  they  melt  into  your  cabinetry, 
the  new  Sub-Zero  PRO  48,  available  beginning  this 
ober,  is  the  refrigerator  as  heartthrob.  With  its  two 
rs  and  four  sliding  drawers  it  combines  the  muscular, 
jstrial  effectiveness  of  restaurant  cold  storage  with 
asymmetrical,  cabinet-of-curiosities  appeal  of  an 
apothecary  cupboard.  We're  talking  here  about  800 
nds  of  sculptural  reterence  in  welded  stainless  steel. 
5ub-Zero  says  the  PRO  48  is  intended  for  people 

0  aspire  to  a  professional  kitchen  lifestyle,"  a  flight  of 
zy  that  would  strike  people  who  actually  work  in 
fessional  kitchens  as  hilarious.  But  the  point  here  is 
"aspiring"  part;  it's  all  in  the  approach. 

\s  Sub-Zero's  vice  president  ol  design,  Paul  Sikir,  ex- 
ns,  "Other  products  in  this  arena  have  been  commer- 
refrigerators  applied  to  residential  uses.  We  designed 
built  a  residential  product  with  commercial  features." 
\mong  other  things  this  means  that  the  PRO  48 
sn't  have  a  restaurant  fridge's  heavy,  fixed  shelves  or 
itiable  craving  for  energy — the  company  claims  that 
onsumes  less  electricity  in  a  year  than  a  100-watt 
Ltbulb.  What  it  does  offer  is  an  arm-length  list  of  firsts 
Sub-Zero.  Most  importantly,  it  is  the  company's  first 
Hgerator  constructed  of  stainless  steel  inside  and  out. 
ree  dedicated  evaporators  allow  three  different  tem- 
ature  settings  simultaneously,  and  a  microprocessor 
ses  your  "usage  patterns"  and  adjusts  defrosting 
ordingly.  And — you  know  you  want  it — there's  the 
ional  glass  door. 

Exactly  why  a  glass  door  on  a  refrigerator  would  be 
appealing  is  kind  of  mysterious.  After  all,  you  lose 

1  door-shelf  space.  And  while  the  shelves  are  pristine 
che  showroom,  they  won't  be  once  kids  rummage 
und.  Not  to  mention  the  Tom  Waits  effect  ("We 
n  on  the  road  so  long,  man;  you  get  home  and  every- 
ng  in  your  refrigerator  looks  like  a  science  project"), 
rtunately,  the  PRO  48's  LED  lighting  system  can 
Ihe  your  Chinese  takeout  cartons,  even  ones  evolving 
ole  new  civilizations,  in  a  flattering  low  glow.  Just 
:ause  the  PRO  48  is  buxom — almost  30  cubic  feet 
ide — glamorous  and  financially  demanding  (about 
2,000)  doesn't  mean  it  doesn't  have  a  sensitive  side.  • 


V)  222-7820,  www.subzero.com. 


See  Food 

The  Sub-Zero  PRO  48  puts 

the  cool  in  cold  storage. 
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YOU  WOULDN'T  INVEST 
SIX  FIGURES  IN  THE  MARKET 
WITHOUT  DOING  YOUR  HOMEWORK. 


MIGHT  WE  SUGGEST  THE  SAME  APPROACH 
TO  JOINING  A  LUXURY  DESTINATION  CLUB? 

If  you"re  thinking  about  membership  in  a  destination  club,  there  are  several  choices  out 
there  these  days.  And  at  first  glance,  it  seems  they're  all  offering  much  the  same  thing: 
access  to  beautiful  properties  in  sought-after  resort  locations,  and  an  end  to  the  hassles 
of  second-home  ownership. 

But  take  a  closer  look,  and  it  becomes  apparent  that  only  one  destination  club  provides 
real  value  for  your  considerable  investment. 

To  put  it  simply,  Dream  Catcher  Retreats  offers  better  homes  for  a  lower  membership 
fee  than  any  other  comparable  destination  club.  Consider  the  facts: 

•  Our  Unlimited  Membership  Plan  deposit  is  $300,000.  Other  clubs  charge  anywhere 
from  $375,000  to  $475,000  and  up. 

•  We  have  larger,  more  expensive  homes  in  the  destinations  we  share  in  common 
with  our  competitors  -  places  like  Cabo  San  Lucas,  Telluride,  Kiawah  Island, 
Maui,  Amelia  Island,  Napa  and  more. 

•  We  really  are  exclusive  -  only  400  members  will  be  accepted. 

•  Our  breadth  of  knowledge  and  years  of  experience  in  the  hospitality  sector  begin  at 
the  top  with  CEO  Scott  Anderson,  a  30-year  veteran  of  some  of  the  world's  best  known 
hotels  and  resorts.  We're  not  trying  to  learn  a  new  business. 

Dream  Catcher  was  created  to  provide  a  unique  blend  of  superb  vacation  homes  and 
truly  personalized  service.  We're  not  in  the  real  estate  business  -  we're  in  the  "unique 
vacation  experience"  business.  Our  service-oriented  culture  focuses  on  getting  the 
little  things  exactly  right ...  a  late-night  massage  on  short  notice,  somebody's  favorite 
flowers  waiting  in  the  front  hall,  the  right  table  at  that  local  restaurant  nobody  else 
can  even  get  into. 

As  one  of  our  members  recently  put  it,  "There  are  very  few  investments  that  I  have 
made,  where  afterwards  I  can  say  were  of  real  value.  But  about  this  one  I  can.  I  highly 
recommend  it.  Dream  Catcher  goes  to  extremes  to  make  us  happy." 

If  you're  interested  in  learning  more  about  Dream  Catcher  Retreats  and  our  limited 
membership  offer,  please  call  us  at  1-866-618-3954  or  visit  our  website  at 
www.dcr.com/fyi . 
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RETREATS 

Your  Destination  Club.  Feel  at  home  in   the  world. 


Real  Escapes  by  Taylor  Antrim 


Cold  Comfort 

ving  the  high  life  at  12,200  feet,  Telluride's 

Tempter  House  offers  the  ultimate  room  with  a  view. 


t's  lonely  at  the  top.  But  that's  the 

point  at  Tempter  House,  a  cozy 

crow's  nest  of  a  home  at  12,200 

above  Telluride  in  the  Colorado 

kies.  Up  here,  after  the  lifts  have 
t  down  and  the  last  skier  has  headed 
ie  lodge  and  the  moon  has  risen  over 

empty  slopes,  an  Olympian  calm 
:ends.  Built  on  an  old  mining  claim 

looking  a  precipitous  avalanche  chute, 
npter  House  offers  rare  seclusion  at 
orld-class  ski  resort,  a  private  two- 
room  hideaway  far  from  the  mad- 
y  apres-ski  crowd. 

ust  keep  track  of  that  ski  patrol- 
ed  radio,  for  there's  no  road  access 
^empter.  By  day,  it's  ski-in,  ski-out, 

by  night,  perhaps  after  dinner  in 
luride  or  Mountain  Village,  the  ski 
'ol  will  ferry  you  aboard  snowmobiles  from  the  top  of 
gondola  directly  up  the  slopes  to  your  front  door — 

stay  on  call  all  night. 

Tempter  was  a  private  home  and  unavailable  until 
v  owners,  the  Telluride  Ski  Resort,  opened  it  for 
tal  last  season.  The  staff  delivers  your  luggage,  stocks 

refrigerator  and  bar,  and  sets  the  fire.  An  extra  fee 
s  a  private  chef  or  a  massage  therapist  at  your  disposal, 
use  features  include  a  Jacuzzi,  Sub-Zero  appliances 

feather  beds — but  the  real  draw  here  is  the  view.  At 
set,  over  hors  d'oeuvres  on  one  of  Tempter's  flying 
ks,  it's  pure  mountaintops  all  the  way  to  Utah.  • 


Tempter  House  perches 
above  an  avalanche  chute  near 
Telluride's  Gold  Hill  lift. 


npter  House  rents  for  $5,000  a  night.  Open  from  Nov. 
-April  2.  www.tellurideskiresort.com. 
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Shopping  by  Shoba  Narayan 


Stars  of  India 

In  New  Delhi,  shopping  for  one-of-a-kind  jewelry 

is  as  much  an  art  as  the  pieces  themselves. 


hen  I  was  born,  the  story  goes,  my  father 
%      bought  a  gold  coin.  Eager  that  this  family 

tradition  be  continued,  my  mother  repeated 
tory  to  my  husband  just  as  I  was  about  to  deliver  my 
;hter  in  a  New  York  hospital.  My  husband  bought 
:  cake  instead,  which  we  shared  with  all  the  nurses, 
therein  lies  a  difference  between  the  Indian  culture 
5  born  into  and  the  American  one  I  adopted:  Indians 
gems  and  gold  to  celebrate  an  occasion;  Americans 
food  or  foliage. 

dians  are  obsessed  with  jewels,  largely  because  of  the 
ry  system,  which  is  slowly  disappearing,  although  the 
ire  that  surrounds  it  is  not.  Even  now,  when  a  daugh- 
;  born,  congratulations  to  the  parents  are  usually  fol- 
d  with  a  jovial,  "Ah,  now  you'd  better  start  collecting 
lry."  Because  a  woman's  worth  was  literally  measured 
le  amount  of  gold  and  diamonds  she  brought  with 
to  marriage,  jewelry  became  an  insidious  part  of 
elf-esteem.  At  parties  and  weddings,  women  still 
tinize  one  another  competitively  and 
the  jewelry  stores  the  next  day 
quire  new  baubles  in  an  effort 
;ep  up  with  the  Patels. 
Nowhere  is  the  subconti- 
s  love  affair  with  all  that 
ers  more  apparent  than  in  New 
li,  its  capital  and  richest  city,  which  boasts  thousands 
welry  shops — most  of  them  honest — offering  some  of 
)est  shopping  of  its  kind  anywhere  in  the  world, 
'o  be  sure,  Indian  jewelry  is  an  acquired  taste.  Some 
the  Moghul-inspired  designs — even  the  simplest  ex- 
les  of  which  have  delicate  filigree  work  in  which  gold 
are  shaped  into  intricate,  almost  Arabic  designs — 
e  others  find  them  gaudy  and  too  ornate.  Gems  are 
n  multiple  ways:  The  highly  popular  kundan  jewelry, 
nstance,  is  created  through  a  champleve  technique, 


The  stones  and 
colors  found  in 
Delhi  are  anything  but 
understated.  Center: 
baglus  almas  kanval 
patta  tilai  (a  belt 
with  white  and  gold- 
colored  diamonds); 
bottom:  tora  paon 
murassa — anklets 
with  394  kundan-set, 
table-cut  diamonds. 
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It's  not  what  you  bring. 

It's  what  you  take  away 

As  we  all  know,  it's  not  the  destination,  but  the  journey 
that  matters.  It's  how  our  lives  take  shape.  How  our  true 
selves  are  revealed.  How  we  find  joy.  Canyon  Ranch 
can  guide  you  to  a  feeling  so  light,  yet  so  powerful,  it 
enhances  your  life  forever.  Your  journey  begins  with  us. 


10-TIMEWINNER 

Cande  JVasf  Traveler 
Beu  Destination  Spa 


CanyonRanch. 

"The-  Ppm&  of  l>Dssihili-tif 

lire  Enhancement  Resort'" 
TUcson,  Arizona  •  Lenox,  Massachusetts 

SpaClub"  •  Healthy  Living  Communities 
Skin  care  Products 


800.742.9000  •  canyonranch.com 


in  which  the  craftsman  hollows  out  a 
recess  in  the  gold,  fills  it  with  a  mineral 
such  as  cobalt  oxide  to  give  it  a  blue  color, 
embeds  uncut  diamonds,  rubies  or  emer- 
alds into  the  recess  and  seals  them  in  using 
fine  gold  foils  (kundan)  instead  of  the 
traditional  gold  rim  or  claw.  Sometimes 
red-and-green  meenakari  enamelwork  is 
embossed  on  the  back  and  sides  of  these 
necklaces  using  traditional  Indian  motifs 
like  peacocks,  tree  vines  and  flowers. 

WHEN  YOU'RE  THERE 

HAZOORILAL  AND  SONS  JEWELLERS,  M-44, 
M-Block  Market,  Greater  Kailash,  Part-1, 
New  Delhi  110048;  011-91-11-6281058, 
011-91-11-6460567,  011-91-11- 
6469671,  fax  011-91-11-6429350, 
www.hazoorijewels.com. 
M.  RAJSONS,  M-52,  Greater  Kailash 
Market  Part-1,  New  Delhi  110048;  011- 
91-11-26223078,  011-91-11-51631156. 
TRIBHOVANDAS  BHIMJI  ZAVERI,  2  Scindia 
House.  Janpath,  New  Delhi  110001; 
G13-91-U-23313435,  011-91-11- 
233  i3436,  fax  011-91-11-23329439. 

VELLERS,  C-ll,  Connaught 
Place,  New  Delhi;  011-91-11-23711147, 
info@mehrasonsjewellers.com, 
ehrasonsjewellers.com. 


Polki  diamonds  are  rough  diamonds 
that  are  set  using  kundan-like  techniques, 
but  they  have  a  white  rather  than  multi- 
hued  visage.  Temple  jewelry,  in  contrast, 
is  chunky  and  dramatic,  with  rows  of 
uncut  rubies  and  emeralds. 

It  can  be  difficult,  if  not 
impossible,  to  find  such  in- 
tricate designs  anywhere 
else.  But  quite  apart  from 
its  exotic  native  styles,  India 


K.K.  JEWELS,  5  Aurobindo  Place  Market, 
Hauz  Khas,  New  Delhi  110016; 
011-91-11-6568287,  fax  011-91-11- 
6513458,  kkjewellers@satyam.net.in, 
www.kkjewels.com. 
KHANNA  JEWELLERS,  Khanna  Bhawan, 
Bank  Street,  Karol  Bagh,  New  Delhi 
110005;  011-91-11-25727619.  A-14, 
Vishal  Enclave  (opp.  Rajouri  Gardens),  New 
Delhi  110005;  011-91-11-25162731. 
G-3  South  Extension  Part-1,  New  Delhi 
110049;  011-91-11-24622377,  011-91- 
11-24699418.  info@khannajeweller.com, 
www.khannajeweller.com. 

1671  Dariba  Kalan,  New  Delhi  110006; 
011-91-11-23276479. 


is  popular  among  jewelry  consumers  II 
cause  of  price.  Gold  is  more  expen 
there  than  in  the  United  States  beca 
Indian  jewelers  use  the  22-carat  vari 
but  labor  is  cheap — hence  the  savii 
Knowing  you'll  find  something  b 
unique  and  reasonable  makes  the  qi 
for  a  great  piece  almost  irresistil 
and  it's  best  to  start  at  the  top:  Grei 
Kailash,  which  carries  the  most  shopp 
cachet  of  any  Delhi  neighborhood, 
jewelers  here  have  the  latest  designs 
competitive  rates.  One  of  the  bigges 
Hazoorilal  and  Sons  Jewellers,  wlJ 
covers  a  full  block.  The  store  can  custd 
make  pieces — if,  for  instance,  you  m 
a  Cartier,  Bulgari  or  Tiffany  look 
Hazoorilal  designer  will  sketch  your 
sire  in  a  matter  of  minutes  and  create 
piece  in  a  few  days  (unless  it  is  weddi 
season,  October  through  March).  T 
staff  scours  the  country  for  traditid 
kundan,  bikaneri  and  polki  jewelry  frj 
Calcutta,  Mumbai,  Gujarat,  Jaipur  aj 
the  South,  and  the  srore  also  sells  "ha 
marked"  gold  jewelry,  pieces  certified 
the  Bureau  of  Indian  Standards  (BIS), 
kundan  necklace  that  uses  unpolisl 
diamonds  can  cost  up  to  $6,400;  a  sma 
set,  about  $3,000. 

A  50-year-old  entrant  into  the  jewe 
scene  of  Delhi,  M.  Rajsons  sells  certifi 
diamonds,  and  specializes  in  platinum  a 
gold  jewels  with  various  finishes:  frostj 


A  gold  sum  ran 
(bracelet)  set  with 
diamonds  and  a 
spinel,  with  spinel 
beads  and  pearls. 


rhodium-polishj 
and  oxidized,  to  gj 
the  gold  a  coppe( 
pinkish  or  silvery  hij 
It  was  wonderfu 
ornate  kundan,  polki  and  meenakari  pie(j 
from  $1,000  to  $10,000. 

.From  Greater  Kailash  it's  a  half-hot 
car  ride  to  Connaught  Place,  the 
graphical  heart  of  the  city  and  a  rabbit-wi 
ren  of  shops,  bookstores,  ice  cream  parld 
(Nirula's  is  a  favorite)  and  restauranj 
Direcdy  across,  Janpath  Road  is  lined  wjj 
roadside  stalls  selling  snuffboxes,  pas 
mina  shawls,  handmade  sandals,  Kashmj 
carpets,  handicrafts  and  other  souvenii 


;idst  these  tiny  stalls  offering  souvenirs 
|l  song,  spacious,  air-conditioned  show- 
irns  sell  millions  of  dollars  worth  of 
iided  and  other  jewelry. 
:fhe  Delhi  branch  of  Tribhovandas 
mji  Zaveri  is  a  sparkling  granite-and- 
1  showroom  in  the  heart  of  Connaught 
|e.  Although  the  prices  are  a  tad  high, 
[shop  is  perfect  for  those  with  limited 
I  who  want  to  pick  up  something  from 
uthentic,  trustworthy  source. 
Another  popular  jeweler  is  Mehrasons 


ellers,  which  has  showrooms  in  South 
ension,  Karol  Bagh  and  Connaught 
:e.  I  have  a  soft  spot  for  this  partic-  | 

shop  because  it's  where  my 
ther-in-law  bought  me  my  first 
i  necklace — a  beautiful  piece 
i  blue-and-red  peacock  enamel- 
The  store  also  sells  the  Enchante 
of  diamond  jewelry,  as  well  as 
:es  by  Indian  jewelry  designers  such  as 
na  Thakur.  In  the  early  1990s,  Mehra- 
s  became  famous  for  making  a  replica 
he  legendary  Koh-i-noor  diamond. 
One  shop  that  I  like  in  the  ultrachic, 
[-contained  Hauz  Khas  Market  is  K.K. 
'els,  specializing  in  innovative  designs 
orted  and  sold  all  over  the  world, 
lile  the  store  offers  traditional  styles,  its 
igners  also  cater  to  Western  tastes  with 
in  lines  and  simple  embellishments. 
With  three  showrooms  in  different 
ts  of  the  city,  you  can  hit  a  Khanna 
'ellers  shop  no  matter  where  you  are 
zing  in  Delhi.  Although  it's  famous  for 
aptuous  wedding  necklaces — ranihars, 


as  they  are  called  locally — it  also  makes 
smaller  party  pieces. 

Poking  around  in  South  Delhi,  you 
might  want  to  consider  adding  unique 
pieces  of  Indian  jewelry  to  your  collec- 
tion— things  like  a  gold  waistband,  dia- 
mond nose  ring,  pearl  bangles  or  a 
navratna  (nine-gem)  ring,  which 
you  won't  find  anywhere  else. 
But  for  these  traditional  pieces, 
the  best  place  to  go  would  be 
Chandni  Chowk,  the  ancient 
heart  of  Delhi's  jewelry  trade  and 
a  must-stop  for  anyone  interested  in 
Indian  jewelry.  The  narrow  maze  of  lanes 
cannot  accommodate  much  traffic,  so 
most  people  walk.  Fruit  sellers  ply  their 
wares;  cows  chew  on  billboards  medi- 
tatively. Colorfully  dressed  Punjabi  ma- 
trons descend  en  masse  to  buy  jewelry  for 
familv  weddings.  Hairless  old  men  cart 
them  in  wagons  down  Dariba  Kalan 
street,  lined  with 
jewelry  shops,  many 
of  which  have  been 
owned  by  the  same 
family  for  genera- 
tions. Boys  in  briefs 


Above:  a  c ha  I la 
(ring)  with  a  trio  of 
old-cut  diamonds. 
Below,  a  gold  paizeb 
(anklet)  set  with 
diamonds,  rubies 
and  emeralds. 


run  from  shop  to  warehouse,  bringing 
diamond  solitaires  and  the  latest  polki  cuts 
to  their  demanding  clientele. 

Bhagwan  Dass  Khanna  Jewellers  is  a 
favorite  of  old  Delhi  families  and  now  ex- 
hibits all  over  the  world,  including  at  the 
JA  New  York  jewelry  expo.  The  shop  is 
usually  manned  by  the  genial  Naresh 
Khanna,  who  promises  to  "take  care"  of 
you.  If  you  desire  diamond  solitaires,  he 
will  send  you  to  his  shop  in  South  Delhi; 
if  you  want  traditional  designs  that  aren't 
altered  to  suit  foreign  tastes,  he  will  pull 
out  a  few  choice  sets  from  his  cabinet. 


Watching  over  it  is  the  incense-shrouded 
photograph  of  the  shop's  patriarch  and 
founder,  Bhagwan  Dass. 

A  world  away  from  the  mazelike  alleys 
of  Old  Delhi  are  the  broad  boulevards  of 
the  embassy  area,  with  most  of  the  city's 
five-star  hotels.  The  Oberoi  and 
Taj  Palace  each  have  stores 
in  their  shopping  arcades 
where  quality  jewels  can  be 
bought  for  a  slightly  higher 
price.  Here  as  elsewhere,  it's 
better  to  shop  with  a  local. 
But  even  if  you  go  alone,  most 
salespeople  speak  English.  Each  piece 
comes  with  a  price  tag,  so  be  assured  that 
it  hasn't  been  marked  up  for  a  foreigner. 

Finally,  a  word  about  bargaining:  Since 
jewelry  merchants  make  their  profits 
through  volume  of  sales  rather  than  indi- 
vidual markups,  they  will  stubbornly  refuse 
to  reduce  prices.  This  means  that  bargain- 
ing is  more  attitude  than  act:  It  may  not 
get  you  a  discount,  but  it  will  get  you  the 
jeweler's  respect — and  therefore  access  to 
the  higher-quality  stuff  that  he  keeps  at 
the  back  and  brings  out  only  for  bona  fide 
customers.  It  is  all  about  posturing,  and 
first  impressions  are  key.  When  I  go  shop- 
ping, I  try  to  simulate  the  quiet  swagger  of 
the  Godfather,  or  a  British  schoolboy.  I 
cast  a  withering  eye  over  the  jeweled  offer- 
ings in  the  display  case  and  ask  him 
peremptorily  if  he  has  anything  else  to 
show  me.  As  the  salesmen  stir  them- 
selves, flip  the  lights  reluctantly  and 
begin  pulling  out  jewel-boxes  from 
J>,  the  recesses,  I  casually  pull  out  a 
gemologist's  kit  from  my  handbag 
(bought  for  $17  on  the  Internet)  and 
set  it  on  the  counter.  First,  I  take  out  a 
magnifying  glass,  then  a  triplet  loupe  and 
finally,  my  piece  de  resistance,  paint 
thinner.  Having  bought  gems  all  over  the 
world,  I  say,  I  know  about  unscrupulous 
jewelers  painting  their  gems  to  hide  flaws. 
While  I  am  sure  that  this  particular  shop  is 
honest,  having  been  recommended  it  by 
my  friend  Queenie,  I  have  brought  some 
paint  thinner  just  in  case.  By  this  time,  all 
the  salesmen  in  the  shop  are  galvanized 
into  action,  fawning  around  me  with  their 
choicest  pieces,  switching  on  additional 
lights  so  I  might  see  the  jewels  better,  ply- 
ing me  with  Diet  Coke  and  effusive  praise. 
That's  how  it's  done  in  New  Delhi.  • 
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THE  PRINCIPALITY  OF 


MONACO 


WALK  IN 
THE  FOOTSTEPS 
OF  GIANTS 

♦  ♦  ♦ 

Today's  titans  of  industry  meet  in 
Monte-Cario  to  savor  the  historic  opulence 
of  the  legendary  Hotel  de  Paris,  to  explore  the 
cultural  delights  of  the  Opera  House  and 
Casino  de  Monte-Carlo,  and  to  immerse 
themselves  in  the  pleasures  of  this 
world-renowned  Principality. 


H  GTE  LS  SPA  &  CASINOS  MONACO 


»-  VISiTNONACO.COM/SBH 

For  more  information,  call  800-753-9696 


Wheels  by  Bill  Baker 


[  Autobahn 
Jociety 

There  I  was  on  the  autobahn  near  Cologne,  Germany, 
jie  top  was  down  on  the  2006  Porsche  911  Carrera  4S 
briolet  as  the  speedo  climbed  to  240  kilometers  per 
ur — 150  mph.  Thinking  I'd  shoot  for  the  179  mph  top 
;ed,  I  recalled  someone  once  telling  me  that  autobahns 
t  only  have  no  speed  limits,  they  also  have  the  longest 
;d  marks  in  the  world.  I  eased  off. 
I  If  you're  a  car  person,  you've  probably  had  to  grapple  with 
P  Porsche  Questions:  Can  I  drive  it  fast  without  screw- 
k  up?  Where  can  I  find/beg/steal  the  money?  Is  it  me} 
The  Carrera  4S  is  a  snug  convertible  with  all- 
keel  drive,  a  355  hp  3.8-liter,  six-cylinder  fuel-injected 
[r-mounted  engine  (but  you  knew  that),  available 
th  either  a  six-speed  manual  or  five-speed  Tiptronic 
nsmission. 

Factory  specs  say  it'll  do  0  to  60  mph  in  4.7  seconds, 
le  autobahn  blast  was  surprisingly  calm  in  the 
:kpit  thanks  to  a  very  effective  windbreak  behind 
:  passenger  seats.  Sprints  on  the  back  roads  of  the 
lineland  proved  the  handling  of  the  Carrera  4S,  and 
red  the  hell  out  of  the  cows. 

Steering  is  very  quick,  so  one  mustn't  fool  with  one's 
1  phone,  drink  a  latte  or  eat  brioche  at  speed.  And 
i  brakes  have  automatic  pressure  boosters  to  stop  you 
GHT  NOW! 

This  car  has  punch,  presence  and  panache.  It  could  be 
a.  As  long  as  $97,100  is  not  an  issue,  www.porsche.com. 


VHAPPY  MOTORING 

There  was  a  time  in  automotive 
history  when  dream  machines 
rolled  off  assembly  lines 
with  bold  names  like  Impala, 
Cougar  and  Skylark.  And 
what  fantasies  their  advertising 
inspired  in  the  pages  of 
glossy  magazines  of  the  day: 
a  seaside  picnic,  a  romantic 
waltz  upon  a  moonlit  terrace... 
Just  you,  your  beloved  and 
the  all-new  1966  Oldsmobile 
Toronado.  That  golden  era  is 
marvelously  recaptured  in 
art-book  publisher  Taschen's 
new  60s  Cars:  Vintage  Auto 
Ads.  $10.  www.taschen.com. 


VSPINNING  A 

NEW  IMAGE 

Mention  of  BMW  motorcycles 
brings  with  it  the  image  of 
leather-clad  loners  setting  out 
for  Alaska  or  South  America 
aboard  a  horizontally  opposed 
twin-cylinder,  shaft-driven 
motorrad:  Best  for  long- 
distance touring,  not  road- 
ripping  speed.  That  image 
may  be  about  to  change.  The 


Bavarians  now  offer  two 
K  1200  models  with  a  new 
1157cc  four-cylinder,  four- 
valve  engine  that  generates 
167  hp  in  the  1200  S  and  a 
bit  less  in  the  1200  R.  These 
iiberbikes  will  rocket  from  0 
to  60  in  2.8  seconds — about 
half  the  time  it  takes  to 
read  this  sentence  out  loud. 
Innovative  German  engineering 
features  include  a  front 
suspension  that  looks  a  bit 
like  the  front  legs  of  a  praying 
mantis.  BMW  says  it  has 
"perfect  kinematics."  The 
K  1200  S,  $15,750;  the  R, 
$14,250.  www.bmwmotor 
cycles.com. 


GO  OLDS  '60 
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I  N  S  U  R  ANC  E    -    INVESTMENTS    •  RETIREMENT 


I  want  to  play  golf. 

For  fun. 


What  do  you  want?  The  Power  of  the  Pyramid™  can  help  get  you  there. 

Dream  retirements  come  in  all  shapes  and  sizes.  And  because  one  size  doesn't  fit  all,  Transamerica  offers 
tailor-made  insurance,  investment,  and  retirement  planning  solutions  designed  with  one  thing  in  mind — helping 
you  get  exactly  what  you  want.  Even  pressure-free  3-footers. 


Contact  your  financial  professional,  or 

Call  1-800-PYRAMID 

www.transamerica.com 


Transamerica 

The  Power  of  the  Pyramid 


In  New  York,  insurance  products  underwritten  by  Transamerica  Member  of  the  AEGON  Group 

Financial  Life  Insurance  Company,  Purchase,  NY.  Insurance  products 
underwritten  by  Transamerica  Occidental  Life  Insurance  Company 

and  its  affiliates  outside  New  York.  Not  available  in  all  states.  '.;  •; 


Golf  by  Todd  Pitock 


Diamonds  in 

The  Rou 

Sometimes  the  best  golf  courses  are 

the  ones  you  hear  least  about 


t's  great  to  know  the  bends  and  quirks  of 
the  home  course,  but  hitting  the  road  is 
the  variety  that  spices  up  a  golfer's  life, 
e  usual  suspects — Myrtle  Beach,  Palm 
rings,  St.  Andrews — are  all  deservedly 
nous,  but  for  those  in  search  of  the  unfa- 
liar  and  unexpected,  here's  our  short  list  of 
ces  you  probably  never  thought  to  play, 
ery  golfer  knows  that  it's  not  how  you 
ve  but  how  you  arrive,  which  in  this  case  is 
wentional  wisdom  that  will  score  you  an 
conventional  experience. 

HISTLER,  CANADA 

histler,  two  hours  north  of  Vancouver  in 
nada's  British  Columbia,  is  better  known 
a  winter  playground,  and  indeed,  the 
host  of  the  2010  Winter  Olympic  Games 
as  the  phrase  du  jour  goes,  all  that.  It's  also 
worthy  golf  destination. 
Spread  around  the  alpine  village  founded 
trappers  a  hundred  years  ago  are  ice- 
5ped  peaks  of  densely  wooded  mountains, 
le  abundant  wildlife  includes  bears  and 
ge  squirrellike  animals  called  marmots 
lose  shrill  squeak  gave  Whistler  its  name.  The  town's 
'erse  designs  include  the  Whistler  Golf  Club,  an  Arnold 
Imer  course  that  snakes  through  a  valley,  the  cedar- 
ed  fairways  wending  beneath  the  glacier-scape.  The 
bklaus  North  Golf  Course,  a  Jack  Nicklaus  design,  runs 
'ough  forests  of  Douglas  fir  and  along  glacier-fed  lakes 
d  creeks  that  glow  a  psychedelic  blue-green.  The  226- 
rd  par-three  17th,  which  bends  around  a  lake,  is  a 
unting  highlight.  The  Fairmont  Chateau  Whistler  Golf 
Jb  has  a  Robert  Trent  Jones,  Jr.,  design  that  traverses 


Climb  every 
mountain:  The 
Fairmont  Chateau 
Whistler  course 
rises  400 
feet  through 
the  front  nine. 
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mountain  ledges  and  climbs  400  feet 
toward  blue  skies  through  the  front  nine; 
a  gentle  descent  on  the  back  opens  onto 
a  clearing  with  views  of  distant  glaciers. 
On  the  Sea-to-Sky  Highway  toward  Van- 
couver, Furry  Creek  Golf  &  Country  Club,  a 
Robert  Muir  Graves  design,  is  cut  through 
a  vast  tree  line  of  gigantic  spruces,  firs  and 
cedars  that  sweep  down  to  the  waters  of 
the  sound  in  thick  brushstrokes.  Its  signa- 
ture 14th  hole  features  a  gangplank  green 
that  juts  into  Howe  Sound — an  inviting 
picture  but  a  fearsome  golf  shot.  www.  tour 
ismwhistler.com,  800-WHISTLER. 

MONTICELLO,  VIRGINIA 

Golf  might  have  appealed  to  Thomas 
Jefferson,  whose  real  passion  was  shaping 
the  land  around  Monticello,  the  great 
estate  he  inherited  and  into  which  he 
poured  his  energies.  At  the  top  of  the  list 


mountain  summit  at  almost  4,000  feet, 
and  Rees  Jones'  27-hole  Stoney  Creek  Golf 
Course  in  a  valley  13  miles  away.  The  other 
Monticello  courses  include  the  Lindsay 
Ervin-designed  Birdwood  Golf  Course  at 
Boar's  Head  Inn  and  Poplar  Grove,  which 
was  Sam  Snead's  last  design,  www.virginia 
golfernetwork.com  and  www.  nbc29  golf.com. 

SOUTH  AFRICAN  SAFARI  GOLF 

South  Africa's  more  than  400  courses  and 
its  trio  of  Majors  champions — Player,  Els 
and  Goosen — give  it  a  solid  golf  reputa- 
tion. The  country  is  even  better  known 
for  wildlife.  But  both  at  the  same  time? 
The  austere  Skukuza  Golf  Club,  a  nine- 
hole  route  with  18  tees  and  no  bunkers, 
is  actually  unfenced  and  inside  Kruger 

Right.  Giraffe  hazard  in  South  Africa's  Kruger 
National  Park.  Below-.  Golfing  Virginia's 
Blue  Ridge  Mountains  at  Wintergreen  Resort. 


is  the  Keswick  Club,  a  1939  Fred  Findlay 
design  that  was  reworked  in  1990  by 
Arnold  Palmer.  The  verdant  600-acre 
plantation  of  Keswick  Hall  at  Monticello, 
an  Orient-Express  resort  in  the  heart  of 
Virginia  wine  country,  kicks  off  the  newly 
launched  Monticello  Golf  Trail,  an  asso- 
ciation of  layouts  in  the  Charlottesville 
area  amid  the  resplendent  Blue  Ridge 
Mountains.  Similar  to  Alabama's  Robert 
Trent  Jones  Trail,  it  runs  through  a  land 
that's  steeped  in  American  history.  In 
addition  to  the  Keswick,  Wintergreen 
Resort,  about  30  minutes  from  Charlottes- 
ville, has  two  courses,  including  Devils 
Knob  Golf  Course,  which  curves  along  a 


National  Park,  the  country's  New  Jersey- 
sized  preserve.  At  The  Hans  Merensky  Golf 
Club,  a  Bob  Grimsdell  design  in  Phala- 
borwa,  on  the  north  side  of  Kruger,  gi- 
raffes, blue  wildebeest  and  big  cats  cross 
into  view.  The  club  conducts  its  own 
game  drives.  On  the  reserve's  south  side, 
Leopard  Creek  Golf  Club,  designed  by  Gary 
Player,  is  a  superlative  course  whose  de- 
sign fits  in  seamlessly  with  the  indigenous 
bush.  Bushveld  kopjes  speckle  the  hori- 
zon, and  a  raft  of  hippos  inhabits  a  dam  by 
the  16th.  Two  hours  north  of  Johannes- 
burg, the  Mabalingwe  Country  Club  is  laid 
out  on  a  private  reserve  and  has  nonpreda- 
tors  roaming  the  golf  course. 


In  Sun  City,  the  famed  casino  red 
about  two  hours  northwest  of  Joh 
nesburg,  the  Gary  Player  Country  Club  i 
the  Lost  City  Golf  Course  run  alongsj 
Pilanesburg  National  Park.  The  Pla) 
course,  cut  through  the  extinct  void 
that  forms  the  bowl  of  the  reserve,  ma« 


the  most  challenging  route  in  the  soutj 
em  hemisphere.  The  Lost  City  course 
contoured  along  another  side  of  the  i 
serve.  Its  13th  features  a  crocodile  pit.  Ii 
weren't  separated  by  a  barrier,  it  wou 
truly  be  golf  s  ultimate  hazard.  Bogeys] 
the  Bush,  LLC,  is  a  California-based  td 
operator  specializing  in  golf  safaris.  (76 
443-0738,  www. bogey sinthebush. com. 

SAN  ANTONIO,  TEXAS 

If  you  mapped  a  golfer's  atlas  of  Ameri<| 
the  southern  axis  would  run  from  Scott) 
dale  to  Orlando.  In  between,  and  usual 
overlooked,  is  San  Antonio,  home  of  t| 
Alamo,  the  famed  promenade  called  tl 
River  Walk,  Tex-Mex  cuisine  and  a  lot ) 
diverse  layouts  on  terrain  that  includes  o 
quarries,  floodplains  and  hilly  areas  wi 
inspiring  vistas. 

The  Quarry  golf  club,  a  Keith  Fostl 
course,  routes  through  the  basin  of  a  fo 
mer  quarry  enclosed  by  limestone  wal 
The  Resort  Course  at  La  Cantera,  hostj 
the  PGA  Tour's  Valero  Texas  Open, 
splayed  over  a  trio  of  camelback  hills  a 
the  fringe  of  Texas  Hill  Country.  Tt 
Dallas  Morning  News  rates  the  Peca 
Valley  Golf  Club,  a  1963  J.  Press  Maxwd 
design  recendy  restored  by  Bob  Cupp,  j 
Texas'  best  public  daily-fee  course.  Cedj 
Creek  Golf  Course,  laid  out  through 
canyonlike  valley,  is  the  best  of  the  city's  sj 
municipal  courses.  It  is  more  like  a  coui 
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try  club  than  a  muni — but  then  not  many 
cities  have  canyonlike  valleys,  which  is  one 
of  the  features  that  makes  San  Antonio 
so  alluring.  Next  time  you  plan... remem- 
ber the  Alamo,  www.sanantoniovisit.com, 
800-ALAMO-07. 

BARBADOS 

This  isn't  the  cricket-playing,  English- 
mannered  island-nation  that  starts  with  a 
B  people  associate  with  golf,  but  in  recent 
years  Barbados  has  been  making  its  mark, 
which  is  especially  impressive  considering 
that  little  more  than  a  decade  ago,  the  for- 
mer British  colony  in  the  southern  Carib- 
bean had  barely  any  golf  at  all.  Now  there 
are  five  courses,  with  plans  in  various 
stages  to  add  four  more.  What  the  island 
lacks  in  numbers  it  makes  up  in  quality, 
quickly  becoming  a  little  Bermuda. 

The  top  venues  are  on  the  island's  high- 
ly desirable  west  coast,  an  area  known  as 
a  quiet  retreat  for  the  rich  and  famous. 
One  of  those  spots  is  the  Sandy  Lane 
resort,  where  Tiger  Woods  and  Swedish 
model  Elin  Nordegren  married  last 
October.  Hootie  8c  the  Blowfish  report- 
edly played  the  Green  Monkey,  a  Tom  Fazio 
design  that's  regarded  as  the  island's  trophy 
course  (and  named  for  the  native  pri- 
mate). Sandy  Lane  Golf  Club  has  two 
other  courses,  the  Country  Club  and  the  Old 
Nine.  The  Royal  Westmoreland  runs  along- 


side a  nature  reserve,  and  designer  Robert 
Trent  Jones  Jr.,  used  that  and  other  natural 
features,  such  as  an  old  stone  quarry  on 
holes  five  and  six,  to  great  effect. 

In  addition  to  golf,  the  island's  allure 
includes  what  many  consider  the  region's 
best  restaurant  scene,  70  miles  of  beaches, 
and  gardens  to  put  the  rose  in  a  horticul- 
turist's cheeks. 

Note  that  some  courses  restrict  play  to 
guests  of  their  own  properties  or  a  limited 
number  of  other  properties  with  whom 
they  have  special  arrangements,  www.visit 
barbados.org,  (800)  221-9831. 

VAIL,  COLORADO 

Despite  having  beefed  up  its  golf  creds  for 
more  than  a  quarter  century — in  1978  the 
Jerry  Ford  Invitational  at  the  Eagle- Vail 
and  Town  of  Vail  golf  courses  pioneered 
the  pro-am  format  that's  commonplace 
today — Vail  is  still  thought  of  as  a  ski 
resort.  But  with  reliably  fabulous  weather 
from  May  through  October  and  a  baker's 
dozen  courses  snaking  through  valleys  and 
climbing  up  and  down  the  Rocky  Moun- 
tains, it  also  warrants  attention  for  golf, 
and  indeed  recent  additions  scream  for  it. 

Top  places  include  Red  Sky  Ranch, 
which  opened  a  Fazio  course  in  2002  and 
a  Greg  Norman  design  in  2003.  Both  offer 
access  for  guests  of  Vail  Resorts'  properties 
and  the  Ritz-Carlton  Bachelor  Gulch. 


IF  YOU  GO 


CADDY  CHIC 

Today's  high-tech  golf  bags  offer  indestructible 
^    nylon,  motion-adjusting  ergonomic  straps  and  club 
management  systems.  We  prefer  the  elegant  simplicity 
of  Principe's  handsome  calfskin  leather  carrier.  Ample 
room  for  clubs,  generous  pockets  and  a  sturdy  wood 
base — what  other  features  do  you  really  need?  About 
$1,160.  www.principe.it. 

TEE  TOOL 

>A  regular  Swiss  Army  knife  isn't  so  handy  on  the 
links — it's  hard  to  replace  a  divot  with  that  fold- 
out  corkscrew.  But  with  the  new  GolfTool,  made 
^\  by  Swiss  Army  manufacturer  Victorinox,  you  can 

slide  out  a  forklike  repair  instrument  and  properly 
put  the  turf  back  in  no  time.  Along  with  a  ball 
marker,  this  new  blade  also  comes  with  a 
tool  designed  to  punch  tee  positions  in  hard 
ground  as  well  as  clean  the  grooves  of  your 
clubs.  It  even  serves  up  the  trademark 
tweezer  and  toothpick.  $49.  (800) 
442-2706,  www.swissarmy.com. 


No  lift  lines:  Vail's  Red  Sky  Ranch. 

There's  also  the  Club  at  Cordillera,  a  pri 
resort  with  courses  by  Hale  Irwin, 
Nicklaus  and  Fazio,  and  a  nine-hole  ] 
three  course  by  short-game  specialist  L 
Pelz.  Finally,  Vail  Municipal  Golf  Coursi 
Ford  Invitational  fame,  remains  a  belc 
muni  carved  on  what  was  once  a  sh 
meadow — a  comparatively  gentle  wa 
up  for  the  others,  which  are  exception 
long  (the  Norman  course  is  almost  7 
yards)  and  challenging,  www.thinksuni 
thinkvail.com,  (866)  362-VAIL. 


Some  other  places  to  keep  in  mi 
With  65  courses  and  plans 
numerous  others,  Portugal  is 
emerging  golf  hot  spot.  Its  Vict) 
Clube  de  Golfe  is  the  host  for  Novemb 
2005  World  Golf  Championships-Wc 
Cup. 

Sardinia,  the  scenic  Italian  island 
another  up-and-comer,  with  Is  Molas, 
uated  above  the  Punic-Roman  ruing 
Nora  and  the  turquoise  Mediterranean 

In  the  Pacific  Rim,  New  Zeala 
claims  the  world's  highest  number  of  fl 
courses  per  capita;  Kauri  Cliffs,  a  Re; 
&  Chateaux  estate  and  golf  course  f 
hours  from  Auckland  is  a  highlight. 
Mauritius,  the  Bernhard  Langer-desigt 
One&Only  Le  Touessrok  golf  course  oc« 
pies  its  own  island. 

.  Of  course,  not  all  great  locations 
a  long-haul  flight  away,  and  they're 
always  in  obvious  or  glamorous  plac 
The  Architects  Golf  Club  near  the  st 
town  of  Bethlehem,  Pennsylvania,  fon 
ample,  borrows  great  hole  designs  frc 
courses  around  the  world — a  global  exr. 
rience  in  a  single  round.  • 


JtESOLUTIOT)  THJIT  RIUflLS  JjEBLITV 

THE  NEXT  GENERATION  OF  HD  IS  HERE!  Imagine  reeling  in  the  trophy  fish  -  in  your  very  own  living 
room!  The  resolution  of  JVC's  new  Full  1080p  HD-ILA  70-inch  TV  is  so  stunning;  it's  hard  to  distinguish 
fantasy  from  reality, 

Featuring  picture  clarity  that  actually  rivals  reality,  JVC's  HD-ILA  70-inch  TV  incorporates  true  1080p 
resolution  and  3-Chip  LCOS  design.  And,  with  its  bright  picture  and  high  contrast, 
there's  no  doubt  you'll  feel  as  if  you're  a  part  of  every  scene.  But  don't 
take  our  word  for  it  -  see  for  yourself.  One  look  at  JVC's 
HD-ILA  70-inch  TV,  and  you'll  be  hooked! 


The  Perfect  Experience  - — 


www.jvc.com 


winning 


Our  roster  of  35  PGA  players  includes  the  winners  of  24  majors  and  many  other  familiar  names  on  Tour  leaderboards.  Both 
power  hitters  and  strategy  players  have  two  things  in  common:  they  know  how  to  win,  and  they  fly  with  the  winner.  They  enjoy 
the  industry's  youngest  fleet,  highest  residual  value  and  best  new  programs.  Contact  CitationShares.  That's  the  one  you  want. 


CitationShares 


ABOVE  AND  BEYOND 


800.340.7767  x  121 


CitationShares.com 


Boats  by  Bernadette  Bernon 


^lass 
Mo 


he  vintage  design  of  the 
stylish  MAS  28  was  in- 
spired by  Italy's  World 
I  torpedo  boat — MAS 
1  acronym  for  "anti-sub- 
ne  motorboat"  in  Italian, 
ppo  Prima's  MAS  ship- 
has  created  a  silent  bullet 
teak  decks,  an  electrically 
ered  swim  platform  that  slides  out  from  the  hull,  a 
c  cabin  that  sleeps  two,  "sham-leather"  seats  with 
frames  and  the  ability  to  stop  traffic  wherever  it 
.  $250,000.  (704)  579-2233,  www.mas-yacht.com. 


NEW  IN  PRINT 

Boat  Design:  Classic  and 
New  Motorboats  is  a 
scrumptious  visual  history  of 

  marine-craft  culture 

from  the  early 
20th  century  to  the 
present.  Design 
enthusiasts  will  find 
detailed  information 
on  types,  forms, 
materials  and  colors, 
especially  on 
American  and  Italian 
models  from  the  past 
60  years.  The  rest 
of  us  will  simply  stare  agape 
at  previously  unpublished 
black-and-white  images  of 
prewar  standard-bearers.  At 
five  by  seven  inches,  the 
book  is  small  enough  to  tuck 
away  for  cabin  reading 
during  heavy  weather.  $25. 
teNeues  Publishing  Company. 
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Hawaiian  Paradise 

A  Modern-Day 

Adventure 


By  Noelle  Lee 


Hawai'i.  Picture  it:  palm-fringed,  78  degrees  and  balmy.  Soft,  honey-colored  sal 
spreads  underfoot,  and  at  the  edge  of  your  vision  a  vast  azure  sky  meets  an  equa 
endless  turquoise  sea,  making  a  blue  so  brilliant  you'd  swear  it's  a  new  color.  Ev< 
the  ticking  of  the  clock  seems  slower,  and  you'd  check  if  what  they  call  "Hawaiii 
time"  is  real  . . .  except  you've  left  your  watch  in  the  hotel  room.  Ah,  the  leisurely  rhythm  of  I 
islands,  you  think,  as  the  lacy  froth  of  a  breaking  wave  swirls  around  your  ankles  and  y<i 
wonder  if  before  sunset  you  can  catch  ...  just  one  more  wave? 

Why  not?  The  surf's  almost  always  up  somewhere  in  Hawai'i.  Of  course,  surfing  is  just  on 
of  the  exciting  activities  that  makes  this  American  paradise  the  perfect  destination  fl 
creating  your  very  own  modern-day  adventure.  With  ecosystems  ranging  from  above-trj 
!s  mountainscapes  to  pristine  rainforests  to  protected  marine  sanctuaries — and  eveil 
thing  in  between — Hawaii's  dizzying  array  of  natural  wonders  and  activities  will  delight  tB 
^ie  family  ...  and  help  you  create  an  unforgettable  Hawaiian  vacation  experience. 

•  toe  left,  Kirk  Lee  Aeder;  top  right,  Ron  Dahlquist;  bottom  left,  Ron  Dahlquist;  bottom  center.  Kirk  Lee  Aeder;  bottom  right,  Robert  Coello 


Let  Roy's  he 
you  plan  the 
perfect  pai 
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HAWAIIAN  FUSION 
CUISINE 

roysrestaurant.com 


on  the  mainland: 


BALTIMORE 
BONITA  SPRINCS 


CHICAGO 


LOS  ANGELES 
NEWPORT  BEACH 


JACKSONVILLE  BEACH  ORLANDO 
LA  JOLLA  PHILADELF 


LAS  VEGAS 


PHILADELPHIA 
PHOENIX 
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WHERE  LEGENDS  ARE  BORN:  OAHU 

No  Hawaiian  vacation  is  complete  without  at  least  one  day  of  pure  relaxation.  Home  to  glittering,  cosmopolitan  Honolulu,  Q 
also  boasts  some  of  the  islands'  best  surfing,  windsurfing,  bodyboarding  and  kitesurfing  spots.  Rent  a  surfboard  along  the  fan 
strand  of  Waikiki  or  look  into  one  of  O'ahu's  many  surf  schools,  where  a  day  of  practice  will  get  you  "hanging  ten"  in  no  tim| 

On  the  quaint  East  Shore  of  the  island,  famous  wind 
surfing  and  kitesurfing  spot  Kailua  Beach  is  a  great  place  for 
watching  the  waves,  or  rent  an  ocean  kayak  for  a  short  jour- 
ney to  the  picturesque  Mokulua  islets,  just  off  nearby  I.anikai 
Beach.  Continuing  around  the  island's  east  side,  with  a  stop 
at  Kualoa  Ranch  for  horseback  and  ATV  rides,  you'll  arrive 
at  the  coves  and  bays  of  O'ahu's  North  Shore,  home  during 
the  winter  months  to  the  Vans  Triple  Crown  of  Surfing, 
including  the  Rip  Curl  Pipeline  Masters,  the  longest-running 
professional  surfing  competition  in  the  world. 


For  more  information 
Boat  trips  along  O'ahu's  pristine  west  s 

www.realhawaiitours.com 
Hawaiian  Fire  Surf  School: 
www.hawaiianfire.com 
Kailua  Sailboards  &  Kayaks,  Inc. 

www.kailuasailboards.com 
Kualoa  Ranch  horseback  riding: 
^  www.kualoa.com 


SUNRISE  TO  SUNSET:  MAUI 

A  full  day  of  fun  awaits  you  on  Maui,  home  to  the  popular  resort  areas  of  Ka'anapali,  Kapalua  and  Wailea.  Start  your  mon 
atop  the  summit  of  the  House  of  the  Sun — Haleakala — Maui's  10,023-foot  dormant  volcano,  witnessing  a  sunrise  Mark  Twain 
described  as  "the  sublimest  spectacle"  he'd  ever  witnessed.  Then  bike  down  Haleakala's  gentle  slopes  to  the  sea,  passing  the  qu 
upcountry  towns  of  Kula  and  Makawao. 

A  midday  hike  in  some  of  the  valleys  will  introduce  you  to  Maui's  incredible  network  of 
waterfalls,  streams  and  rainforests.  Work  in  an  afternoon  round  of  golf — over  15  courses  vie 
for  your  tec  time — not  to  mention  tennis,  snorkeling,  kayaking  or  even  parasailing  off  one  of 
the  island's  wide,  placid  bays.  Just  before  sunset,  hop  on  one  of  Maui's  incredible  diving,  snor- 
keling or  whale-watching  trips — Maui  is  home  to  the 
Hawaiian  Islands  Humpback  Whale  National  Marine  Sanc- 
tuary— or  spend  an  afternoon  learning  more  about  the 
Pacific  at  the  Maui  Ocean  Center  in  Wailuku. 

After  a  day  of  adventure,  nothing  tastes  as  sweet  as  Hawaiian- 
style  cuisine:  try  Roy's  at  either  Kihei  or  Lahaina  for  fresh 
fish,  and  if  you've  still  got  energy,  check  out  the  theatrical 
experience  'Ulalena,  a  retelling  of  Hawaiian  myth  featuring 
music,  dance  and  acrobatics,  at  the  island's  state-of-the-art 
Maui  Theatre. 

PANIOLO,  PINEAPPLES  AND  POHAKU:  LAN  A I  AND  MOLOKA'I 

Whether  it's  a  day's  adventure  exploring  a  WWII-era  "shipwreck  beach"  and  hidden  coves 
or  a  diving  excursion  to  Molokini,  no  Hawaiian  adventure  is  complete  without  a  visit  to  the  {ff 
quaint,  quiet  island  of  Lana'i,  which  was,  until  recently,  dominated  by  the  Dole  pineapple 
plantation.  Nearby  Moloka'i  is  home  to  Kalaupapa,  the  historic  valley  once  inhabited  by 
Father  Damien  and  Hansen's  disease  patients.  Mule  rides  into  Kalaupapa  introduce  you  to 
the  island's  paniolo  (Hawaiian  cowboy)  culture,  as  well  as  its  fascinating,  important  history, 
while  Moloka'i's  one-of-a-kind  pohaku  (stone)  hikes  through  the  island's  stunning  upcoun- 
try give  a  sense  of  the  island's  rich  and  abiding  Native 
Hawaiian  culture. 


For  more  information: 
Mountain  Riders  bike  tours: 

www.mountainriders.com 
Guided  eco-tours  with  Hike  Maui: 
www.hikemaui.com 
Trilogy  Adventures  whale-watching  ouiint 

www.sailtrilogy.com 
Maui  Ocean  Center  and 
the  Humpback  Whale  Sanctuary: 

www.mauioceancenter.com  and 
hawaiihumpbackwhale.noaa.gov 
Maui  Theatre: 

www.mauitheatre.com 


For  more  information: 
Ocean  adventures: 

www.mauioceanriders.com 

Kalaupapa  Mule  Rides: 

www.muleride.com 

Historical  Hikes  West  Moloka'i: 

www.molokai-aloha.com/hikes/ 


THE  RING  OF  FIRE  AND  BEYOND:  HAWAII'S  BIG  ISLAND 

As  the  state's  largest  and  least  populated  main  island,  Hawai'i's  Big  Island  contains  nearly  all  I 
earth's  major  ecosystems  in  miniature:  from  tropical  rainforests  to  recent  lava  flows  just  beginnj 
to  host  new  growth.  Three  national  parks  and  hundreds  of  _| 
square  miles  of  protected  wilderness  make  backcountry 
hiking,  mountain  biking,  stargazing  and  expert-level  bird- 
watching  among  the  island's  premier  ecotourism  activities. 

A  circle-island  driving  tour  brings  with  it  a  host  of  adventur- 
ous options;  and,  of  course,  no  trip  to  Hawai'i's  Big  Island  is 
complete  without  a  stop  at  Hawai'i  Volcanoes  National  Park  along  the  island's  southeastern  flank. 
Farther  north  along  the  Kona  coast,  snorkeling  cruises  to  the  Kealakekua  Bay  marine  sanctuary 
>  ro  the  wonders  of  the  undersea  environment  and  Kona's  legendarily  clear  water. 

hoto  credits:  top,  Kirk  Lee  Aeder;  middle,  Ron  Dahlquist;  bottom,  HTJ 


For  more  information: 
Kamuela  Kayak  Corp.  tours: 

www.flumindaditch.com 

Hawai'i  Volcanoes  National  Park: 

www.nps.gov/havo/ 
Fair  Wind  Cruises  to  Kealakekua  Bay 

www.fair-wind.com 


Only  one  airline  is  Hawaiian.  Our  island-style  cuisine,  HAWAIIAN 
hospitality  and  entertainment  travels  across  the  Pacific 
non-stop  daily  from  9  Western  U.S.  cities.  Come  home 
with  us.  You  can  book  flights  at  our  lowest  fares  online. 

HawaiianAirIines.com 

HAWAII  STARTS  HERE 
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Photo  credits:  Kirk  Lee  Aeder 

BOLD  LUXURY:  THE  BIG  ISLAND'S  KONA-KOHALA  COAST 

Active  living  meets  world-class  luxury  along  the  Kona-Kohala  Coast,  home  to  many  of  the  islands'  most  exclusive  hotels 
resort  communities.  Blessed  with  nearly  365  days  of  sun  and  blue  skies,  as  well  as  40  miles  of  breathtaking  ebony-and-turqu 
coastline  dotted  with  white-sand  coves,  it's  no  wonder  the  Big  Island's  "Gold  Coast"  is  a  favorite  hideaway  for  those  seeking  a 
feet  blend  of  recreation  and  relaxation.  Spectacular  golf  is  just  minutes  away,  including  the  Robert  Trent  Jones,  Sr.-designed  Ma 
Kea  Beach  Hotel  Golf  Course,  the  naturally  gorgeous  Arnold  Palmer/Ed  Seay  course  at  the  Hapuna  Beach  Prince  Hotel,  and 
Francis  H.  Pi  Brown  North  and  South  courses  at  the  Mauna  Lani  Resort  and  Fairmont  Orchid. 

Davis  Cup-level  tennis  courts,  cultural  activities — be  sure  to  stop  by  Kona  Village's  guided  petroglyph  tour  and  the  Asian  anti 
collection  at  the  Mauna  Kea  Beach  Hotel — as  well  as  the  number  one-ranked  "best  beach  in  America,"  Hapuna  Beach,  define  isl 
living  at  its  finest,  while  resort  concierges  are  available  to  arrange  other  excursions,  from  stargazing  atop  13,000-foot  Mauna  Ke 


Step/ into  a  world  of  barefoot 
luxury  as  you  stroll  down 
sandy  paths  from  your 
private  hale  to  the  beach. 

Call  jour  travel  consultant 
or  I-8OO-36/-529O. 


KonaVJlaceClrt 

resortO  VJU*' 

Hawai'i  as  it  was  meant  to  be 
The  Big  Island  o/Hawai'i 

www .  k  o  n  avi  1 1  a  t;e .  c  o  m 


Pack  light.Spend  smart. 

SunQuest  vacation  condo  and  home  rentals  save  you 
up  to  30%  of  comparably  managed  properties  and  are 
better  stocked  for  extended  stays.  Plus  you'll  save  on 
car  rentals  too.  Our  friendly  staff  is  fast,  dependable, 
and  ready  to  help  make  every  dollar  count.  Call  today. 

•  KAILUA-KONA  •  KEALAKEKUA  • 
•  WAIKOLOA  •  KEAUHOU  • 
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VACATIONS 

1-800-367-5168  •  Toll  Free  Mainland 
800-800-Kona  •  Toll  Free  Canada 
www.sunquest-hawaii.com 

Reliable  vacation  specialists  you  can  trust  -  every  time. 
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swimming  with  dolphins  to  experiencing  thrilling  volcano  helicopter  adventures.  Whale- 
watching,  diving,  sailing  cruises  and  Kona's  legendary  deep-sea  sportfishing  await  just  off- 
shore, while  a  short  drive  up  the  North  Kohala  Coast  finds  you  at  majestic  Pololu  Valley  and 
the  charming  and  artsy  town  of  Hawi.  While  you're  in  the  area,  try  a  mountain  kayak  cruise 
through  Kohala's  elaborate  system  of  "sugar  water"  ditches,  offering  a  rare  view  of  Hawai'i's 
agricultural  past,  or  head  mauka  (mountainward)  to  upcountry  Waimea  Town,  where  weekend 
rodeos  and  horseback  riding  allow  visitors  to  take  part  in  the  island's  thriving  paniolo  culture. 

A  full  day  of  adventure  deserves  another  of  R&R.  Try  a  hot  lava  stone  massage  or  nat- 
ural sugar  scrub  at  one  of  the  Coast's  famous  spas — the  ultimate  in  active  pampering! 


For  more  information 
Kohala  Coast's  finest 
resorts,  golf  and  spas: 

www.maunakeabeachhotel.com 
orwww.princeresortshawaii.com/HBP/; 
www.fairmont.com/orchid/ 
or  www.maunalani.com; 
and  www.konavillage.com 
Stargazing  with  expert  Jon  Lomberg  and 
volcano  tours  with  Sunshine  Helicopters: 
www.konavillage.com/activities.asp 
Information  on  Hawai'i's  dolphins: 
dolphinquest.org/destinations/hawaii/ 
Kohala  Sugar  Plantation 

mountain  kayaking: 
www.flumindaditch.com 


Photo  credits:  top,  HTJ;  bottom,  Kirk  Lee  Aeder 
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Dahana  Ranch  horseback  riding: 

www.dahanaranch.com 
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cv\c\yj<\ip\  tee  p\  Re  sort 


»  AM. 

rv\rwrsir>  tee  n  neocH  hotcl 
C-Ura/inyW  YEARS  ^il,L 

'ekbrate  our  40th  anniversary  with  savings  of  40%  OFF  published  room 
rates  at  both  Mauna  Kea  Beach  Hotel  and  Hapuna  Beach  Prince  Hotel. 
Breakfast  Buffet  for  two  included  daily! 

Subject  to  availability.  Some  restrictions  apply.  Valid  to  12/22/05. 

mtactyour  travel  specialist  or  visit  PrinceResortsHawaii.com/40years. 


TV/rce 


Finally,  possibilities 
as  glorious  as 
the  surroundings. 


MAUNA   LANI  RESORT 
AT  Kalahuipuaa 


Experience  Hawaii's  Big  Island  with  Mauna  Lani's  "Forbes  Pick  Your 
Passion  Package."  For  every  night's  stay  at  Mauna  Lani  Bay  Hotel  & 
Bungalows,  you  will  receive  a  complimentary  gilt  certificate  good  (or  a 
Hawaiian  adventure  or  resort  amenity.  Package  rates  begin  at  only  $48S. 

For  more  information,  call  HHH.424.1977  and  as\for  the 
"Forbes  Pie/(  Your  Passion  Package"  or  visit  www.maunalani.com/forbes. 


Minimum  three  nie.lt 

ua)  required.  Maximum  m 

j  certificate!  per  pai 

J  room  night  Offer 

valid  ififough 

12/W0S.  Packages  ai 

-  subject  to  change  without  n 

■rice  .mil  arc  based 

in  jvjiljbility.  Kate 

arc  per  night 

of  sins 

Ic/douMc  occupancy  and  exc 

ludc  tax.  AJditiiin.il 

restrictions  apply 

Mauna  Kea  Beach  Hotel  •  Hapuna  Beach  Prince  Hotel 
Maui  Prince  Hotel  •  Hawaii  Prince  Hotel  Waikiki 
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GARDEN  OF  DELIGHTS:  KAUAI 

Hike  along  the  verdant,  awe-inspiring  Napali  Coast;  mountain  bike  past  the  crumbling  sea-caves  and  vertiginous  sandstone  c 
of  Maha'ulepu;  ride  a  helicopter  to  Wai'ale'ale  at  the  center  of  the  island,  one  of  the  world's  wettest  spots;  or  just  marvel  at  the  e 

changing  hues  of  Waimea's  "Grand  Canyon  of  the  Pacific"  on  this,  the  northernmost  isl 
in  the  Hawaiian  chain. 

Named  the  Garden  Island  for  the  emerald  rainforests  that  blanket  most  of  the  islaj 
Kaua'i  is  an  adventurer's  dream,  with  over  eleven  miles  of  pristine  (and  often  em[ 
beaches,  miles  of  trails  through  the  Napali-Koke'e  State  Park  areas  and  the  sparkl 
bays  and  beaches  of  the  island's  South  Shore.  Kayak  down  the  Wailua  River,  bodyg 
or  bodyboard  at  Brennecke's  near  Poipu,  or  just  spend  the  afternoon  watching 
kitesurfers — try  it  if  you  dare! — off  the  East  Shore  beaches  near  bustling  Kapa'a  To' 
Those  in  for  serious  adventure  can  pack  a  tent  and  gear  for  a  grueling  eleven-mile  h) 
to  Kalalau  Valley  along  the  Napali  Coast,  though  a  grj 
shorter  hike  can  take  you  the  incomparable  valley 
Hanakapi'ai,  and,  if  you've  still  got  energy,  to  the  stunn 
waterfall  at  the  back  of  the  valley.  Diving,  snorkeling 
sportfishing  trips  leave  from  Lihu'e's  Nawiliwili  Harbor,  i 
if  you're  really  in  the  mood  for  adventure,  private  helicop 
trips  can  be  arranged  to  Ni'ihau,  Kaua'i's  private  islaj 
owned  by  the  Robinson  Family. 


r 


Photo  credits:  top,  Ron  Dahlquist;  bottom,  HTJ 


RESORTQUEST  WAIKIKI  BEACH  TOWER 

THE  PERFECT  PLACE  TO  STAY 
TO  EXPERIENCE  OUR  HAWAII,  YOUR  WAY 


Experience  the  pinnacle  of  privacy  and  pampering  at  this  exclusive  all-suite 
condominium  resort  that  towers  above  the  splendid  Waikiki  coastline. 

•  Enormous  2-bedroom  suites  with  separate  living  area 

•  Priceless  ocean  views  and  spacious  private  lanais 

•  Twice  daily  housekeeping  including  nightly  turndown  service 

•  Complimentary  "Aloha  Book"  upon  arrival  with  offers  on  museum  and  garden 
admissions,  dining,  spa  and  golf 

Call  your  travel  specialist  or 

RQWaikikiBeachTower.com  |  866-77-HAWAI1  (774-2924) 

Ask  about  our  Aloha  Free  Deals"  or  Weeklv  Rates 


r>fiCT       tliru  1*/22A>5.  Some  restrictions  apply- 


ResortQjest. 

FORME  RIVJ^OV/  HAWAII 


For  more  information:  =^ 
Kaua'i  state  parks,  including 
Napali  and  Koke'e: 

www.hawaii.gov/dlnr/dsp/kauai.html 
Kaua'i  Adventure  Trek 
www.alohakauaitours.com/adventuretrek/ 
Jack  Harter  Helicopters: 

www.helicopters-kauai.com 
Niihau  trips: 

www.hawaiian.net/-niihauisland/heli.html 

Kayak  Kaua'i: 

www.kayakkauai.com 

Snorkel  Bob's: 

www.snorkelbob.com 
To  locate  charter  fishing,  diving 
operators  and  other  ocean  activities 
on  all  islands,  including  Kaua'i: 

www.sportfishhawaii.com 
or  http://holoholo.org/ 
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WEB  DIRECTORY 
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Aston  ResortQuest  Hawaii 

www.astonhotels.com 

Hawaiian  Airlines 

www.hawaiianairlines.com 

Kona  Village  Resort 

www.konavillage.com 

Mauna  Kea  Beach  Hotel 

www.maunakearesort.com 

Mauna  Lani  Resort 

www.maunalani.com 

Roy's  Restaurant 

www.roysrestaurant.com 

SunQuest  Vacations 

www.sunquest-hawaii.com 


Quintessentials  by  Mark  Grischke 


J lobe-Trotter  is  a  true  insider's  brand,  famous  in 
certain  circles  but  (despite  its  name)  utterly  un- 
known to  the  public  at  large.  A  Briton,  David 
kin,  started  the  company  in  1897,  in  the  German 
!dnce  of  Saxony.  Four  years  later,  he  moved  to  England, 
re  production  has  (quietly)  continued  to  this  day. 
ording  to  company  lore,  Queen  Elizabeth  II  sailed  with 
luggage  on  her  honeymoon;  Sir  Winston  Churchill  fa- 
d  the  company's  18-inch  suitcase;  and  explorers  Scott, 
undsen  and  Hillary  all  toted  Globe-Trotter  bags  into 
unknown.  These  days,  savvy  Japanese  tourists,  nomadic 
:  stars  and  Anglophiles  of  all  stripes  cross  the  world's 
orts  with  the  distinctive  trunks  in  tow. 
vVhat  makes  the  luggage  unique  in  this  day 
age  is  the  painstaking  and  still-secretive  way 
produced,  using  vulcanized  14-  to  16-ply 
rboard.  That  may  sound  cheap,  but  it's  not: 
canizing  cures  the  base  material,  rendering  it 
ler  and  much  more  durable  than  you'd  ever  guess, 
n  ash-wood  frames  and  leather  are  added.  All  the 
ting,  the  entire  construction  in  fact,  is  done  by 
d.  This  old-fashioned,  almost  quaint  combin- 
n  of  quality  handwork  and  modest  materials 
s  Globe-Trotter  suitcases  particular  charm,  and 
siderable  strength, 
erhaps  the  company  is  less  well 
wn  abroad  because  of  the  British 
chant  for  understatement:  Even 
r,  with  a  savvy  new  management 
in  place  since  2001  (and 
launch  of  punchier  colors  and 
?es),  the  only  reliable  way  to  buy 
product  from  the  U.S.  is  to  con- 
the  firm  directly  (or  a  handful  of 
idon  department  stores).  We 
jest  that  you  do,  wherever  your 
t  trip  takes  you.  • 

tenary  black/black  28-inch  suitcase,  about  $1,300, 
tge/tan  18-inch  slim  attache,  about  $410,  and  green/tan 
inch  mini  utility  case,  about  $300,  at  Globe-Trotter. 

44-20-  7529-5 950,  www.globe-trotterltd.  com. 
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Packin^ 
For  Everest 

Globe-Trotter  luggage  has 
been  around  the  world. 
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Spas  by  Lorraine  Cademartori 


Facins  the  Point 


An  acupuncture  "face-lift"  is  being  touted  as 

a  nonsurgical  alternative.  How  effective  is  it? 


/r  ,,_.„.„..,„ 

Botox  treatment  with  the 
dewy-eyed  romanticism  usu- 
reserved  for  memories  of  a  first  kiss, 
it  shouldn't  come  as  a  surprise  that 
rprising  spas  are  seeing  beyond 
nkle  creams  and  exfoliating  facials 
en  it  comes  to  preserving  their 
nts'  youth.  They  are  not — and  never 
be — medical  facilities,  but  several  of 
m  have  teamed  up  with  their  fellow 
ernative"  practitioners,  acupunc- 
sts,  to  offer  nonsurgical  "face-lifts" 
h,  they  claim,  dramatic  results. 
Needles?  In  my  face?  Clients  can  be 
riven  for  shuddering  at  the  idea, 
le  first  time  people  come  in,  they're 
rified  because  they're  thinking  of 
ypodermic  needle,"  says  acupunc- 
st  Pat  Matthews,  of  the  adventure 
tination  Red  Mountain  Spa  in  St. 
3rge,  Utah.  She  uses  tack  needles — 
quite  a  quarter-inch  long — for  fine  lines,  and  re- 
ves  them  with  tweezers.  Other  points  on  the  face  get 
-inch  "detox"  needles  (up  to  100  of  them  at  a  time), 
ch  stay  inserted  for  approximately  20  to  30  minutes. 
\s  Matthews  eexplains  it,  the  piercing  of  the  skin 
lally  helps  improve  its  appearance.  Acupuncturists 
ck  the  area  they're  working  on,"  she  says.  "The 
in  gets  the  signal  and  starts  acting  to  heal  the 
und,'"  increasing  the  body's  production  of  collagen 
I  elastin,  proteins  that  our  skin  loses  as  we  age. 
tthews  applies  a  similar  principle  to  her  "tummy- 
k"  treatments  at  the  spa,  the  only  difference  being 
t  the  longer  needles  used  in  those  procedures  actu- 


Voodoo  skin 
care?  Spas  are 
marketing 
acupuncture 
"face-lifts"  as 
an  antiaging 
strategy. 


FORBES  FYI  85 


STAY 


TRANQUIL 


Radisson  Plaza  Xing  Cuo  Hotel 
Shanghai  is  a  deluxe  boutique 
hotel  situated  within  7  hectares 
of  historic  gardens  in  the  heart 
of  the  consular  district. 
The  unique  garden  style  hotel  in 
downtown  Shanghai  provides 
a  haven  for  guests  to  relax  and 


%  «S  %  ft 

RADISSON  PLAZA  XING  GUO  HOTEL 
SHANGHAI 


Radisson  Plaza  Xing  cuo  Hotel  Shanghai  ■  76  Xing  cuo  Road  •  Shanghai  200052  ■  China 

86  21  6212  9998  ■  www.radiss0n.com/sh3righaicn  plaza  •  toll  free  North  China-10800  6100  333,     STAY  YOUR  OWN  WAY  ' 

South  China-10800  2610  333  or  the  local  Radisson  toll  free  reservations  number  for  your  country 


SOUTH  BEACH  DESIGNER  PENTHOUSE 

$20,000/month 

This  exceptional  coveted  3/3, 1 ,746  sq.  ft.  unit  is  located  in  the  prestigious 
Setai,  a  private,  luxurious  forty-story  glass  building  with  tropical  gardens 
and  sparkling  pools  at  the  edge  of  the  Atlantic  Ocean. 


Featuring  designer  furniture  w/art  deco  influence,  original  vintage  prints,  travertine  floor, 
media  room/bedroom  w/plasma  TV  &  surround  sound,  breathtaking 
ocean  &  city  from  2  open  terraces,  European  kitchen  w/state-of-the-art 
appliances  and  luxurious  black  granite  baths  w/whirlpool  tub. 

Building  amenities  include  24  hr.  security,  5  star  hotel  service, 
spa  &  world  class  fitness  center,  valet  parking  and  much  more... 

One  to  two  year  leases  available. 
For  more  information  please  contact  Boy  Carmenate 
at  305. 582. 7179/  eloy@ivrrealty.  com  /  www.  ivrrealty.  com 
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ally  cause  muscle  contraction,  tighten) 
the  appearance  of  the  stomach. 

There  are  pronounced  upsides  I 
nonsurgical  face-lift,  chief  among  tn 
the  expense:  Even  though  Matthews  lj 
ommends  ten  sessions  for  what  she  claj 
are  years-long  effects,  the  bill  for  thl 
(wherever  you  have  the  service)  will  ui 
ally  come  in  under  $5,000 — about  hall 
much  as  a  typical  surgical  face-lift.  The 
no  anesthesia  involved  in  the  prod 
although  the  more  needle-phobic  mil 
wish  otherwise.  And  there's  no  intej 
bruising,  so  there's  no  recovery  time. 

If  you  don't  have  a  few  weeks  to  sp« 
at  Red  Mountain,  you  can  experiei 
variations  on  the  treatment  without  boa 
ing  a  plane.  For  instance,  Exhale  spa 
New  York,  Boston  and  Chicago  offer 
Acu-Lift,  which  consists  of  the  spa's  s> 
nature  facial  followed  by  a  consultat: 
with  an  acupuncturist,  who  sizes  up  y« 
needs,  wants  and  general  health  and  tr 
goes  to  work.  In  my  case,  acupunctui 
Nina  Hernandez  inserted  about  35  s 
con-tipped  needles  in  my  face — at 
crow's-feet  lines,  the  laugh  lines  and  esj 
daily  the  lateral  forehead  lines.  The  n< 
dies  felt  like  tiny,  momentary  pinpric 
with  one  exception — in  a  laugh  line  jus! 
the  side  of  my  nose.  I  could  feel  the  pu 
point  there  after  the  needle's  insertio 
and  sure  enough,  there  was  a  visible,  if  t 
nuscule,  speck  of  blood  in  that  spot  laD 
(Because  of  the  face's  vascularity,  slifl 
bleeding  or  bruising  is  not  unheard  c 
Like  Red  Mountain,  Exhale  claims  cliei 
will  see  some  instant  results,  but  that  a 
ries  of  ten  treatments  is  not  the  expn 
lane  to  the  Fountain  of  Youth. 

Did  I  look  younger  after  one?  My  sli 
felt  smooth  and  the  circles  under  my  ej 
disappeared,  if  only  for  a  few  days,  bul 
was  hard  to  know  if  the  needles  or  the  1 
cial  itself  was  responsible.  I  liked  wha1 
saw,  knowing  that  my  skin  hadn't  be 
cut,  or  removed,  or  stretched.  Some  mig 
even  call  it  aging  gracefully- — and  intacl 


RED  MOUNTAIN  SPA:  one  treatment,  $1  '* 
package  of five  treatments,  $700.  (80 
407-3002,  www.redmountainspa.com. 
EXHALE:  one  treatment,  $295;  save 
percent  by  prepaying  for  ten  treatmen 
www.  exhalespa.  com. 


HOW  THE  OTHER  HALF  ENJOYS  ITS  YOUTH 

A  400-acre  Caribbean  playground  for  the  family  with 
two  miles  of  white  sand  beach,  51  swimming  pools, 
exclusive  dolphin  lagoon,  water  sports,  horseback  riding 
and  more.  Plus  plenty  of  attractions  for  the  kids,  too. 


1-877-HALFMOON  •  www.halfmoon.com 


YACHT  BUILDERS,  CHARTER  BROKERS  AND  MARINA  DEVELOPMENTS  WORLDWIDE 


Photo  courtesy  of  Azimut 
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JUST      BOUGHT     ONE      OF     THOSE  NICE, 
CONVENTIONAL      OPEN      YACHTS      YOU      LIKED      SO  MUCH? 

SHAME. 


WWW.AZIMUTOPEN.COM 
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YACHTS 


ITH  EAST  -  ALLIED  RICHARD  BERTRAM:  9  54-462-5527;  GREAT  LAKES  -  SKIPPER  BUD'S:  8 47- 8 7- 2 3 2 OO ; 
ORTH  EAST  -  SURFSIDE  3  MARINA:  63  1-424-27  10;  WEST  COAST  -  WAYPOIKT  YACHTS:  619-295-1556 
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Guests  gath  CT  to  experience  a  festive  evening  in  an  Italian 

seaside  setting.  Evoking  a  Hollywood  film  debut,  the  crowd  mingles 
along  the  waterside  and  marvels  at  a  magnificent  new  vessel  stretched 
out  along  the  dock  like  a  star  posing  on  the  red  carpet.  As  the  gleam- 
ing hull  is  struck  with  a  bottle  of  the  finest  champagne,  white  confetti 
drifts  through  the  air  and  a  live  orchestra  plays  two  national  anthems 
—  one  from  Italy,  the  builder's  country,  and  the  other  from  Australia, 
the  owner's  homeland. 


ibove:  Benetti's  Galaxy 


NDEED,THE  LAUNCH  OF  BENETTI'S  NEW  56-METER  (184-FOOT)  GALAXY  NOT 
only  signaled  the  start  of  a  new  era  for  this  company  as  the  first  launch  from  its  Livorno 
facility,  but  also  underscored  a  worldwide  trend  in  luxurious  yacht-building  and  equally 
luxurious  portside  travel  destinations.  From  Asia  to  the  Bahamas,  waterfronts  are  being 
transformed  into  fabulous  ports  of  call  and  buyers  are  clamoring  for  dock  space,  luxury 
seaside  condominiums  and  private  villas  in  a  marriage  of  yachting  and  fine  leisure  living. 

Chub  Cay,  an  island  located  in  the  Berry  Island  chain  of  the  Bahamas,  has  hosted 
some  of  the  world's  most  legendary  fishermen  and  celebrities,  and  recently  celebrated 
the  groundbreaking  of  a  three-phase  S  2  50  million  development  and  expanded  200-slip 
marina  scheduled  to  open  in  early  2006.  As  more  than  100  guests  and  government 
officials  met  on  the  island,  the  Honorable  Allyson  Maynard-Gibson,  minister  of  financial 
services  and  investment  for  the  Bahamas,  recognized  the  "new  generation  of  families 
who  will  carry  on  the  legacy  of  gracious  living  and  the  love  of  the  sea  that  has  made 
Chub  Cay  famous." 

Meanwhile,  on  the  opposite  side  of  the  world,  officials  in  Singapore  toasted  a  unique 
waterfront  residential  development  —  Sentosa  Cove  —  soon  to  shine  with  2,600 
homes  and  an  adjoining  marina  with  berths  for  megayachts  and  a  beautiful  marina  village 

expected  to  be  completed  by  2008. 


YOU  CAN  GO  NO  FURTHER 


ITALIAN  EXCELLENCE  SINCE  1873 


www.be  nettiyach  ts.  it" 


For  Tradition  and  Classic  in  USA  please  contact 

ALLIED  RICHARD  BERTRAM 


801  Sea  Breeze- Blvd.  -  Fort  Lauderdale,  FL -  333 1 6 
+T . ,  954.467.8405  -  fax  +  I  954.763.2675  e-mail:  platinum@alliedrichardbertram.com  website:  www.alliedrichardbertram.com 
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Set  SClil  With  US  as  we  take  you  across  the  seas  through  a  tapestry  of  fine 
yachts  for  charter  or  sale,  combined  with  a  tour  of  exclusive  residential  lifestyle 
villages,  fishing  resorts  and  fabulous  new  marinas  situated  along  the  blue-green 
waters  and  sandy  white  beaches  of  the  world's  most  sought-after  settings. 


The  Azimut-Benetti  Group 


Dott.  Paolo  Vitetti 
I  '/'/(7  F.xi  entire  Officer  and  President 
Aziinut-Beiutti  S.p.A. 


"We  are  the  leading  builders 
of  motor  yachts  in  Europe 
and  the  world's  leading 
builder  of  mega-yachts" 


The  facts  arc  undeniable:  The  world's  megavacht  market  is  boom- 
ing, and  The  Azimut-Benetti  Group  owns  a  massive  portion  of 
that  growth.  Fourth  quarter  2005  order  book  figures  show 
Benetti  leading  the  industry  with  37  composite,  aluminum  and 
steel  yachts  under  construction  and  an  impressive  yearly  growth 
rate  of  30%.  With  more  than  2,000  employees  worldwide,  Azimut 's  2004/2005 
season  (closing  Aug.  31,  2005)  achieved  more  than  €560  million  worth  of  new 
builds,  resulting  in  an  average  growth  in  the  last  seven  years  of  more  than  26%. 

With  technological  advances,  new  plants  and  marinas  in  Varazze  on  the 
Ligurian  coast,  Viareggio  and  Livorno  on  the  Tuscan  coast  and  Moscow,  company 
facilities  have  grown  by  €305  million  in  eight  years.  Chief  Executive  Officer  and 
President  Paolo  Vitelli  says  the  numbers  are  easy  to  explain. 

"Our  products  are  the  very  symbol  of  innovation  with  regard  for  tradition," 
says  Vitelli.  "The  Azimut-Benetti  Group  has  achieved  important  goals:  We  are 
the  leading  builder  of  motor  yachts  in  Europe  and  the  world's  leading  builder 
of  megayachts.  Furthermore,  we  have  grown,  invested  and  increased  our  work- 
force over  the  last  10  years  more  than  any  other  builder  in  the  nautical  field. 

"Today's  challenge  is  to  maintain  what  we  have  achieved,"  he  continues.  "In 
order  to  consolidate  and  further  our  growth,  we  intend  to  increase  services, 
technological  orientation  and  customer  care  while  being  open-minded  toward 
innovation  and  ready  to  change." 

Vitelli's  statements  are  supported  by  the  company's  success  among  the 
world's  most  exclusive  clientele.  Both  companies  consistently  attract  new 
buyers  while  satisfying  past  owners  with  new  and  larger  vachts.  Between  Azimut 
and  Benetti,  there  is  a  build  for  every  taste,  a  design  for  every  desire  and  a  Hair 
for  outstanding  craftsmanship.  Both  Azimut  and  Benetti  have  created  special 
classes  of  yachts,  each  boasting  innovative  design  and  technology. 


te  yacht  charter  is  easier  to  arrange 
an  you  might  imagine. 


tart  by  using  your  American  Express  Card- 
Luxury  sail  and  power  yachts  of  all  descriptions  are  available  for  charter  in  some  of  the  world's  most 
rable  destinations.  The  vacation  experience  is  extraordinary  to  be  certain.  Finding  the  perfect  vessel 
fmpler  than  you  might  imagine. 

As  you  would  expect,  fine  yacht  charter  companies  welcome  American  Express  Cards.  That  means 
\n  you  book  a  charter,  you  can  also  earn  rewards  on  your  eligible  American  Express  Card  when 
plied  in  a  rewards  program  -  causing  your  rewards  to  sail  north  in  record  time. 

Whether  you're  chartering  an  intimate  sailing  yacht,  an  ocean  going  power  vessel,  or  anything  in 
!/veen,  do  it  using  your  American  Express  Card  and  make  every  voyage  even  more  rewarding. 
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The  Sacks  Group 

www.sacksyachts.com 


Nigel 
Burgess 

THE  LARGE  YACHT  SPECIALISTS 


FRASER  YACHTS 


W  O  R  I.  D  W  I    D  I". 


AMERICAN 
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Top:  Experience  the  serenity  of  Azimut's  86S 
Above:  Azimut 's  magnificent  AOS'  was  launched  this  year 


BIGGER  AND  BETTER 

To  meet  the  demand  for  bigger  and  more  luxuri 
yachts,  The  Azimut- Benetti  Group  (which  inch 
Azimut,  Benetti  and  Atlantis  Yachts)  lias  develo 
two  strong  brands  of  high  luxury  motor  yachts 
speedboats  that  have  received  worldwide  acclaim 
Azimut  boats  up  to  20  meters  in  length  are  sold  as  motor  crui 
and  characterized  as  motor  vachts  in  the  50-foot-and-over  models, 
range  offers  14  dazzling  llybridge  models  and  four  stunning  optj 
that  exude  speed  and  luxury  in  its  open  lines.  In  2004,  Azimut  launcl 
the  86S,  and  this  season  the  43S  and  62S  will  share  the  spodigh 
Azimut  introduces  them  in  various  boat  shows  around  the  vvorl 
Azimut's  Gobbi,  Italy,  boatyard  produces  sport  cruisers  rang 
from  30  feet  to  42  feet,  and  its  Atlantis  product  lint-  is  availa 
in  luxurious  sizes  from  37  feet  to  55  feet.  The  new  Azimut  () 
lines  combine  sport  and  elegance  in  vessels  that  can  be  "open 
"closed,"  creating  an  outside  atmosphere  inside,  even  with  the 
closed.  The  burgundy  hull  distinguishes  them,  as  well  as  the 
square  windows  illuminating  the  master's  cabin. 

Azimut  yachts  and  boats  display  a  defined  look,  characteri: 
by  strong  aerodynamic  profiles,  ample  windows  and  sexv  inta 
ors.The  name  alone  demands  respect  from  tin  world's  yacht) 
enthusiasts,  who  have  discovered  opulence,  speed  and  functii 
alitv  in  Azimut-built  vessels. 

Azimut's  creativity  in  its  100  Jumbo,  for  example,  has  resul 
in  sales  of  35  units  over  10  years.  Adding  technology  that 
exclusive  to  the  company,  its  latest  launch      the  105  —  yvilll 
officially  introduced  at  the  upcoming  European  boat  shows 
at  the  Miami  Boat  Show  in  2006. 

For  more  information  about  Azimut  Yachts  visit 
www.azimutyachts.net 


Benetti,  a  Worldwide  Favorite  for  Luxury 


The  style  of  a  Benetti  yacht  is  distinct  and  steeped  in 
rich  tradition.  Founded  in  1873,  the  company 
became  the  world  leader  in  the  superyacht  market 
alter  more  than  100  years'  experience  and  is  groyving 
faster  than  any  other  yacht  builder. 
Benetti  has  shipyards  in  Viareggio,  Livorno  and  Fano,  Italy,  and 
recently  made  worldwide  headlines  bv  announcing  its  alliance 
with  Iincanticri,  an  Italian  builder  that  produces  cruise  ships, 
merchant  ships  and  naval  vessels  in  eight  shipyards. That  alliance  is 
in  dire<  \  response  to  the  demand  for  yachts  greater  than  70  meters 
10  f<  :t)  according  to  Vitelli. 

"With  tc.s  shipyards  dominating  this  market,  the  two  companies 
will  combine  talents  to  strengthen  the  market  in  all  areas,  including 


The  Benetti  shipyard  in  Viareggio 


Photo  courtesy  of  E 


S UNIQUELY 

visitsingapore.com 


?e  off  /;la*ci-;tyLe  at  fe*to;a 


emier  golf  club  with  two  stunning  18-hole  championship  courses,  set  amidst  lush  tropical  forests  and  wetlands  with  alluring 
views,  Sentosa  Golf  Club  is  home  to  the  prestigious  Singapore  Open  and  some  of  the  finest  greens  and  off-course  facilities 
e  region.  Not  surprisingly,  Singapore's  only  island  resort  courses  have  earned  the  respect  of  professionals  and  amateurs 
i.  So  if  you're  looking  for  unique  golfing  challenges,  discover  more  on  Sentosa. 

more  information  visit  www.sentosa.com.sg 


^M^a^^pRaJiResJi  ^^gj 


Offering  Perfection  to  Its  Owner  and  Guests 
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design,  engineering,  marketing,  after-sales  service  and  project  management,"  Vi 
says.  "Fincantieri  and  Benetti  is  the  only  player  that  can  grant  the  ultimate  perlorma)  f| 
in  all  the  key  success  factors."  ' 

Benetti  Yachts  are  track-marked  and  known  the  world  over  for  lavish  accomr 
dations  and  defined  by  sleek  lines  and  inventive  use  of  space  throughout  the  ves 
The  composite  line  (using  composite  materials)  includes  Legend,  Tradition,  Classic 
Vision.  Steel-built  yachts  are  the  norm  for  custom-built  yachts  over  50  meters. 


Galaxy 's  exterior  and  interior 
layout  styling  reflects  the  tradition  of 
Stefano  Natucci,  with  input 
from  the  Australian  owner's 
private  interior  decorator. 


Debuting  its  new  Livorno,  Italy,  facility,  Benetti  recently  launc 
Galaxy,  with  an  owner-driven  design  that  also  satisfies  and  attracts  rj 
charter  clients.  Always  in  search  of  creative  ways  to  entertain  fan 
and  friends,  Galaxy's  owner  has  been  credited  with  an  exceptic 
yacht  filled  with  unique  features. 
Boasting  Lloyd's  and  MCA-classified  standards,  Galaxy's  exterior  and  interior  lavi 
styling  reflects  the  tradition  of  Stefano  Natucci.  With  input  from  the  Australian  own| 
private  interior  decorator,  who  also  designed  and  decorated  his  homes  in  Melbou 
and  Los  Angeles,  Galaxy  is  characterized  as  a  familv  cruiser,  with  entertainment  opti 
and  a  layout  that  will  please  guests  of  all  ages. 

Accommodating  14  guests  in  six  cabins,  the  owner's  suite  is  situated  on  the  ml 
deck,  with  twin  double  cabins  and  a  pair  of  twin  cabins  with  a  Pullman  bed  (on 
lower  deck),  and  aVIP  cabin  (on  the  upper  deck).  Galaxy  accommodates  14  to  16  cij 
members  in  eight  crew  cabins. 

Benetti  yachts  "think  ahead,"  and  Galaxy,  in  particular,  reflects  an  owner's  desires,  e 
in  the  early  planning  stages.  Access  to  the  owner's  quarters  through  the  main  lobby  is  j 
one  example  of  Benetti's  ingenuity  in  design.  Guests  will  marvel  as  they  view  the  rou} 
glass-paneled  elevator  from  the  lower  deck  right  up  to  the  sun  deck,  complete  with  a  wD 
lacquered  wood  gym  located  in  the  center  of  the  deck  and  surrounded  bv  glass  windovl 
Benetti  owners  are  fans  of  the  company's  full-beam  owner's  suite,  and  Galaxy: 
exceptional.  Earth  tones  complement  the  clear  maple  burl  accents,  and  the  room  off 
the  ultimate  privacy  with  its  forward  location.  A  42-inch  plasma  screen  television  rj 
from  a  panel  to  starboard  to  face  a  king-size  bed  and  a  separate  lounge,  located  forwai 
Stairs  leading  up  to  a  viewing  area  allow  for  a  haven  of  privacy  to  enjov  brilliant  view? 
the  sea  through  nine  w  indows.  A  separate  sitting  area  features  a  desk  to  starboard  a 
another  plasma  screen  to  port,  both  surrounded  bv  built-in  sofas. 

Guests  aboard  Galaxy  are  sure  to  appreciate  the  unique  sky  lounge,  where  they  c 
enjoy  drinks  or  hours  of  their  favorite  movie  or  sporting  event.  Panoramic  dining  roo 
are  one  of  Benetti's  signature  features,  and  Galaxy's  is  one  of  the  best  examples.  H 
elegant,  glass-paneled  room  has  European  plane  tree  and  Burma  teak  floors.  Two  of  \ 
four  central  glass  panels  open  electrically  and  allow  a  180-degree  view  of  the  sea. 

Galaxy  offers  excellent  options  for  water  sports,  including  easy-to-use  embark  a 
debarkation  methods.  With  a  hydraulic  side-boarding  ladder,  fully  automatic  and  se 
leveling,  teak  steps  and  stainless  steel  stanchions,  guests  are  able  to  come  and  go  on  t 
starboard  side  of  the  yacht  w  ith  direct  access  to  the  main  deck  lobby.  Additional 
the  garage  stores  a  NOVURANIA  660  (2  x  90  hp  Yamaha)  tender,  two  Yamaha  jet  sk 
a  sunfish  sailing  boat  and  a  host  of  water  toys. 

To  inquire  about  Benetti  Yachts,  contact  Mark  Cavendish,  Benetti,  Via  Coppino, 
104,  55049 Viareggio  (LU),  Italy.  Tel  +39  0584  3821  (Fax  +39  0584  396  232), 
info@benettivachts.it,  www.benettivachts.it 
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',  tub  Cay:  Bahamian  Paradise 


ayne  Goettsche  is 
tan,  fit  and  very  con- 
tent that  the  island 
he  once  inhabited 
with  few  other  resi- 
cs  is  being  transformed  into  a  Bahamian 
dise  that  will  retain  the  natural  beauty 
las  been  accustomed  to  for  the  past  33 
s.  Goettsche  was  originally  attracted 
his  paradise  as  one  of  the  many  sport 
brmen  drawn  to  the  area's  fertile 
ers.  Pursuing  snapper,  grouper,  Wahoo 
yellowfin  tuna  served  as  his  break  from 


Velopers  vow  to  keep  this 
intleman 's  island,"  a  place 
estined  to  retain  its  relaxed 
tf-back  charm." 

corporate  world  of  Houston,  Texas.  On 
nearby  flats,  he  could  catch  bonefish,  a 
^•t  cherished  among  the  world's  out- 
^rsmen  and  women. 

Chub  Cay,  according  to  Goettsche, 
ned  as  a  fishing  club  and  is  indeed  one 
:he  most  special  islands  on  earth.  The 
ce  where  he  and  his  family  have  enjoyed 
brilliance  of  sunlight  dancing  on  the 
is  the  very  place  that  has  kept  him 
king  so  fit.  Living  on  the  island,  he  says, 
ke  living  on  a  boat,  but  better. 
"When  I  was  in  Houston,  it  would  take 
hours  to  get  to  this  kind  of  fishing,"  he 
tinues.  "I  love  this  place.  My  daughters 
fe  raised  here  and  have  friends  from  all 
unci  the  world.  At  one  time,  they  ran  all 
:he  fishing  tournaments  here.  Now  we 


have  a  team  that's  going  to  make  this  island 
even  better." 

Soon,  this  special  island  within  the  Berry 
Island  chain  will  cater  to  other  fortunate 


Web  Directory 


American  Express  www,  m  vl  if  em  vcard  .com 
Azimut  Yachts  www.azimutvachts.net 
Benetti  Yachts  www.benettivachts.it 
Chub  Cay  www.chubcav.com 
Sentosa  Cove  www.sentosacove.con 


OUR  SKETCHES  ARE  COMING  TO  LIFE 


The  redevelopment  of  Chub  Cay  is  well  underway... an  expanded  marina  with 
state-of-the-art  concrete  floating  docks,  a  new  18,000  square  foot  clubhouse  and 
the  first  of  57  luxury  villas  will  be  ready  for  our  re-opening  in  Spring,  2006. 

We  are  now  pleased  to  introduce  Conch  Point,  the  second  phase  in  Chub  Cay's 
private  island  enclave,  featuring  19  one-half,  and  full-acre  waterfront  home 
sites,  all  with  spectacular  views  and  most  with  private  docks.  Each  site  will 
accommodate  a  spacious  home,  with  ample  space  for  a  separate  guest  house. 

Only  132  of  our  870  acres  will  be  developed.  The  balance  of  the  islan 
ind  surrounding  waters  will  remain  preserved  forever.  The  fishing  a 
cruising  here  are  spectacular.  The  opportunity  to  become  a  member 


CONCH  POINT 

at  Chub  Cay 

Berry  Islands,  Bahamas 


WHERE  FISHING  LEGENDS  AND  FAMILY  LEGACIES  ARE  BORN 


For  membership  information  and  real  estate  inquiries: 
(954)  653-0830/1  (877)  234-  CHUB  /  www.chubcay.com 
See  us  at  the  Fort  Lauderdale  Boat  Show  in  the  Superyacht  Builders'  Tent, 
Booth  701  and  view  a  scale  model  replica  of  Chub  Cay 
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yachtsmen  and  women  who  will  join  him  in  catching  the 
evening's  entree.  Located  within  a  half-mile  of  the  Tongue 
of  the  Ocean,  Chub  Cay's  beaches  will  be  dotted  with  the 
pinks,  blues  and  yellows  of  cottages  and  fine  homes  and 
offer  a  200-slip  marina,  clubhouse  and  impeccable  service. 

With  a  team  of  developers  who  vow  to  keep  this 
"gentleman's  island"  a  place  "destined  to  retain  its 
relaxed,  laid-back  charm,"  Chub  Cay  also  offers  a 
5,000-foot  runway  where  "landing  is  never  a  problem," 
Goettsche  says.  As  a  port  of  entry,  Chub  Cay  offers 
guests  and  visitors  the  ease  of  clearing  customs  within 
moments  of  landing. 

Goettsche  looks  forward  to  sharing  the  secrets  of 
Chub  Cay  with  new  families  and  creating  new  memo- 
ries. In  spring  2006,  the  marina  will  begin  operation, 
and  slips  are  selling  quickly.  With  57  villas  (including 
two-bedroom  bungalows  and  five-bedroom  estate 
homes),  a  new  generation  will  soon  relish  the  grandeur 
and  traditions  of  fishermen  gone  by. 


For  more  information  about  Chub  Cay  and  real 
estate  inquiries,  call  954-653-0830;  toll  free: 
877-234-CHUB;  or  visit  www. chubcav.com 


Charter  the  Yacht  of  Your  Dreams  Conveniently 


hether  it's  the  glamour  of  a  world- 
renowned  celebrity  playground, 
secret  destinations  known  onlv 
to  astute  captains  or  the  splendor 
of  a  moonlit  night  out  on  the 
open  sea,  cruising  the  Caribbean  in  summer  is  a  luxury 
travel  experience  that  is  both  popular  and  unsurpassed. 

Spend  your  days  strolling  the  beaches  of  Barbuda. 
Celebrate  the  holidays  in  St.  Bart's  or  explore  the  seren- 
ity of  The  Exumas.  Enjoy  a  few  evenings  in  Paradise 
Island's  Adantis  casino  or  sail  the  clear  blue  waters  nearbv 
and  experience  an  afternoon  scooping  up  live  lobster  that 
you  may  dine  on  by  evening. 

"We  are  providing  our  mutual  customers  with 
added  benefits,  including  convenience  and  ease." 

Conveniendy,  the  charter  yacht  client  may  experience 
these  luxuries  with  the  American  Express  Card.  "Yacht 
charter  has  become  increasingly  popular,  and 
Cardmembers  have  told  us  they  want  the  convenience  of 
being  able  to  put  all  their  yacht  charter  fees  on  the  American 
Express  Card,"  says  Kyle  Curtin,  vice  president  of  Travel 
and  Entertainment  Industry  Development. 

"Given  our  unique  Cardmember  base,  American 
Express  is  specifically  qualified  to  meet  the  needs  of  the 
yacht  charter  industry,  and  our  partners  recognize  this," 
adds  Curtin.  "Bv  partnering  with  various  kev  plavers  in 


the  vacht  charter  industry,  we  are  providing  our  mutt 
customers  with  added  benefits,  including  convenien 
and  ease.  We  are  committed  to  enabling  Cardmembe 
with  the  ability  to  use  the  Card  wherever  they  want 
spend,  and  the  luxury  travel  space  is  definitely  one  of  tho 
areas.  Whether  chartering  a  vacht,  flving  on  a  private  jet  i 
staying  in  a  private  residence  club,  American  Expre) 
Cardmembers  want  the  convenience  and  benefits  of  us 
their  American  Express  Card." 

www.mvlifemvcard.com 
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s  Sentosa  Dream  Is  Unveiled 


ML  nticipation  for  one  of  the  world's  largest  and  most 
I       comprehensive  marina  developments  is  luring  the 

in  ift  world's  travelers  to  Sentosa  Cove,  Singapore's  only 
^  residential  project  diat  has  an  adjoining  marina 
.^ktawith  berths  for  megayachts.  This  exclusive 
opment  includes  an  intimate  marina  village  with  ameni- 
bungalows,  terrace  houses  and  condominium  apartments, 
ocated  just  minutes  from  the  heart  of  the  city  with  inter- 
mal  air  links,  Asia's  ultimate  lifestyle  address  will  offer 
btegrated,  oceanfront,  tropical  resort  spread  over  117 
ares.  Originally  conceived  to  emulate  the  romance  and 
c  of  renowned  waterfront  resorts  in  the  French  Riviera, 

bean  and  the  Mediterranean,  Sentosa  Cove  has  alreadv 
loped  the  unique  personality  and  captured  the  interna- 
il  media's  attention.  Conceived  by  Bernard  Spoerry  from 
ce  (who  designed  Port  Grimaud),  the  Sentosa  Cove  mas- 
plan  was  later  carried  further  by  McKerrell  Lynch 
litects  (Australia)  and  Klages,  Carter  Vail  (U.S.). 
entosa  Cove's  residents  will  moor  their  boats  in  their 
yard,  play  twin  18-hole  golf  courses  and  enjoy  full  resort 
ities  within  the  neighborhood.  Perched  at  the  gateway  of 
ttiau  Archipelago  and  the  South  China  Sea,  the  marina  is 
:eived  to  be  Asia's  finest  yachting  hub  and  promises  to 
ime  one  of  the  world's  premier  lifestyle  attractions. 

TRULY 

TERNATIONAL 
ESORT  COMMUNITY 

prestigious  marina  club,  ONE  degree  1 5,  is  also  the  first 
ina  in  Singapore  designed  to  house  megayachts  in  shel- 
d  waters.  And  whichever  corner  of  the  globe  yachters  hail 
i,  the  marina  will  offer  an  intimate  welcome  and  the  lat- 
in cosmopolitan  conveniences.  Guests  and  residents  will 
enjoy  comprehensive  club  facilities  such  as  an  Infinity 
nming  pool,  tennis  courts,  gym  and  Jacuzzi.  Looking 
'id,  Sentosa  Cove  will  host  some  of  the  most  glamorous 
iting  events,  including  Boat  Asia  in  2006  and  the  round- 
1  world  Clipper  05-06  yacht  race  in  January  2006. 
Since  September  2004,  when  Sentosa  Cove  land  sites  were 
fle  available  to  overseas  buyers,  this  unique  development 
ibeen  positioned  as  an  international  resort  community  and 
bins  the  only  property  in  Singapore  that  allows  interna- 
lal  ownership  of  residential  land.  Foreign  buyers  can  now 
chase  either  completed  houses  or  plots  of  land  to  build 
ir  customized  dream  homes.  Two  conditions  are  that  the 
perty  will  be  owner  occupied  and  that  owners  do  not  have 
re  than  one  restricted  property  in  Singapore.  Owners  of 


Sentosa  Cove  landed  property  can  also  resell  their  property 
to  foreigners  who  meet  the  same  criteria.  Foreign  purchasers 
only  need  to  submit  an  abridged  application  form  to  the  Land 
Dealings  (Approval)  LInit  of  the  Singapore  Land  Authority  to 
receive  fast-tracked  approval. 

"This  is  a  development  that  appeals  to  both  discerning 
locals  and  the  international  community,"  says  Margaret  Goh, 


general  manager  of  Sentosa  Cove.  "Sentosa  Cove  will  offer  a 
unique  lifestyle  as  the  first  and  only  integrated  marina  resi- 
dential community  in  Singapore." 

One  attraction  for  interested  foreign  developers  is  their 
exemption  from  applying  for  a  Qualifying  Certificate  (QC), 
previously  required  under  Singapore's  Residential  Property 
Act.  The  QC  stipulates  certain  conditions  such  as  time 
frames  for  the  completion  of  construction  and  for  all  units 
to  be  sold  by  the  foreign  developer.  The  previously  required 
security  bond  that  ensured  compliance  with  QC  conditions 
has  also  been  waived. 

Singapore's  location  at  the  heart  of  Southeast  Asia  is 
enhanced  by  its  world-class  infrastructure  in  air,  sea  and 
telecommunications,  comprehensive  transportation,  a  stable 
financial  reputation,  a  strong  government  and  an  environment 
in  which  varied  businesses  and  industries  thrive.  This  is  cou- 
pled with  a  highly  skilled  labor  force  and  excellent  health 
care  and  educational  facilities. 

Political  stability,  an  efficient  government  and  low  crime 
rates  make  Singapore  an  attrac  tive  option  for  living  and  doing 
business  —  so  much  so  that  international  human  resource 
company  Mercer  recently  ranked  Singapore  as  the  most 
attractive  Asian  city  for  expatriates  to  live  and  work  in.  • 

Visit  www.sentosacove.com.sg  or  call  Sentosa  Cove's 
information  center  at  (65)  6270  0200  or  (65)  6279  3201 
for  further  assistance. 


After  36  years  of  scorn  and  isolation,  Libya — slowly — looks  westward. 

By  Todd  Pitock 


ENTERING  THE  SAHARA  FROM  LIBYA'S  NORTH  COAST, 
you  encounter  a  vastness  of  rock  and  hard-packed  sand  so  flat 
and  immense  that  the  Earth  seems  to  curve  under  your  gaze. 
It  is  likely  an  optical  illusion,  the  mind  providing  an  explanation 
in  the  face  of  such  an  expanse,  the  way  it  interprets  the  glassy 
reflections  in  the  near  distance  as  water.  On  very  hot  days, 
locals  say,  the  sun  bleaches  the  sky  and  the  sand,  whitening  out 
all  points  of  reference.  For  some  people  it  can  be  quite  literally 
mind-blowing,  inducing  Sahara  syndrome,  a  temporary  anxiety 
disorder  that  has  pushed  some  of  its  victims  to  the  fringe  of 
insanity.  •  For  our  party  of  six  visitors,  the  awe  the  desert  in- 
spires is  not  so  threatening.  Between  two  rugged  French  guides, 
a  team  of  Tuaregs — the  indigenous  Muslim  nomad  drivers  who 
are  experts  at  navigating  the  terrain — and  the  accoutrements  of 
modern  wayfaring,  namely  handheld  GPS  devices  and  satellite 
phones,  we're  well-guarded  from  disaster.  Then  again,  glimps- 
ing eternity  in  the  desert  is  not  just  a  physical  risk;  it's  also 
a  cosmic  one  that's  apt  to  touch  your  nerves,  if  not  your  soul. 


I 


At  the  sight  of  our  first  chain  of  dunes  erupting  from  the 
desert  floor  (an  erg,  in  desert  parlance),  the  Tuaregs  halt  our 
caravan  of  SUVs  and  get  out  to  pray.  Their  heads  and  faces  are 
wrapped  in  colored  scarves;  the  traditional  indigo  dye  on  these 
sheshes,  as  the  scarves  are  called,  colored  their  faces,  so  they 
became  known  as  the  blue  men  of  the  desert.  (Volkswagen 
borrowed — you  might  say  carjacked — their  name  to  brand  their 
Touareg  SUV  model.) 

We  pile  back  into  the  vehicles  and  continue  into  the  thick, 
soft  sand  at  the  base  of  the  dunes.  Everyone  is  swept  up  in  the 
excitement.  The  Tuaregs  yelp  and  ululate,  and  after  we  get  out, 
they  spin  the  wheels  and  make  figure  eights  in  the  sand. 

My  fellow  travelers  and  I  start  climbing.  Two  main  dunes  the 
color  of  ground  cinnamon  tower  over  tributaries  of  sand.  From 
a  bird's-eye  view,  they  must  look  like  dinosaurs  with  ridged 
backs  and  tails.  The  sky  is  pure  blue,  and  the  pale,  late 
afternoon  sunlight  beaming  down  on  one  side  of  every 
ridge  separates  light  from  darkness  and  casts  shadows 
that  pool  in  scooped-out  hollows.  A  light  breeze 
sweeps  granules  of  sand,  which  roll  in  minia- 
ture waves  like  liquid. 

I  settle  into  a  patch  of  shadow 
to  take  some  photos,  but  when  I 
remove  the  camera,  the  lens  hood 
pops  off  and  bodysurfs  on  the  sand 
and  into  the  grains  of  forever. 

"Well,  there  goes  six  bucks,  > 
shot  to  hell,"  I  say  to  my  mate 
Pearse  Umlaut.  It's  not  easy  climb- 
ing in  soft  sand,  and  even  if  it  won't 
kill  me  to  go  down  and  up  again,  I  can 
live  without  the  hood. 

"I'll  get  it,"  Pearse  says.  He  and  his  wife, 
Jill  Smith,  widely  traveled  northern  Californ- 
ians,  are  well  equipped.  They  have  gadgets 
and  gear  for  all  exigencies,  even  devices  to 
perform  emergency  surgery. 

"If  you  don't  make  it  back,"  I  say,  "can  I 
use  your  sat  phone?" 

We  laugh,  probably  harder  than  the  line  deserves;  it's  a 
release,  a  kind  of  valve  to  let  out  the  built-up  exuberance.  The 
literal  meaning  of  Sahara  is  "sand  sea,"  so  maybe  the  elation 
comes  from  walking  on  water. 

Or  maybe  we're  just  lucky  to  be  on  the  sunny  ridge  of  Sahara 
syndrome. 

Who  would  have  expected  such  good  feelings  in  a  nation 
whose  name  has  for  more  than  a  generation  been  a  synonym  for 
evil?  It  was,  after  all,  the  evil  that  was  part  of  the  reason  I'd  come. 
Since  Libyan  leader  Colonel  Muammar  al-Qaddafi  seized  power 
in  a  1969  coup,  declaring  a  new  form  of  government  that  would 
meld  socialism  and  Islam,  the  country  had  spent  more  than  a 
generation  beefing  up  its  creds  as  the  terror-supporting,  WMD- 
building,  human  rights-abusing  point  guard  in  the  global  dream 
team  of  evildoers.  Off-limits  to  Westerners  in  general,  Amer- 
icans  in  particular — and  Judenrein  since  1970,  ending  2,000  years 


of  Jewish  presence — Libya  had  recently,  at  least  officially,  be] 
to  ask  itself  whether  political  and  diplomatic  isolation,  econq 
stagnation  and  rotting  internal  infrastructure  were  necessa 
wise  growth  strategies  going  forward. 

After  the  country  agreed  to  pay  $2.7  billion  to  familie 
victims  of  the  1988  Pan  Am  Flight  103  plane  bombing  ol 
Lockerbie,  Scotland,  international  sanctions  were  lifted.  Lil 
then  ended  its  WMD  program,  announced  economic  reform: 
its  bastardized  socialist  system  and  opened  bids  to  multinatio 
companies  on  leases  to  its  oil  fields.  (It  has  Africa's  largest  pro' 
reserves,  surpassing  even  Nigeria.)  Most  importantly,  at  least  fr 
a  post-9/11  American  perspective,  Libya  offered  to  share  inte 
gence  on  Al  Qaeda  and  other  militant  Islamist  organization 
which,  as  it  happens,  are  Qaddafi's  adversaries  as  well.  Lit 
anathema  to  Islamists  for  being  insufficiently  religious,  first 
sued  an  Interpol  arrest  warrant  for  Osama  bin  Laden  in  19 
The  enemy  of  my  enemy  is  my  friend,  as  they  say.  ] 
Libya,  which  holds  out  hopes  for  Marshall  Plan-st 
aid,  hasn't  made  the  White  House  guest  list  just 
Even  as  he  courts  world  leaders  and  representat 
of  Congress,  Qaddafi  remains  a  crank  dictator  vi 
rules  the  population  of  5.6  million  with  a  clenched  f 
The  country,  its  land  mass  larger  than  Alaska,  has 
far  had  to  content  itself  with  trickles  of  tourii 
Tripoli  and  Benghazi  are  hip  new  ports  of  call 
the  Mediterranean  cruise  circuit,  and  univers 
alumni  groups  are  booking  tri 
to  the  ruins  in  Lep 
Magna  and  Sabratl 
which  scholars  co 


56 


records  of  Roman  antiquity  in  the  world  and  which,  for  the  tin] 
being  at  least,  are  far  less  tourist-infested  than  those  in  neigH 
boring  Tunisia. 

And  some,  like  our  merry  band,  are  coming  for  the  desert. 

A  number  of  U.S.  outfitters  have  jumped  into  Libya! 
tourism.  For  our  desert  journey,  we've  gone  with  Mountai| 
Travel  Sobek,  a  northern  California  company  that  specializes  ii 
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door  adventure  trips  and  partners  in  Libya  with  a  French 
tipany,  Hommes  et  Montagnes.  It  is  through  them  that  we 
and  up  with  our  guides,  Jean-Yves  Brizot,  a  soulful  veteran 
expedition  travel,  and  his  assistant,  Vincent  DuFour,  who 
spent  four  months  exploring  with  the  Tuaregs,  picking  up 
ases  in  Arabic  and  Tamasheq. 

Our  itinerary  takes  us  on  a  skim  of  the  ruins,  which  set 
)ya  in  context  as  a  major  player  of  antiquity,  starting  with  the 
benicians  and  coming  into  its  own  under  the  Romans,  when 
e  of  its  native  sons,  Septimius  Severus,  ruled  the  empire  and 
arged  his  hometown  of  Leptis  Magna  into  its  second  city, 
ins,  though,  are  not  just  historical  curiosities:  They  also  have 
itemporary  meaning,  and  when  the  Italians  colonized  the 
a  in  the  1900s,  they  set  to  restoring  Leptis  Magna  and 


Sabratha  to  legitimize  their  historic 
claims  to  the  land.  That  effort  lasted 
through  Mussolini's  regime,  which  gave 
way  to  British  occupation  until  inde- 
pendence in  1951.  A  monarchy  ruled  for 
almost  18  years  prior  to  a  coup  led  by  the 
then  27-year-old  Qaddafi.  Political  isola- 
tion has  made  Libya  seem  remote, 
though  it's  geographically  well- situated, 
a  proverbial  stone's  throw  from  Europe. 

Beyond  1,100  miles  of  mostly  unde- 
veloped Mediterranean  coastal  real  estate, 
Libya  is  also  a  gateway  to  the  Sahara, 
which  we  reach  after  a  couple  of  long 
days  of  driving,  stopping  in  Nalut,  a 
thousand-year-old  mountaintop  Berber 
settlement  near  the  Tunisian  border. 
Everywhere,  people  are  unfailingly  warm, 
and  all  the  more  so  when  they  hear  that 
we're  American.  Just  past  the  town's  man- 
datory billboard  featuring  the  Leader,  as 
Qaddafi  is  known,  an  old  man  sidles  up  to 
us  and  offers  two  fresh-baked  baguettes. 
They  have  an  intoxicating  smell,  but 
we're  on  our  way  to  dinner,  and  in  our 
jaded-traveler  ways,  we  try  to  tell  him 
we're  not  buying.  Then  we're  left  feeling 
ashamed  when  we  realize  he  isn't  selling 
but  offering  a  gift. 

In  Ghadames,  an  oasis  town,  we  tour 
the  old  settlement,  a  labyrinthine  white- 
washed enclosure  of  beam-and-thatch- 
covered  alleys  with  two-story  courtyard 
homes — austere,  efficient  and  most  of 
all,  cool.  No  one  has  lived  in  this  UN- 
ESCO World  Heritage  Site  since  1986, 
but  because  it's  built  over  an  oasis,  the 
settlement  is  still  well-tended,  with  court- 
yard gardens,  abundant  date  palms  and 
citron  orchards. 

From  here,  it's  into  the  desert  of  the 
Tassili  n'Ajjer.  We  spend  a  good  deal  of 
time  in  the  vehicles.  The  drivers  rumble 
down  rocky  slopes  that  bring  to  mind  the 
"Built  Ford  Tough"  commercials  and 
plow  through  sand  that's  like  deep  snow. 
Now  and  again  they  don't  get  up  enough 
speed  to  summit  the  crest  of  some  dune  and  have  to  circle  back 
and  try  again.  Herds  of  camels  appear  on  these  great  sand  savan- 
nahs to  feed  on  the  wickedly  sharp  needles  of  acacia  trees.  From 
soft  dunes  and  tiny  oases,  we  roll  onto  blackened,  dried-out  lake 
beds,  moonscapes  of  boulders,  cindered  ruins  of  nature  littered 
with  prehistoric  fossils,  petrified  rock  and  Paleolithic  tools  and 
weapons.  The  changes  in  terrain  happen  suddenly  or  seamlessly; 
either  way,  it's  amazing  how  many  varieties  on  a  theme  there  are. 


Opposite:  undis- 
turbed sand  dunes 
near  Ghat;  above: 
The  rock  formations 
of  Wan  Regaya  go 
on  for  miles. 
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Leptis  Magna,  once 
one  of  the  Roman 
empire's  great 
cities,  was  buried 
under  sand  for 
centuries  and  is 
now  considered  by 
many  to  be  the 
finest  Roman  ruin 
outside  of  Rome. 


Pyramids  of  dunes  appear  on  one  horizon, 
buttes  and  mesas  on  another. 

In  general,  the  language  barrier  restricts 
conversation  between  the  tourists  and  the 
Tuaregs.  The  word  inventory  consists  of 
"How  are  you?"  and  "Salaam  alaikum"  and 
after  that  we're  about  tapped  out.  Our  own 
curious  fashions  come  under  scrutiny,  in 
particular  the  facial  piercings  of  one  trav- 
eler. "They  want  to  know  why  you  did  it,"  someone  translates. 
It's  such  an  obvious  question  that  he's  stumped.  'Well,"  he  says 
finally,  "I  guess  you  could  say  they're  decorations." 

W e  spend  a  day  and  a  night  in  a  narrow  canyon,  scrub  and 
stunted,  gnarled  trees  filling  in  the  space  between  rock  walls.  We 
set  ourselves  up  under  a  rock  formation  and  have  a  long  group 
snooze  before  exploring  the  canyon's  galleries  of  pictographs, 
some  of  which  are  more  than  10,000  years  old.  Scenes  depict 
men  in  horse-pulled  chariots,  children  jumping  into  a  pool  of 


water,  a  man  and  woman,  possibly  bride  and  groom,  holdin 
hands.  Paintings  and  etchings  are  spread  throughout  the  regio 
Night  is  perhaps  the  most  fascinating  time  in  the  desefl 
We  pitch  our  tents  far  away  from  one  another,  but  I  follow  tn 
Tuaregs'  lead  and  sleep  outside.  (Although  they  have  adoptd 
many  modern  ways  and  have  mostly  settled  in  towns  in  Libyl 
Tuareg  tradition  holds  that  houses  are  living  tombs.)  I  can 
see  or  hear  the  others,  and  the  stillness  is  otherworldly  and  fu 
of  contradiction.  Lying  on  my  back,  I  have  a  sensation  ot  floal 
ing  in  space.  In  the  same  moment,  I  feel  as  if  I'm  the  master* 
the  universe  and  a  speck  of  dust.  The  cosmos  itself  is  deep  anj 
active,  a  stellar  chandelier  with  millions  ot  bright  and  flickei 
ing  lights.  I  can  see  a  terrifying  distance,  yet  they  seem  cloj 
enough  to  touch.  Star  showers,  streaks  of  comet  dust,  flei 
across  my  field  of  vision.  I  hardly  want  to  sleep.  Why  miss| 
moment?  I  snooze,  and  each  time  I  wake  up,  I  check  my  watfi 
to  make  sure  there's  still  plenty  of  time  left  before  daybreaS 
It  is  little  wonder  that  the  desert  has  been  fertile  ground  fa 
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religion.  It's  a  space  for  revelation, 
for  Big  Thoughts,  an  immense 
open-air  temple. 

IN  YEARS  OF  LIVING  IN 
and  visiting  the  Middle  East,  I'd 
managed  to  avoid  riding  a  camel 
even  once,  but  the  circumstances 
provide  me  a  T.E.  Lawrence  mo- 
ment, and  so  on  the  fourth  day  I 
mount  the  fatty  hump  and  jounce 
and  endure  it  for  an  hour,  wonder- 
ing how  this  animal  ever  became 
a  great  advantage  in  desert  warfare. 
But  I'm  no  warrior,  and  see  that  my 
earlier  instinct  was  the  right  one  and 
dismount,  completing  the  day's  wan- 
der on  foot. 

As  we  hike,  the  Tuaregs,  our 
desert  Sherpas,  break  camp  and  prep 
meals.  The  cook,  Sidy,  is  dexterous, 
considering  that  he's  not  exactly 
working  in  a  designer  kitchen.  He 
makes  savory  stews,  couscous  and 
pasta.  His  assistant,  Issa,  bakes  sand 
bread  by  kneading  dough,  clearing 
the  embers  of  the  campfire,  laying 
the  dough  directly  on  the  ground, 
then  covering  it  with  the  embers, 
creating  a  makeshift  oven.  The  heat 
somehow  burns  off  all  the  grit. 

Our  last  and  longest  hike  proves  a 
highlight,  a  seven-mile  jaunt  through 
Tassili  n'Maridet  to  Wan  Regaya, 
a  forest  of  soaring  rock  formations. 
They  take  on  shapes — eagles  and 


GETTING  THERE 

Available  through  spring 
2006,  a  two-week  trip 
to  Libya  with  Mountain 
Travel  Sobek  costs  $5,000 
per  person,  airfare  not 
included.  (800)  282-8747, 
www.mtsobek.com. 


and  this  spot  strikes  me  as  par- 
ticularly precious,  but  I  would 
have  to  wander  a  bit  more  to 
gather  the  words  to  describe 
how  its  sights  and  smells  and 
size  move  me.  It  is  a  picture  of 
the  world  before  people,  and  yet 
it  leaves  me  feeling  settled  in  the 
here  and  now. 

Jean-Yves  walks  a  step  or  two  ahead,  and  his  sandals  imprint 
a  message  in  the  sand:  Mephisto.  "Nice  shoes,"  I  say.  "I'm  in  the 
desert  on  the  heels  of  the  devil." 

On  our  last  two  days,  we  come  upon  something  unexpected 
and  oddly  thrilling:  a  paved  road.  And  then,  heading  east  along 
the  Wadi  al-Hayat  on  the  southern  fringe  of  the  Ubari  Sand  Sea, 
we  get  a  taste  of  a  sandstorm,  which  forces  a  change  to  our 
itinerary  and  abbreviates  our  visit  to  the  Ubari  Lakes,  oases  that 
actually  look  like  the  kind  you  see  in  movies,  with  palm-fringed 
ponds  large  enough  to  float  a  raft  on.  There,  men  from  Niger 
sell  silver  objects  spread  out  on  floor  cloths,  and  we  bargain  and 
buy,  and  then  we're  about  ready,  I  think,  to  return  to  civilization. 

Or  Tripoli,  anyway. 

I  had  a  couple  of  free  days  in  the  Libyan  capital.  In  recent 
decades,  the  population  has  exploded,  growing  from  400,000 
in  1970  to  an  estimated  two  million  in  2005,  and  much  of  the 
new  sprawl  is  bleak,  with  hurriedly  constructed  buildings  still 
sprouting  rods  of  rebar. 

The  downtown,  where  the  city's  recent  Italian  past  is  appar- 
ent, is  considerably  more  appealing.  Around  Green  Square,  the 
main  piazza,  and  all  along  wide  avenues  such  as  the  Sharia  1 
September  are  espresso  bars  and  cafes  where  men  in  vests 
and  sports  jackets  would  look  at  home  in  Rome.  Women  wear 
scarves  and  robes,  but  the  boutique  mannequins  model  fashion- 
able Western  garb,  which  suggests  the  outer  garments  are  purely 
for  public  consumption. 

In  the  medina,  the  walled  old  city,  craftsmen  carry  on  ancient 


ne  language  barrier  restricts  conversation 
between  the  tourists  and  the  Tuaregs.The  word 
entory  consists  of  "How  are  you?"and"5a/c7am 
alaikum" and  after  that  we're  about  tapped  out 


nos  and  fish;  two  heads  that  look  like  long  and  queen  chess 
ces  on  fields  of  sand  and  cindered  rock. 
Pay  attention  to  what  the  desert  does  to  your  psychology," 
s  Jean-Yves,  our  guide.  The  41-year-old  led  rugged  explor- 
ry  journeys  in  40-plus  countries  until  he  settled  in  Niger  in 
l?2  to  create  a  silver  guild  that  produces  the  Tuareg  collection 
Hermes,  the  luxury  goods  company.  He  loves  the  desert  both 
its  mysteries  and  its  austerity,  an  environment  conducive  to 
ection.  'What  do  you  think?" 

"I  have  to  think  about  it,"  I  say.  The  truth  is,  I  love  deserts  too, 


traditions.  An  elderly  weaver,  his  head  covered,  his  feet  bare, 
makes  fabrics  on  a  loom.  In  one  alley,  smiths  cacophonously  beat 
copper  pots.  In  shops,  spices  are  piled  into  miniature  dunes  and 
blend  with  the  aroma  trailing  after  young  men  bearing  trays 
of  Arabic  coffee  mixed  with  cardamom.  In  a  poor  section  inhab- 
ited by  sub-Saharan  Africans,  I  discover  a  crumbling,  long-aban- 
doned synagogue. 

People  are  as  friendly  here  as  everywhere,  and  they're  down- 
right enthusiastic  when  they  hear  that  I'm  an  American,  with 
greetings  and  introductions  and  offers  to  show  me  around.  One 
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Although  the  village 
of  Ghadames, 
a  UNESCO  World 
Heritage  Site,  is 
uninhabited,  it 
is  still  farmed,  with 
vegetable  gardens, 
citrus  orchards  and 
palm  groves,  and 
the  people  who  lived 
there  still  hold  title 
to  their  properties. 


fellow  invites  me  to  attend  a  concert  in 
the  evening  with  him;  another  gives  me  a 
music  cassette  of  a  popular  Libyan  singer. 
Such  friendliness  is  typical  in  souks  and 
bazaars.  Usually  it's  contrived,  part  of  the 
selling  ritual.  Here,  though,  no  one  tries 
to  sell  me  anything  at  all.  Like  prisoners  in 
solitary,  they  seem  happy  enough  just  for 
the  contact. 

I've  been  warned  that  people  won't 
talk  politics.  The  society  is  known  to  be 
:rawling  with  informers.  Yet,  when  I  ask  questions,  I  find 
tiling  talkers  who  in  quiet,  private  spaces  express 
vigorous  disgust  with  the  Leader  and  everyone  associated  with 
him.  They  wish  the  1986  U.S.  bombing,  which  targeted 
Qaddafi  personally  ^\nd  killed  a  four-year-old  girl  said  to  have 


been  his  adopted  daughter,  had  been  succej 
ful  in  removing  him. 

"America  has  to  come  and  do  for  us  wl 
she  do  for  Iraq,"  one  fellow  says.  He's  prolj 
bly  about  30,  but  serious  tooth  decay  mal 
him  look  older.  (I'll  refrain  from  describi 
him  further,  lest  he  lose  more  teeth,  or  worg 
"Thirty-six  years  of  this  is  enough." 

"I'm  not  sure  the  Iraqis  are  so  happy  at  I 
moment,"  I  say. 

"Were  they  happy  before?  America  c 
Iraq  a  very,  very  big  favor.  Why  not  she  do 
Libya?" 

"Aren't  you  afraid,  speaking  to  me  like  thi 
"I  don't  care,"  he  says.  "Let  them  come  a 
take  me!  This  is  no  life  here."  Yet,  wher 
stranger  approaches,  he  falls  silent.  After  sj 
leaves,  he  says,  "You  know,  the  truth  is,  I  i 
very  tense  talking  to  you."  He  repeats  that 
doesn't  care,  but  he  looks  suddenly  anxiousl 
His  viewpoint  does  not  seem  uncommq 
In  one  place,  a  half-dozen  men  crowd  aroul 
one  fellow  who  speaks  passable  English,  ai 
they  feed  him  lines  to  pass  along.  They  wa 
freedom.  They  want  democracy.  The  new 
announced  reforms  are  window-dressing,  ai 
Qaddafi  has  to  go.  They  speak  with  such  pa 
sion  that  I'm  concerned  they  got  the  impre 
sion  that  it's  all  my  call  whether  the  troops  w 
come;  meantime,  I  feel  as  if  I've  somehd 
fallen  into  a  group  dream  for  neoconservativd 
When  the  English-speaker  is  called  away  foj 
minute,  the  others  stand  looking  at  me  quiet 
except  for  one  elderly  fellow  who  knows  a  col 
pie  of  words.  "Bush  wonderful!"  he  says.  "Bui 
wonderful!"  Later,  when  I  take  out  my  earned 
they  all  duck  and  run  for  cover. 

On  my  last  morning,  I  beat  the  horde 
the  Jamahiriya  Museum,  housed  in  a  foil 
story  medieval  castle  on  Green  Square,  Tripoli's  main  piazz 
overlooking  the  Mediterranean.  The  Jamahiriya' s  collection  coi 
tains  the  country's  history;  some  scholars  insist  its  treasures  a! 
second  only  to  those  of  the  British  Museum  in  London.  Thera 
an  intact  fourth-century  Roman  mausoleum,  statues  and  stripa 
cipollino  columns  quarried  from  Leptis,  mosaics  with  geometr) 
motifs  and  preserved  rock  paintings.  There  are  exhibits  on  now 
extinct  animal  life  and  the  vernacular  architecture  of  the  Berber! 
The  top  floor  is  devoted  to  the  Leader  and  his  revolution,  but  ifl 
the  tragicomic  artifact  on  the  first  floor  that  you  can't  but  notici 
Amid  the  marvelous  sculpted  works  of  antiquity  is  a  pale-bid 
Volkswagen  Beetle,  Qaddafi's  ride  into  power  in  1969. 

What  overbrave  curator  would  have  been  foolish  enough 
say  "no  thanks"? 

Perhaps  someday  they'll  put  it  down  to  an  exceedingly  Ion 
bout  of  Sahara  syndrome.  • 


s ' 
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Sams^nite* 


To  me,  business  isn't  about  wearing 
uits  or  pleasing  stockholders. 
:'s  about  being  true  to  yourself, 
our  ideas  and  focusing  on  the  essentials 
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RAMBLES  WITH  MAGGIE 

OLIVER  BATH  visits  Luggala,Glin  Castle  and  St.Clerans,  ff 


h,  the  poobs  are  hortin'  something  terrible"  said  the  porter  at  the  Merrion  Hotel.  •  There 
was  a  diversionary  agenda  to  his  banter  about  the  calamitous  economic  impact  of  the  recent 
smoking  ban  on  the  pubs.  My  friend  Maggie  O'Moyne  and  I  had  been  waiting  for  the  rental 
ar  to  arrive.  This  being  Ireland,  it  was  now  going  on  two  hours  late.  But  this  being  Ireland, 
neither  of  us  could  muster  more  than  bemused  curiosity  over  the  delay.  By  this  point  back 
home,  we'd  have  been  in  a  cold,  litigious  rage.  Yet  despite  having  imbibed  near-toxic  levels 
of  caffeine  in  the  Merrion's  delightful,  cozy  lobby,  richly  hung  with  gleaming,  important 
paintings,  we  were  all  at  peace.  •  "Don't  you  adore  Ireland?"  Maggie  mused  rhetorically  for 
the  15th  time.  She  has  adored  Ireland  since  she  came  here  a  quarter-century  ago  following 
her  disgrace  with  the  Brazilian  ambassador  at  the  Knickerbocker  Gold  Cotillion.  Ireland 
being  Ireland,  it  took  her  in,  no  questions  asked,  and  here  for  two  years  in  her  ancestral  land 
she  thrived,  befriending  everyone — poets,  painters,  players,  pipers,  politicians.  Her  memoir 
of  that  sojourn,  Rambles  in  Ireland,  is  considered  a  classic.  •  In  the  fullness  of  time — the 
Good  Lord  be  thanked — the  car  arrived  and  we  could  begin  the  sentimental  journey,  visit- 


relands  stateliest  homes.  And  weren't  they  grand? 


jfchree  notable  haunts  of  Maggie's  youth:  Luggala,  Glin  Castle 
gSt.  Clerans.  The  first  is  home  to  Ireland's  last  dandy,  the  sec- 
H  to  the  29th  and  last  Knight  of  Glin;  the  third  was  once  the 
Hie  of  John  Huston,  the  director.  All  three  are  open  to  the 
Hie,  for  sums  ranging  from  impressive  to  manageable. 
Irhough  we  were  already  late,  we  had  to  stop  at  Joyce's  Martello 
Her  in  Sandycove,  where  the  opening  lines  of  Ulysses  are  set 
itely,  plump  Buck  Mulligan. . .").  Brave,  pink-skinned  swim- 
s  plunged  into  the  surging,  snot-green,  frigid  waves  of  the 
ty  Foot  Pool.  Emerging  from  the  tower  thinking  Joycean 
lghts,  we  were  drenched  by  the  day's  10th  or  11th  rainfall, 
as  an  otherwise  glorious  day  in  May.  We  drove  moistly  to 
by  Dalkey  and  warmed  ourselves  inside  and  out  at  Finnegan's 
pints  of  Guinness  and  baked  Dalkey  crab. 
)n  the  way  to  Roundwood  in  County  Wicklow,  Maggie  told 
nvoluted  story  about  one  of  her  Irish  friends,  someone  named 
erick. 

My  God,"  she  said  with  conviction  as  we  hove  into  Round- 
d  toward  late  afternoon,  "there  he  is.  Exactly  where  I  left  him 
years  ago." 

Roderick  was  standing  unsteadily  on  the  pavement  outside 
b,  having  a  cigarette.  The  recent  smoking  ban  has  driven 
the  country's  population  onto  the  sidewalks.  He  grinned  at 
jgie's  approach,  not  in  the  least  surprised  at  her  sudden  ap- 
ance.  In  a  country  where  highway  projects  are  rerouted  by 
n  planners  because  they  might  displace 
ble  fairy  homes  like  the  Tree  of  Latoon, 
ndipity  is  the  norm. 

ie  was  on  his  fourth  Irish  coffee,  follow- 
about  as  many  pints,  and  was  all  conge- 
ty.  At  his  stage  of  inebriation,  bar  patrons 
nost  other  countries  would  be  throwing 
ches  or  shouting  hooligan  obscenities  at 
widescreen  TV. 

I'm  inside  with  a  very  disreputable  local 
onage,"  Roderick  informed  us.  "I  warn 
,  he's  a  serious  alcoholic." 
Ne.  went  inside  and  met  his  friend, 
i  greeted  us  warmly,  even  though  he  was 
bly.  He  turned  out  to  be  a  distinguished 
>ician  who  records  with  Van  Morrison 
the  Chieftains  among  others  and  is  brother  to  Ireland's  most 
ous  woman  singer. 

'You  know  what  she's  worth?"  Roderick  murmured  as  his 
nd  staggered  off  toward  the  Gents.  "A  hundred  and  ten 

ion  euros.  How  much  is  that  in  pence}" 

Don't  you  adore  Ireland?"  Maggie  said  in  the  car  on  our 
r  seriously  late  way  to  Luggala.  It  was  steeply  uphill.  A  spec- 
llar  vista  opened  to  our  left.  It  seemed  familiar,  though  I 

not  been  to  this  part  of  Ireland.  I  realized  why  the  next  day 

n  we  passed  a  road  sign  indicating  that  Mel  Gibson  filmed 
t  of  Braveheart  here. 

A.s  Maggie  drove,  she  told  me  about  our  host  for  the  night, 
old  friend  the  Honorable  Garech  a  Bnin.  Garech  is  the  son 
Donagh  Oranmore  and  Browne,  one  of  three  legendarily 
utiful  Guinness  sisters.  His  brother  Tara  Browne  was  killed 


at  age  21  in  1966  when  he  drove  his  Lotus 
Elan  at  lethal  speed  into  the  back  of  a  parked 
van  in  London.  Tara's  friend  John  Lennon 
memorialized  the  event  in  the  song  "A  Day  in 
the  Life"  ("I  heard  the  news  today,  oh  boy. . ."). 

Garech  started  Claddagh  Records,  which 
began  the  Irish  music  revival  and  preserved 
much  of  Ireland's  musical  patrimony  from 
oblivion.  He's  lived  at  Luggala  for  many  years 
and  is  married  to  an  Indian  princess.  There  is 
nothing  about  him  that  is  not  exotic.  At  one 
point  in  our  visit,  Maggie  came  into  acciden- 
tal possession  of  a  piece  of  paper  with  Garech's 
most  frequently  dialed  phone  numbers. 
Among  them  were  Bono's  cell  phone,  a  dozen 
maharajahs  and  maharanis,  Chez  LAmi  Louis  restaurant  in 
Paris  and  the  Taj  Mahal. 

"You've  never  met  anyone  like  him,"  Maggie  said. 
We  drove  through  a  gate  and  descended  into  a  long,  misty 
valley  with  a  lake  fed  by  a  river.  The  road  leveled  as  we  went 
through  a  mossy  glade.  It  felt  like  going  through  a  time  warp.  As 
we  emerged,  I  saw  what  looked  like  a  small  Greek  temple  by  the 
shore  of  the  lake. 

"That's  where  the  brother's  buried.  Look,  deer." 
We  were  in  an  open  field  planted  with  immense  400-year-old 
specimen  trees.  And  yes,  deer. 

The  house  loomed  ahead,  a  low  white  Egyptian  Gothic  con- 
fection with  crenellations.  Luggala.  It  was  built  as  a  hunting 
lodge  in  the  1780s  and  twice  given  by  a  father  to  a  daughter  as 
a  wedding  present.  It  appears  in  the  2004  movie  King  Arthur. 
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Everything  around  here  seems  to  have  been  a  set  for  a  film. 

Garech  emerged  blinking  and  wet-eyed  from  a  nap  to  greet  us. 
And  now  the  illusion  of  being  in  Middle  Earth  was  complete. 
Luggala's  master  is  diminutive  but  dominates  a  room  by  stepping 
into  it.  I  couldn't  decide — man,  leprechaun,  hobbit. .  .wizard?  He 
carried  a  walking  stick  and  had  a  bald  pate,  long  gray  wispy  beard 
and  hair  tied  in  an  unkempt  ponytail,  and  he  was  impeccably 
dressed  in  a  baby-blue  tweed  three-piece  suit.  I  wouldn't  have 
been  surprised  if  he'd  reached  into  his  pocket  and  produced  either 
a  flintlock  pistol  or  a  mandrake  root.  His  eyes  gleamed  with 
intelligence  and  hospitality,  but  a  trace  of  sadness.  Later  he  said 
to  me,  "I'm  actually  a  very  shy  person."  Garech  looks  at  you  with 
a  sly  half-smile,  as  though  daring  you  to  blurt  out  whatever 
fugitive  thought  you're  withholding.  In  my  experience,  aristocrats 
are  usually  cool  to  the  touch.  This  one  glowed  like  a  peat  fire. 

His  friend  and  Luggala's  curator,  a  natty,  polymath  archi- 
tectural historian  with  the  perfect  name  of  Count  Randal 
MacDonnell  of  the  Glens,  poured  Champagne.  Garech  plunked 
himself  down  on  an  important-looking  sofa  and  held  court 
until  suppertime. 

Count  Randal  gave  us  a  tour  of 
the  house,  which  has  been  undergo- 
ing renovation  for  the  last  five  years. 
He  showed  us  a  270-year-old  clock 
that  once  kept  time  in  the  Irish 
Parliament  and  plays  "God  Save  the 
Queen"  on  the  quarter  hour;  a  hori- 
zontal harpsichord  ("very  rare");  a 
French  Revolutionary  cap  in  a  Lucite 
case  in  a  bathroom  ("You  don't  see 
many  of  those,  do  you?");  a  chair  on 
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a  landing  that  had  belonged  to  Napoleon;  paintings  by,  ami 
others,  Jack  Yeats,  Francis  Bacon  and  Lucian  Freud,  who  w 
kind  of  godfather  to  Garech;  the  new  library,  which  will  h 
28,000  volumes. 

At  dinner,  as  the  clock  chimed  "God  Save  the  Queen,"  Gar 
read  from  a  memoir  by  a  member  of  the  Bloomsbury  circle  ab 
a  dinner  party  in  this  same  room,  in  the  1930s.  Back  horn 
found  another  anecdote  of  a  dinner  at  Luggala  in  a  book  ab 
the  director  John  Huston.  It  took  place  in  the  1950s,  and  featu 
a  well-and-truly-drunk  Brendan  Behan.  Behan  kept  interrupt 
the  convivial  conversation  shouting,  "Up  the  rebels!"  Then,  "a 
dessert  was  served,  he  rose  unsteadily  to  his  feet  and,  sway! 
slightly,  raised  his  glass  in  the  direction  of  our  hostess.  'To 
ladyship!'  he  roared.  'God  bless  her! '  and  fell  forward  onto 
table,  which  gave  way  under  his  weight  with  a  tinkling  of  bre 
ing  glass  and  a  jingle  of  antique  sterling  silver. 

"Oona  [sic]  said,  'Oh,  dear,'  as  if  someone  had  spilled  a  ti 
spoonful  of  salt,  rose  from  the  debris  in  front  of  her,  and  si) 
gested  that  it  was  'time  for  us  to  move  back  into  the  draw: 
room.'  Two  of  the  sturdier  gentlertj 
guests  lifted  the  eminent  playwri] 
from  where  he  had  fallen  and  carr 
him  into  the  adjoining  chamber,  whj 
they  deposited  him,  breathing  heavi 
on  an  ancient  sofa." 

After  dinner,  sitting  on  that  sa 
ancient  sofa  with  Garech,  I  noticei 
pair  of  bronzed  hands  in  front  of  the 
screen  and  remarked  on  them. 

"I  thought  you'd  notice  those," 
said.  "They're  the  death  hands  of  a  v 
great  piper  named  Seamus  Ennis 
would  stay  up  all  night,  and  then  after  you'd  finally  got  to  slel 
wake  you  at  five  o'clock  in  the  morning  to  tell  you  that  the  st4 
he  had  told  you  at  4  a.m.  had  a  detail  wrong,  and  would  tell  1 
entire  story  again,  which  you  really  didn't  want  to  hear." 

The  next  morning,  I  walked  to  the  Greek  temple  to  pay  l 
respects  to  Tara.  We  ate  a  full  Irish  breakfast  of  eggs,  bacon  aj 
sausage,  and  prepared  our  departure. 

"You  must  sign  the  book,"  Garech  said.  Luggala's  gui 
book  starts  in  1964,  the  year  Garech's  mother  gave  him  Lugga 
It  weighs  as  much  as  a  Gutenberg  bible  and  is  full  of  drawin 
and  photographs.  Garech  gave  me  a  guided  tour  of  it.  It  to| 
almost  two  hours.  I  was  in  no  hurry,  but  Maggie,  who  bj 
signed  the  book  many  times  over  the  years,  was  growing  frani 
about  being  late  to  Glin. 

On  an  early  page  was  a  photograph  of  a  striking  worm 
named  Tessa  Welborn,  who  designed  Ursula  Andress's  bikini 
Dr.  No.  John  Hurt,  the  actor.  Ronnie  Fraser,  the  actor,  who  g 
very  drunk  at  the  races  and  fell  down  face  forward  on  the  couri 
John  Boorman,  the  director  (Deliverance,  Hope  and  Glory),  a  n$ 
neighbor.  Mickjagger.  Charlotte  Rampling,  the  actress.  (O 
of  the  Chieftains  became  so  infatuated  with  her  that  he  had 
be  pried  off.)  Tara  Browne,  Garech's  brother:  a  yellowed  new 
paper  clipping  about  the  wreck,  suggesting  that  he'd  swerved 
the  last  second  to  save  his  passenger.  He  was  very  handsom 
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inie  Wood  of  the  Stones.  Robert  Graves,  the  poet,  whose 
h  birthday  party  was  held  here.  John  Berryman,  the  poet. 
Irianne  Faithfull.  A  woman  with  a  famous  German  surname, 
bid  flame  of  Garech,  looking  fiercely  at  the  camera  like  some 
ribination  vampire  and  dominatrrx.  ("She  was  really  crazy," 
•ech  said.)  Brendan  Behan.  Garech's  wife,  Puma,  beautiful  in 
]  royal  Indian  finery.  An  Irish  poet  whose  last  name  I  missed 
who  effectively  ended  his  career  by  broadcasting  from  Berlin 
ing  the  war.  "His  defense,"  Garech  smiled,  "was  that  an  artist 
;ht  always  to  be  on  the  wrong  side  of  any  issue."  He  turned 
•ther  page.  What  times  this  place  has  seen. 
We  said  our  good-byes  and  drove  off  toward  the  lake,  past 
Ivious  deer  and  stately  trees,  and  pointed  our  way  to  Glin. 
'We're  going  to  be  seriously  late,"  Maggie  said.  "On  the  other 
d,  no  one  cares.  It's  Ireland." 


lin  Castle  sits  astride  the  Shannon  River,  32  miles  west 


B of  Limerick.  It  was  built  in  1785  and  is  the  seat  of  the 
Knight  of  Glin,  a  title  that  goes  back  700  years.  The 
rent  Knight,  Desmond  FitzGerald,  is  the  29th  and  last,  as  he 
his  wife  produced  no  son,  albeit  three  beautiful  daughters. 
When  your  family  goes  back  700  years,  there  are  bound  to  be 
he  interesting  moments.  Such  as  this,  from  the  family  history: 
..Thomas  FitzGerald,  heir  of  the  then  Knight,  was  hanged, 
wn  and  quartered  by  the  English  forces  in  Limerick  in  1567.  His 
'her,  legend  has  it,  seized  his  severed  head,  drank  his  blood,  and 


walked,  surrounded  by  a  vast  keening  concourse,  carrying  his  dis- 
membered body  to  be  buried  at  Lislaughtin  Abbey. 

Or  this,  when  the  original  castle  was  besieged  by  the  forces  of 
Queen  Elizabeth  I  in  1600: 

...Sir  George  Carew,  the  Lord  President  of  Munster,  captured 
the  Knight's  six-year-old  son  and,  tying  the  child  to  the  mouth  of 
a  cannon,  threatened  to  blow  him  to  bits  if  the  Knight  did  not 
surrender.  The  reply,  in  Irish,  was  blunt:  'the  Knight  was  virile  and 
his  wife  was  strong  and  it  would  be  easy  to  produce  another  son. ' 

And  there  you  have  the  Glin  parental  gamut,  from  Mother 
of  the  Year  to  Dad  from  Hell.  FitzGerald  DNA  runs  strong. 
Desmond's  grandfather,  Fitzjohn,  was  paralyzed  by  a  stroke  and 
lived  in  the  castle  during  the  struggle  against  British  rule.  When 
the  Sinn  Fein  arrived  one  day  in  1923  to  torch  the  place,  he 
refused  to  budge.  He  told  them,  'Well,  you'll  have  to  burn  me  in 
it,  boys."  The  boys  repaired  to  a  pub  and  never  got  around  to 
burning  the  castle  to  the  ground. 

Desmond,  a  Harvard  MA.  in  art  history  and  for  a  decade 
deputy  curator  of  furniture  at  the  Victoria  and  Albert  Museum 
in  London,  has,  along  with  his  lovely  wife,  Olda,  painstakingly 
restored  Glin  to  a  glory  it  never  had  in  the  first  place.  To  pay  for 
it  all,  they  decided  to  accept  guests.  There  are  15  guest  rooms. 
It's  like  spending  the  night  in  a  museum;  every  detail  is  flawless. 

Over  dinner  that  night,  Desmond  said,  "Many  Americans  will 
say,  'I  love  Ireland,'  but  their  entire  experience  of  it  has  been  stay- 
ing at  Ashford  or  Dromoland  Castle  and  playing  a  few  rounds 
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of  golf."  A  visit  to  Glin  steeps  you  like  a  teabag  in  Ireland. 

Glin's  manager  Bob  Duff,  an  able  and  amusing  New  Zea- 
lander,  told  us  about  a  man  from  Chicago  who  took  over  the 
entire  place  for  five  days  but  wanted  a  medieval  feast  and  joust- 
ing tournament  laid  on.  "I  told  him  we're  an  18th-century  house, 
and  not  reallv  organized  for  suckling  pig  and  jousting." 

Glin  has  a  historic  link  with 
America:  The  first  flying  boats 
landed  a  few  miles  up  the  Shannon 
at  Foynes.  Desmond's  mother, 
whose  family  nickname  was  "The 
Knightmare,"  sold  fresh  produce 
from  her  garden  to  the  flying  boats 
during  hard  times  in  the  1930s  and 
'40s.  Veronica  FitzGerald  was  by  all 
accounts  a  demanding  personality. 
"Battleship  Britannia  under  full 
sail,"  Bob  Duff  said,  as  he  showed 
us  her  masterpiece,  the  gardens. 
That  the  castle  survived,  indeed 
flourished,  is  due  to  her  and  her 
son,  Desmond.  But  so  ends,  with 
him,  700  years  of  history.  See  it 
while  you  can.  Maggie  and  I  set  off 
the  next  morning  in  a  driving  rain. 


Late  as  we  were,  she  said  we 
had  to  stop  at  Moran's  Oyster 
Cottage  in  Kilcolgan.  They've 
been  serving  oysters  here  since 
1797.  On  a  wall  is  a  framed  poem 
by  Seamus  Heaney,  one  of  Ireland's 
numerous  Nobel  laureates. 

Our  shells  clacked  on  the  plates. 
My  tongue  was  a  filling  estuary, 
My  palate  hung  with  starlight: 
As  I  tasted  the  salty  Pleiades 
Orion  dipped  his  foot  into  the  water. 


It  was  signed  "To  Willie  Moran, 
in  the  cool  and  thatch  of  crockery." 
Maggie  and  I  sat  by  the  fire  and  drank  creamy 
Guinness  and  ate  briny  oysters  and  then 
drove  to  our  third  and  last  stop,  St.  Clerans. 

There  was  a  circularity  to  our  trip.  v" 
John  Huston  first  came  to  Ireland  in  » 
1951  at  the  invitation  of  Garech's  vV 
mother,  Oonagh.  One  day  while  ^ 
hunting  on  horseback,  he  saw  St. 
Clerans  looming  across  the  fields,  fell  in 

re  with  it  and,  in  the  impulsive  manner  of 
Americans,  bought  the  place.  He  lived  here 
with  his  fourth  wife,  Ricki,  and  their 
son,  Anthony,  and  daughter,  Angelica, 
he  cost  of  keeping  it  up  finally  forced 


CELTIC  TRIO 

They're  delightful,  they're 
delovely,  their  demesnes: 
Three  authentic  Irish  noble 
homes  built  between  1784 
and  1787  are  available 
to  offer  you  breathtaking 
stays  in  times  gone  by. 

Luggala,  Roundwood, 
County  Wicklow:  weekly 
lease  of  full  house  only. 
Seven  bedrooms  accommo- 
date 10  to  12  people.  Rent, 
including  staff,  is  in  the 
$36,000  range.  Adams  & 
Butler,  Dublin;  011  -353-1  - 
660-7975,  www.irish 
luxury.com. 

Glin  Castle,  Glin,  County 
Limerick:  15  rooms  from 
about  $340  to  $540  per 
night,  inclusive  of  full 
breakfast  and  all  taxes. 
Dinner  is  served  to  residents 
only.  Open  March  1 
to  Nov.  30.  011-353-68- 
34173,  knight@iol.ie, 
www.glincastle.com. 

St.  Clerans,  Craughwell, 
County  Galway:  12  suites 
from  about  $360  (low 
season)  to  about  $640 
(high  season),  inclusive  of 
full  Irish  breakfast  and  VAT. 
Open  year-round  except 
Christmas  Day  and  Dec.  26. 
011-353-91-846555, 
www.merv.com. 


him  to  sell  18  years  later,  but  he  said  that  his  happiest  ye 
were  the  ones  spent  here.  His  great  passion  was  foxhunting 
became  Joint  Master  of  the  Galway  Blazers. 

On  our  first  night,  as  Maggie  and  I  tucked  into  Chef  Kum 
black  tiger  prawn  tempura  and  Cajun  roasted  monkfish 
pointed  to  the  portrait  of  Huston  and  asked  Barry,  a  you 
waiter,  if  he  knew  his  movies. 

"I've  been  racking  my  brains,"  he  said. 
"The  Treasure  of  the  Sierra  Madre,  The  Maltese  Falcon, 
African  Queen,  The  Man  Who  Would  Be  King,  The  Dead." 

Barry  nodded.  "Oh,  yes.  Really?  Well,  around  here,  you  see,  h 
known  for  his  horses.  They  don't  know  him  for  the  other." 

A  lot  of  famous  people  came  here  to  visit.  One  was  Jean-P; 
Sartre,  who  had,  oddly,  agreed  to  collaborate  on  a  screenplay 
Huston  about  Sigmund  Freud.  Huston  invited  him  here.  1 
arrived  by  taxi  from  Dublin.  Huston  greeted  him  on  horseba 
at  the  gate.  The  story,  along  with  the  one  about  Brendan  Bel 

collapsing  at  the  table 
Luggala,  is  in  Peter  Viertf 
memoir,  Dangerous  Friem 
"It  was  a  strange  way 
welcome  the  originator 
existentialism,  a  man  w] 
frowned  upon  all  persor 
possessions,  especially  the 
of  the  upper  classes.  Boot 
and  spurred,  Huston  greeted  the  small,  homely  intellectual 
Sartre  was  not  impressed.  To  show  his  distaste  for  all  the  sple 
dor... Sartre  entered  the  house  and  made  no  comment  whats 
ever  about  the  architecture,  the  art  on  the  walls,  the  1 
comfort  of  his  host's  residence." 

There  are  12  bedrooms,  all  beautifully  done.  The  "Griffi 
suite,  named  for  St.  Clerans'  current  owner,  Merv  Griffin,  w 
Huston's  bedroom.  As  you  walk  in,  on  either  side  are  glas 
encased  alcoves  in  the  walls.  These  were  where  he  kept  his  Os< 
statuettes.  The  view  from  Huston's  old  bedroom  sweeps  acre 
a  field  where  a  half-dozen  horses,  one  of  them  ghost-whil 
frisk  at  all  hours. 

On  the  last  night  of  our  trip,  Maggie  and  I  walked  out  to  t 
fountain  after  dinner.  The  house  was  quiet  now  but  tomorrow 
would  be  astir.  Griffin  was  helicoptering  in  from  Shannon  airpd 
for  a  week's  visit,  accompanied  by  his  faithful  pet  shar-p< 
Charlie  Chan.  St.  Clerans'  new  chatelaine,  the  omnicon 
petent  Rose  Narva,  had  been  busily  putting  a  thousar 
details  right  for  the  incoming  lord  of  the  manor. 
I  smoked  my  cigar,  sipped  my  brandy  and  looks 
at  the  house,  illuminated  under  the  stars,  and  thougj 
of  all  that  Luggala,  Glin  Castle  and  this  hou, 
had  seen  since  the  1780s,  when  they  were  buii 
within  three  years  of  each  other. 

Suddenly  we  heard  a  thunderoi 
rumble  coming  at  us  and  turned.  It  wi 
the  horses.  The  white  one  flashed 
they  galloped  away  in  the  night. 

"Don't  you  adore  Ireland?"  Magg 
said.  And  the  answer  was  ves.  • 
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A  STAR  ALLIANCE  MEMBER 


The  new  and  distinct 
singaporeair.com 


>ur  new  website1  and  you  could  win  Business  Class  tickets  to  any  Singapore  Airlines  destination* 

1  wvwv.singaporeair.com  "Lucky  draw  runs  from  20  Sep  -  31  Oct  2005.  Terms  and  conditions  apply. 


UROLD 

After  15  years  of  touring  the  world,  we've  learned 
that  there  are  just  some  things  you  don't  leave  horn 
without.  May  we  present  a  traveler's  checklist... 
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Styles  = 

Phonebook 

Smaller  than  a  business 
card  and  practically 
weightless,  the  4GB 
iPod  nano  holds  up 
to  1,000  songs.  $250, 
www.apple.com. 


The  3GSM  SLVR, 
Motorola's  candy-bar 
version  of  its  ever- 
popular  RAZR,  operates 
on  networks  worldwide. 
Price  depends  on  carrier; 
www.nwtorola.com. 


The  English-made  Fulton 
Tiny  1  umbrella  weighs 
just  5.6  ounces.  About 
$30  at  www.  brollies 
galore.co.uk. 


A 


A  cashmere  blanket 
is  great  for  long  plane 
rides  and  cold  hotel 
rooms.  This  one's  so 
chic  it  has  its  own 
carrying  case.  Leather- 
trimmed  cashmere 
blanket,  $2,065,  by 
Prada.  (888)  977-1901 


D  MORE 


II     A  sport  coat  dresses 
up  anything,  even 
shorts  and  flip-flops. 
This  one's  warm  enoug 
to  double  as  a  sweater 
plus  it  packs  like  a 
dream.  Cashmere  jacke 
$3,250,  byLoro  Piana. 
www.  loropiana.  com. 


This  safety  razor  uses  a 
regular  blade,  but  at  just 
four  and  a  half  inches 
long,  it's  also  compact 
enough  to  fit  in  the 
smallest  Dopp  kit. 
Chrome  razor,  $40,  by 
The  Art  of  Shaving.  (800) 
696-4999,  www.  the 
artofshaving.com. 


The  Canon  PowerShot 
SD550  shoots  tack-sharp 
photos  at  7.1  megapixels 
and  vivid  video  footage, 
all  viewable  on  a  generous 
2.5-inch  LCD  screen. 
$500,  www.canon.com. 


Canon 

TZwerShot  SDSSO 
DIGITAL  GLRH 


Combat  postflight  face 
fatigue  with  liberal 
applications  of  moisturizer. 
Diamond  Gel  Creme, 
$250/50ml,  by  Natura 
Bisse,  at  Bergdorf 
Goodman,  New  York,  and 
select  Barneys  New  York 
and  Neiman  Marcus  stores. 
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Choose  photochromatic 
lenses  so  you  don't  have 
to  switch  from  sunglasses 
to  regular  frames.  And 
always  pack  an  extra 
pair.  Frames,  left,  $325, 
and  right,  $365  (not 
including  custom 
lenses),  by  Robert 
Marc.  (212)  737-6000, 
www.  robertmarc.  com. 


Altoids.  You'll  be  glad 
you've  got  these  in  your 
bag  after  a  long  in-flight 
nap — and  so  will  your 
seatmate.  $12  for  six 
tins,  www.altoids.com. 


The  steel-and-titanium 
Master  Compressor  Extreme 
World  Chronograph  covers 
all  24  global  time  zones, 
displaying  a  city  from 
each.  $12,750,  by  Jaeger- 
LeCoultre.  (800)  JLC-TIME, 
www.jaeger-lecoultre.  com. 


Icelandic 

The  salmon  are  running 
again-in  some  of  the  worlds 
most  beautiful  rivers. 

BY    CHARLES  GAINES 

FYI 


Recently  I  learned  to  my  relief  that  the  unseemly  proprietary  passion  we  Atlantic  salmon  anglers  are 
given  to,  the  pay-any-premium  avarice  that  affects  many  if  not  all  of  us  where  that  fish  is  concerned, 
is  genetic  (or  at  least  deeply  historical)  and  therefore  no  more  our  fault  than  is  our  attachment  to  SUVs. 
ie  original  sinner,  it  seems,  was  a  neighbor  of  Ingimundur  the  Old,  one  of  the  first  Viking  settlers  of  Iceland, 
lose  holdings  included  the  lovely  Vatnsdal  River,  spawning  home  then  as  it  is  now  to  a  large  annual  run  of 
Imon.  One  spring  day  in  895,  Ingimundur  went  down  to  catch  a  salmon  from  his  river  and  found  a 
ighbor — named  Hrolleifur — poaching  from  the  opposite  bank.  Commanded  to  leave  at  once,  Hrolleifur 
rew  a  spear  across  the  river  and  well  into  Ingi,  thus  initiating  his  own  speedy  demise  at  the  hands  of  Ingi  s  sons. 


FORBES  FYI  121 


But  not  before  he  had  stained  us  all, 
I  thought,  as  I  stood  recently  with  my 
daughter,  Greta,  on  a  bridge  over  the 
Laxa  in  Asum  River — little  more  than  a 
spear's  throw  from  Ingi's  Vatnsdal — 
where  more  than  12  miles  of  ravishing 
salmon  runs  and  pools  are  available  to 
only  two  rods  at  a  time  at  a  price  of 
$4,000  per  rod  per  day,  making  it  perhaps 
the  world's  single  most  expensive  piece  of 
water  in  which  to  wet  a  line.  It  was  the 
first  day  of  our  fishing  tour  of  Iceland, 
and  Greta,  predictably  bucking  to  get  out 
of  the  gate,  had  asked  if  we  couldn't  just 
take  a  few  casts.  How  close  we  poor  apples 
fall  to  Hrolleifur's  tree!  I  thought,  actually 
considering  it:  If  Greta  and  I  had  a  spear, 
and  if  Eric  Clapton,  who  had  leased  the 
river  for  the  week,  just  happened  to  show 
up  and  get  chesty. . . 

These  days  the  fishing  rights  to  the 
more  than  30  prime  Atlantic  salmon 
rivers  in  Iceland,  and  dozens  of  lesser 
ones,  are  controlled  by  cooperatives  of 
Ingi's  on  each  river,  who  now  get  money 
thrown  at  them  rather  than  spears  by 
leasing  out  those  rights  to  indi- 
viduals, groups  or  companies 
like  the  Angling  Club  Lax-a. 
That  company,  which  excel- 
lently arranged  our  trip,  leases 
salmon,  Arctic  char  and  trout 
beats  on  about  30  rivers,  in- 
cluding the  to-kill-for  Laxa  in 
Asum,  then  sells  time  on  those 
beats  as  rod /days  of  fishing  to 
roughly  1,500  Icelandic  anglers 
and  the  same  number  of  for- 
eign ones  each  year.  At  an  aver- 
age cost  of  $6,000  to  $9,000 
per  person  per  week  in  prime 
time  (July  and  August  on  most  rivers),  the 
salmon  fishing  it  sells  is  some  of  the  priciest  ^ 
on  the  planet.  Arguably,  it  is  also — along 
with  that  on  Russia's  Kola  Peninsula —     /  v 
the  world's  best.  But  up  until  recently,     f  ^x_y^-^. 
that  distinction  was  about  the  equiv 
alent  of  having  the  world's  best  pas- 
senger-pigeon shooting. 

Over  the  last  three  decades,  pol-  Re^kjavi'i^ 
lution,  habitat  destruction  and — pri 
marily — commercial  drift-net  fishing  have 
slashed  the  worldwide  population  of  wild  Atlantic  salmon 
by  two  thirds,  and  that  astonishing  decline  would  very 


likely  have  led  to  the  fish's  extinction  had  it  not  been  for  t 
efforts  of  two  relentless  and  capable  conservation  organization 
the  Canadian-American  Atlantic  Salmon  Federation  and  t 
Iceland-based  North  Atlantic  Salmon  Fund,  which,  over  the  pj 
five  years,  have  bought  out  commercial  salmon  fishing  righ 
throughout  the  North  Atlantic.  This  strategy  of  reimbursii 
commercial  fishermen  not  to  fish  has  been  so  effective  th 
for  the  past  couple  of  seasons  many  of  tl 
salmon  rivers  of  Iceland,  Canada  and  ofh 
North  Atlantic  countries  have  entertaim 
their  largest  runs  of  fish  since  the  glory  yea 
of  the  1950s  and  '60s. 

During  those  two  decades,  my  fathi 
fished  for  salmon  in  Iceland.  When  I  was  t« 
^  years  old,  the  tongue-twisting  name 

one  of  its  rivers,  the  Midfjardara,  w 
to  me  the  very  sound  of  joy.  Writ 
Greta — who  is  more  like  my  father  th; 
anyone  in  our  family — announce 
about  a  year  ago  that  she  woui 
make  my  life  a  living  hell  until  si 
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ght  an  Atlantic  salmon,  there  seemed  only  one  place  to  go. 
After  sparing  Eric  Clapton  a  spearing  on  the  Laxa  in  Asum, 
[drove  on  for  another  90  miles  east  through  the  operatically 
igeous  countryside  of  northern  Iceland — with  its  steep,  virile 
stline  of  rocky,  windswept  headlands,  bays  and  fjords,  its  con- 
itly  shifting  weather  and  pale  clear  light  (24  hours  a  day  of  it 
ummer),  its  Celtic  greenness,  red-roofed  farms,  mauve  hills 
1  snow-striped  volcanoes.  I  described  Atlantic  salmon  fishing 
my  daughter,  trying  to  prepare  her  for  something  she  is  by 
iperament  radically  ill-suited  to:  long  hours  of  casting  with- 
catching  fish. 

I  started,  of  course,  with  what  is  magical  about  the  creatures: 
ose  glamour-puss  heartbreakers  whose  bullet  bodies,  hard  and 
;ht  as  coin  silver,  seem  to  hurdle  even  when  they  are  stretched 

stiff  on  a  bank,  and  who  for  their  speed,  stamina  and  aban- 
led  leaping  at  being  caught  are  prized  above  all  game  fish  by 

anglers  who  pursue  them.  Getting  closer  to  the  pill  in  my 
ssage,  I  pointed  out  that  because  salmon  fishermen  since 
ore  Ingi's  day  have  shared  a  fascination  with  solving  problems 
t  have  no  solution,  Atlantic  salmon  are  also  prized  for  what 
i  seem  to  the  uninitiated  a  maddening  irrationality  when  it 
nes  to  dietary  practices.  I  explained  that  when  salmon  are  in 
ir  spawning  rivers — where  they  are  fly-fished  —  they  do  not 
d.  Occasionally,  for  reasons  that  no  one  definitively  under- 
nds,  they  will  eat  a  fly;  but  since  they  do  not  do  so  out  of 
iger,  all  questions  pertaining  to  which  fly  they  will  eat  at  any 
en  time  can  be  as  productively  answered  by  a  Yorkshire  terrier 


as  by  any  expert.  Given,  I  went  on,  that  even  in  a  pool  thick  with 
salmon  a  good  angler  such  as  herself  could  go  through  dozens  of 
yummy-looking  fly  offerings  over  hours,  even  days,  of  tugless 
casting,  the  whole  exercise  can,  well... can  sometimes  come  to 
feel  like  wading  over  slippery  boulders  waist-deep  in  freezing 
water  while  trying  to  throw  pebbles  into  distant  pop  bottles  at 
something  north  of  five  bucks  a  toss. 

There  was  a  long,  uneasy  silence,  during  which  I  hoped 
I  hadn't  gone  too  far.  Finally,  Greta  grinned.  "It  sounds  like 
salmon  are  the  chicks  of  the  fish  world,"  she  said.  "You  can 
shower  them  with  gifts  and  they  still  might  have  a  headache. 
I  can  totally  relate." 

|  P  '  reta  is  a  vivid  36.  She  has  will,  wit, 

JBBF  comeliness  and  a  long-standing 

jfjjf  familiarity  with  getting  what  she 

wants.  She  is  a  mother  and  a  wife, 
but  also  a  singer/songwriter  who 
WK    has  toured  nationally  with  Sheryl 
■B  Crow  and  Alanis  Morissette,  a 

TV  hostess  and  commentator  on 
';:Sih.  KSl'N  and  Oxygen  networks 

^^^^^  ,,  anil  an  ex  world-champion  female 

^^^MBH^^^^  inowboarder.  Since  she  was  eight, 
she  has  caught  bonefish,  tarpon,  big  trout  in  Argentina  and  many 
other  fish  around  the  world  on  a  fly  rod,  and  she  regularly  out- 
fishes  most  men,  including  me.  I  had  no  serious  doubt  that  if 
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she  paid  the  dues  of  river  time  demanded  hy  Atlantic  salmon  she 
would  catch  one  of  those  thrilling,  exasperating  fish.  But  hy  the 
time  we  reached  the  Midfjardara  and  she  still  had  not  done  so,  I 
was  beginning  to  have  concerns. 

Earlier  in  the  week,  warming  up  on  fish  that  eat,  she  had 
hammered  the  big  resident  brown  trout  of  the  Laxa  in  Adaldal, 
and  they  had  sent  her  away  to  our  first  salmon  fishing,  on  the 
Blanda  River,  brimming  with  piscatorial  confidence.  Predictably, 
the  run  was  late  on  the  Blanda.  There  were  very  few  fish  in  the 
pools,  a  cold  and  howling  upstream  wind,  and  a  surly  Finnish  TV 
crew  sharing  our  beat:  run-of-the-mill  for  salmon  fishing.  Greta 
fished  through  it  all  on  the  grueling  Icelandic  schedule  of  7  a.m. 
till  1  p.m.  and  4  p.m.  till  10  p.m.  without  missing  a  cast,  carping 
only  about  the  Finn  fishing  "her  water"  and — when  she  pulled 
her  fly  out  of  the  mouth  of  the  only  Blanda  chick  who  didn't  have 
a  headache — about  my  not  having  told  her  often  enough  never 
to  strike  a  salmon  on  the  take. 

If  she  came  to  the  Midfjardara  a  bit  chastened,  she  also  came 
to  it  with  undiminished  determination  and  considerably  up- 
graded skill.  No  form  of  fly-fishing  is  more  difficult  or  looks 
easier  than  that  for  Atlantic  salmon,  most  of  the  techniques 
employed  by  the  experts  being  invisible  until  you  are  one  of 
tern.  Facing  her  last  two  days  of  fishing  for  the  trip,  Greta  had 
been  coached  into  owning  an  important  few  of  those  techniques 
by  a  young  guide  on  the  Blanda  named  (perfectly)  Ingi,  and  by 
our  f  riend  and  traveling  companion,  Martin  Risberg,  a  Swedish 
salmon  acc.  Moreover,  whereas  the  Blanda  had  left  her  literally 


and  figuratively  cold,  she  loved  the  Midfjardara  as  instantly  a) 
wholeheartedly  as  my  father  had. 

And  what,  indeed,  is  not  to  love?  The  area  is  actually  a  cd 
vergence  of  four  rivers — offering  70  miles  of  fishing  over  fl 
beats  to  only  ten  rods  in  a  blessed  variety  of  pools;  runnii 
through  a  broad,  beautiful,  unpeopled  valley  that  looks  like  t) 
love  child  of  southwest  Montana  and  Ireland.  It  is  intimate,  ev) 
dainty  in  places,  daunting  in  its  gorge,  small  and  shallow  enou) 
in  most  places  for  a  one-handed  rod,  dry  flies  and  the  rifflii 
hitch.  It  is  everywhere  interestingly  technical,  with  wonder! 
structure  and  character.  The  Midfjardara  could  well  be  God 
own  salmon  river. 

Greta  fished  hard  there  on  our  first  day  and  got  back  to  tl 
lodge  exhausted  at  11  p.m.  after  a  six-hour  fishing  hike  throug 
the  gorge  with  Martin  and  photographer  Hakan  Stenlund.  SI 
lay  on  my  bed  with  a  glass  of  Irish  whiskey  and  said,  "I  don 
know,  Dad." 

"You've  got  one  more  morning,"  I  told  her,  but  I  felt 
depleted  as  she  did. 

After  awhile,  if  you  are  in  your  60s  and  have  been  at  it  all  yoi 
life,  it  becomes  hard  for  any  kind  of  fishing  to  feel  as  purely  an 
exhilaratingly  fresh  as  it  did  when  you  were  first  at  it — even  in 
Tolkienesque  country  of  frozen  lava  fields  and  hills  shaped  eve 
to  the  nipple  like  female  breasts;  one  populated  by  gnomes,  elvt 
and  lovelings  whose  restaurants  serve  horse,  whale,  singe 
sheep's  head  and  putrefied  shark  meat;  and  whose  capital  cil 
boasts  the  world's  only  museum  of  penises. 
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On  Greta's  last  morning  in  Iceland  with  two 
iirs  left  to  fish,  she  waded  into  the  Landamerk- 
[jot  pool  of  her  grandfather's  favorite  river,  a 
by  sprite  of  a  pool  that  should  have  been  named, 
ih  fewer  consonants,  Tiffany.  This  time  I  was 
ching  her,  though  she  hardly  needed  it. 
"I  have  a  hunch  about  this  fly,"  I  told  her,  and  tied  onto  her 
tier  one  of  my  friend  Per  Stadigh's  Swedish  Poachers.  "Don't 
iher  with  the  run  for  now.  Cast  where  it  tails  off  into  the  pool." 
"I  know.  And  get  a  good  upstream  mend,"  said  my  daughter 
arily. 

She  did  just  that,  and  caught  a  fat,  bright  hen  fish  of  about 
ht  pounds,  so  fresh  it  still  had  sea  lice  on  it,  playing  it  perfectly 
:hat  it  never  left  the  pool.  Martin  tailed  and  then  released  the 
1  after  Greta  had  kissed  it  and  I  had  kissed  her,  and  salmon 
ling  was,  for  maybe  the  50th  time,  newly  born  again  for  me.  • 


Clockwise  from  top: 
A  father-daughter 
ramble  along 
Laxa  in  Adaldal; 
Greta's  quarry;  the 
old  settlement 
of  Grenjadarstadur, 
near  Einarsstadir. 


Far 
North 


¥  celandair  offers  regular  (and 
I  excellent)  service  from  Boston, 
A  New  York,  Washington,  Orlando, 
Minneapolis  and  San  Francisco 
to  Iceland's  capital  city,  Reykjavik. 

That  city  is  a  bustling,  prosperous, 
happy  place,  with  lively  art  and 
music  scenes,  good  museums, 
first-rate  hotels  and  restaurants, 
some  of  the  world's  most  beautiful 
women  and  weekend  partying  during 
the  summer  that  is  open  to  all 
comers  and  goes  on  all  night.  The 
Blue  Lagoon,  a  geothermal  spa 
about  45  minutes  from  downtown, 
is  a  must-visit,  as  is  the  National 
Museum,  with  its  extensive 
Icelandic  history  collection. 

If  you  like  small,  quiet  Old  World 
hotels  that  pay  attention  to  the 
details,  the  Hotel  Holt  is  one  of  the 
best  I  know  of  anywhere.  Located 
on  a  quiet  street  near  the  center 
of  town,  it  boasts  a  superb  restaurant 
and  wine  list,  an  elegant  lobby 
and  Cognac  bar,  perfectly  appointed 
rooms  and  a  fine  private  art 
collection  of  some  300  works  hung 
throughout  the  hotel.  The  brand-new 
Radisson  SAS  1919  Hotel,  located 
by  the  harbor,  is  another  good  place 
to  stay  and  has  the  finest  hotel 
gym  in  Reykjavik — something  you'll 
be  happy  to  have  handy  if  you  do 
much  eating  there.  I  had  one  of 
the  best  meals  of  my  life  at  Vox  in 
the  Nordica  Hotel  and  another 
at  the  restaurant  in  the  Holt.  Also 
world-class  are  Apotek,  the  Lobster 
House,  Siggi  Hall  and  Thrir  Frakkar, 
a  small  marvel  of  a  fish  restaurant. 

The  Angling  Club  Lax-a  (011- 
354-557-6100,  www.lax-a.is)  can 
organize  fishing  for  salmon,  trout 
and  Arctic  char  (or  for  combinations 
of  those  species)  on  some  30 
Icelandic  rivers,  either  from 
full-service  lodges  or  self-catering 
and  self-guiding  cabins.  Prices  run 
from  about  $300  per  rod.  per  day 
(at  a  self-catering  cabin)  to  the 
Laxa  in  Asum's  stunning  $4,000  per 
day  (with  the  self-catering  option). 
The  season  (and  prime  time)  varies 
from  river  to  river,  but  good  fishing 
can  be  had  somewhere  in  Iceland 
from  April  through  October.  — C.G. 
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HE  KING 
AND 

EVER  WONDER  WHERE 
ELVIS  GOT  THOSE 

WAY-OUT  THREADS? 

(  FROM  LANSKY  S  ON  BEALE  STREET,  MAN  ) 


m  a  always  called  me  Mister  Lansky."  The  unmistakable 
■■■H  Southern  accent  echoes  through  the  clothing  store  in  the 

'  ■  lobby  of  the  regal  Peabody  Hotel  at  149  Union  Avenue, 
Memphis.  "I  told  him,  'Call  me  Bernard.'  But  Elvis  always  said, 
'Thank  you,  Mister  Lansky.'  He  was  brought  up  right.  His 
mother  brought  him  up  a  gentleman." 

Bernard  Lansky  has  seen  a  lot  of  Memphis  history  in  his  78 
years,  and  from  his  elegant  haberdashery,  which  he  runs  with  his 
son,  Hal,  he's  furnished  the  wardrobes  of  rock  'n'  roll  royalty  for 
more  than  a  half-century.  His  original  shop,  on  famed  Beale 
Street,  is  where  music  and  fashion  made  beautiful  harmony. 

Elvis  Presley  was  raised  on  the  sound  of  gospel  music  sung  at 
church  services  he  attended  with  his  parents,  Vernon  and  Gladys. 
The  family  moved  to  Memphis  in  November  1948,  when  Elvis 
was  13  years  old. 

Bernard,  meantime,  was  one  of  nine  children  of  immigrants 
from  Kiev.  His  father  bought  a  used  clothing  store  at  126  Beale 
Street  for  Bernard  and  his  six  brothers,  ensuring  they'd  have 
secure  jobs  working  as  their  own  bosses.  But  Bernard  took  one 
look  around  and  said,  "It  ain't  me." 

He  tried  an  Army-surplus  clothing  business,  but  the  postwar 
inventory  eventually  dried  up.  "So  I  started  high  fashion  for  the 
ethnic  people,"  he  says.  "They  had  bands  and  concerts." 

Hi    store  took  off.  "Cut,  make  and  trim.  Lot  of  people 
D  took  hot  on  Saturday  night.  They'd  come  into 
the  store  on  Friday  night,  we  were  so  busy.  One  day  I  saw 
a  bright  young  man  walking  on  Beale  Street.  I  knew  he  went 

church  down  there  where  they  had  gospel  singing." 


Bernard  and  young  Elvis  struck  up  a  conversation, 
looked  in  the  window  and  said,  'You  have  some  nice  stuf 
there,'"  Bernard  recalls.  '"When  I  get  rich,  I'll  buy  you  out.'  I  s 
'No,  don't  buy  me  out,  just  buy from  me.'"  Elvis  was  an  ushe 
Loew's  theater  at  the  time.  He  cashed  his  paycheck  and  made 
first  purchase,  a  $3.95  shirt.  Later,  while  still  attending  L 
Humes  High  School,  he  had  the  tailor  create  an  ensemble  se 
black  pants,  pink  coat  and  pink-and-black  cummerbund  for 
junior-senior  prom.  "He  always  wanted  to  be  the  belle  of 
ball,"  Bernard  remembers. 

"One  day  he  came  in  and  said,  Tm  going  to  be  on  TV  v 
Ed  Sullivan.'  So,  I  got  him  dressed  and  told  him  how  muc 
was.  Elvis  said,  'I  got  a  problem.  I  got  no  money.'  I  told  h 
'Yes,  that  is  a  problem.  But  I'll  tell  you  what,  I'm  going  to  fli 
you.'  That  was  the  key  in  the  lock  for  him  and  me." 

It  wasn't  long  before  Elvis  bought  Graceland — he  was 
years  old.  "He  got  good  and  did  a  lot  of  concerts,"  says  Berna 
"Memphis  had  a  lot  of  pimps,  gamblers.  We  had  high  fashior 
the  window.  I'd  do  tailor-made  mohair,  silk  and  wool.  Flare  i 
no  back  pockets.  Twenty-six-inch  knee,  14-inch  bottom  dra 
Then  I  made  thinner  legs." 

Word  got  around  in  the  music  business.  "Elvis  Presley  v 
my  PR  man  all  over  the  world,"  Bernard  recalls.  "I  put  clotl 
on  Johnny  Cash.  He  brought  me  a  Prince  Albert  tobacco 
and  pointed  to  the  man  on  the  cover.  'I  want  this,'  he  sai 
'a  black  suit.'  I  made  a  cutaway  coat  with  black  pants.  Did 
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re  to  worry  about  him,  he  always  wore  black."  The  stream  of 
ertainers  kept  coming:  Frank  Sinatra,  Sonny  Burgess,  Carl 
kins  and  others. 

But  Bernard  never  forgot  who  put  his  little  store  on  the  map. 
lsed  to  make  deliveries  for  Elvis  at  Graceland.  Gladys,  his 
ther,  would  greet  me  at  the  door.  They  used  to  stay  out  all 
ht  on  gigs.  They'd  eat  breakfast  at  four  o'clock  in  the  after- 
?n.  Gladys  would  tell  me  to  take  the  clothes  up  to  Elvis' 
Iroom  and  come  back  down  and  eat  breakfast  with  them, 
'non  Presley  was  sitting  right  there.  Every  time  he  went  out  on 


Elvis  discovered 
Lansky's  Beale  Street 
store,  above,  when 
he  was  still  a 
teenager,  and  had 
Lansky  fitting  him 
for  custom-designed 
suits  soon  after.  Even 
at  a  tender  age, 
Elvis  knew  that 
clothes  make  the  man. 

gigs  with  Elvis,  Vernon  would  get  three  suits." 

Bernard  was  shopping  in  Dallas  in  August 
1977  when  he  learned  that  Elvis  had  left  the 
building  for  the  last  time.  "We  flew  right 
home,  and  I  went  out  to  Graceland,"  Lansky 
remembers,  sadly.  "He  was  a  heck  of  a  nice 
guy.  I  put  him  in  his  first  suit,  and  I  put  him 
in  his  last  suit." 

Bernard  Lansky's  creations  suited  the 
King,  but  they  never  brought  acclaim  from 
the  fashion  world.  An  article  in  the  January 
1957  Sunday  New  York  Daily  News  column 
"What's  on  TV"  in  fact  named  Elvis  "'Worst' 
Dressed  Male  TV  Star."  TVs  "Best"  Dressed 
that  year  was  Hal  March,  according  to  style 
authority  Irving  Heller.  The  dishonor  stung, 
perhaps,  but  then,  who  does  entertainment 
history  remember?  Elvis  or  Hal  March? 
Today  you  can  still  stroll  through  the  formal  lobby  of  the 
grand  Peabody  Hotel  in  Memphis  and  up  to  the  ornate  glass 
doors  of  Lansky's  haberdashery.  The  world's  top  fashions  are  on 
display,  along  with  signed  guitars  from  the  likes  of  Jimmy  Dean, 
Johnny  Cash  and  the  King  himself.  Behind  the  counter  you'll 
still  find  Bernard  Lansky.  At  78  years  old,  he  has  a  wiry  frame, 
and  is  usually  dressed  in  a  designer  tie,  blue  shirt  and  sleeveless 
cardigan.  He  still  shakes  hands  with  a  strong,  bony  grip.  Ever)' 
morning  at  six  o'clock,  the  tailor  to  the  King  is  in,  and  ready  for 
the  next  big  thing,  i 
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Birioni  originated 
in  Rome  in  1945, 
but  its  new  Milan  atelier 
is  the  company's  HQ  for 
seriously  luxurious  custom 
clothing.  In  an  elegant 
space  that's  more  front 
parlor  than  fitting  room, 
Brioni's  tailors  undertake 
true  bespoke  work,  with 
patterns  cut  for  each 
customer.  Suits  start  at 
$5,000  and  take  about 
three  months  to  complete. 
Brioni,  Via  Gesu  3,  Milan, 
011-39-02-76390086, 
or  New  York,  (212) 
355-1940.  Suit  stand, 
$998,  at  Interiology,  New 
York,  (212)226-4707, 
www.interiology-ny.com. 
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IUSTOM 
AUTHORITIES 

Ipese  are  the  names  and 
limbers  to  know  for  world-class, 
ade-to-order  indulgences. 


Few  experiences  are 
as  extravagant — or 
as  wonderful — as  com- 
sioning  a  famous  per- 
il ler  to  create  something 
t  for  you.  Spend  a  day 
j'aris  with  Jean-Michel 
I  iez,  the  "nose"  of  Jean 
flou:  He'll  weave  olfactory 
ts  of  your  favorite  things 
i  n?  roses?  chocolate?) 
i i a  fragrance,  some  of 
n ch  will  be  stored  in  the 
ipany's  vaults,  some  of 
hch  you'll  receive  at  home 
I  Baccarat  crystal  bottle, 
l  it  takes  is  money  (starting 
I  ibout  $65,000)  and 

e  (a  year  from  meeting 
!  delivery).  Jean  Patou, 
!  ue  de  Castiglione,  Paris; 
I  1-33-1-42-92-07-22. 


owned  by  Hermes, 
and  the  made-to-order 
boutique  sits  within  the 
grand  flagship  on  the  rue 
du  Faubourg  Saint-Honore. 
Reason  enough  to  visit — but 
having  your  feet  rendered 
as  hand-carved  wooden 
lasts  (on  which  your  shoes 
will  be  built)  is  also  an 
experience  not  to  be 
missed.  Expect  a  tab  of  at 
least  $4,500,  and  be 
patient:  First  pairs  require 
multiple  fittings  (which  can 
be  scheduled  in  the  United 
States)  and  nine  or  ten 
months  to  produce.  John 
Lobb,  21  rue  Boissy 
d'Anglas,  Paris;  011-33-1- 
42-65-24-45.  In  the  United 
States,  call  (212)  888-9797. 


If  you've  shopped 
for  jeans  lately,  you 
know  that  finding 
the  right  pair  means  wading 
through  a  sea  of  denim. 
Earnest  Sewn,  in  New  York's 
Meatpacking  District,  lets 
you  take  charge  of  every 
detail,  from  the  fabric  to 
the  rivets  to  the  length  of 
your  inseam.  Best  of  all, 
your  jeans  will  be  ready  in  a 
matter  of  days,  if  not  hours. 
Custom  jeans,  $350-$800, 
at  Earnest  Sewn,  821 
Washington  St.,  New  York; 
(212)  242-3414. 
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New  York's  Jacob 

V&  Co.  will  customize 
bling  of  any  category — 
but  we  particularly  like 
these  monogram  cuff  links 
with  three  carats  of  dia- 
monds set  in  white  gold. 
Prices  start  at  $5,000, 
and  you  should  expect  to 
wait  about  three  weeks, 
depending  on  how  compli- 
cated (and  how  large)  your 
piece  will  be.  Jacob  &  Co., 
48  E.  57th  St.,  New  York; 
(212)  719-5887, 
www.jacobandco.  com. 


You  can  buy 
Rod  Keenan's  hats 
ready-made,  but  true 
aficionados  make  appoint- 
ments to  visit  his  Harlem 
brownstone.  There, 
surrounded  by  new  and 
vintage  hat  blocks,  you  can 
choose  from  a  dizzying 
array  of  shapes,  materials 
and  trim.  You  may  leave 
with  a  hat  bought  right 
off  the  shelf  (like  this  fur-felt 
trilby,  $700)— if  not,  your 
custom-made  creation 
will  arrive  about  three 
weeks  later.  Rod  Keenan, 
202  W.  122nd  St.,  New 
York;  (212)  678-9275, 
www.  rodkeenannewyork.  com. 


David  Linley,  son  of 
V*  Princess  Margaret 

(and  thus  the  Queen's 
nephew),  oversees  a  London- 
based  firm  that  contracts 
British  woodworkers, 
glaziers  and  the  like  to 
produce  everything  from 
furniture  to  jewelry  boxes. 
Whether  you  commission 
a  desk  or  a  humidor  (like 
the  one  here,  made  in 
sycamore  to  match  Asprey's 
headquarters),  an  initial 
consultation  leads  to 
sketches,  fabric  or  wood 
selection,  watercolor 
renderings  (works  of  art  in 
themselves)  and,  some 
12  weeks  later,  the  finished 
piece.  David  Linley,  60 
Pimlico  Road,  London; 
011-44-20-7730-7300, 
www.davidlinley.com. 
Humidor,  about  $72,200, 
at  Asprey,  (800)  883- 
2777,  www.asprey.com. 
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Apparel 

Raoazzolo 

Visit  www.ravazzolo.com  or  rail  our  agent  for  the  U.S.: 
Luciano  Moresco  &  Co..  ltd.  1-212-397-4300 


W  Hotels  Worldwide 

There  arc  20  W  Hotels  worldwide,  each  with  a  unique  sense  of 
style  and  luxury.  New  openings  coming  soon. 
Visit  www.whoccls.com/world 


Aston  Martin  is  the  wo 
Since  1914  it  hs 


Visit  \ 


v.astonmartit 


In  technology,  performance  and  design,  ou 
Its  greater  to  lead  than  follt 
at  audiu 


Automotive 

Asron  Martin  North  America 
exclusive  sports  car  company. 

ds  culminating 
VI 2  Vanquish. 
866-NA-Aston 
Audi 

TKtlllS  LOI1M.U1I. 


aggeand 
call  1 


'.  For  more  informaiion  visit  us 
call  1-800-FOR-AUDI 
Cadillac  STS 
Cadillac  V-Series  -  Get  Empovscred 
Visit  www.cadiilacuder5.com 
Chrysler  300C 

The  Chrysler  300C.  The  most  awarded  new  car  ever. 

Visit  www.chrysler.com/300C 
GMC  Truck:  Yukon 


We  invite  you  to  test  drive  the  400  hp  Maserati  Quai 


Jewelry/Watches 

Chopard 

For  141  years,  Chopard  has  cres 
haute  jewelry  in  the  world's  mo: 
Enter  the  "World  of  Chopard"  ; 
or  call  (800)-CHOPARD 


Maseruti 
oportc  luxury  sport  sedan. 
Visit  maseratiameritj.tom7tby  or  call  H77-MY-MASERATI 

Consumer  Products/Services 

Bigelow  lea 

Find  an  ever  changing  array  of  distinctive  tea-themed  gifts. 

Discover  recipes  and  entertainment  ideas  that  will 
make  an  occasion  memorable. 
Visit  www.bigclowtea.com  or  call  888-24 1-3569 
Capresso 

The  first  and  only  automatic  coffee  center  that 
creates  cappuccinos  or  lattcs  with  one  push 
of  a  bution  without  moving  the  cup. 

Visit  www.caprcsso.com 
Corazon  de  Agave  Tequila 
Visit  www.torazontequila.tom 

Hawaiian  Vacations 

/.  Rank  of  America 
Visit  www.bankofamcrica.com 
2.  Hawaiian  Airlines 
Visit  www.hawaiianair.com 
J.  Kona  Village  Resort 
Kona  Village  Resort  is  located  on  Hawaii's  Big  Island. 
Room  rates  include  bountiful  meal  plan,  ocean 
sports  and  activities,  tennis  and  fitness  center. 
Discover  the  Hawaii  of  your  dreams. 
Visit  www.konaviIlage.com  or  call  800-367-5290 
4.  Mauna  Kea  Resort 
Experience  Big  Island  luxury  on  the  famed  Kohala  Coast.  Enjoy 
two  renowned  hotels  with  oceanview  accomodations, 
championship  golf,  magnificent  beaches,  exquisite 
cuisine  and  warm  island  hospitality. 
Visit  www.FrinccResortsHawaii.com  or  call  866-FRJNCF.-6 
5.  Mauna  htni  Resort 
On  the  Big  Island  of  Hawaii  you  will  find  an 
incomparable  oasis  of  beauty  and  luxury. 
Visitwww.maunalani.com  or  call  1-800-367-2323 
6.  ResortQuest  Waikiki  Reach  Tower 
Experience  the  pinnacle  of  privacy  and  pampering, 
breathtaking  ocean  views,  all-inclusive  amenities, 
and  an  attentive  24-hour  staff  at  Waikiki  's 
only  luxury  condominium  resort. 
Visit  www.RQWaikikiBeach  Iower.com  or 
call  866-77-HAWAII  (866-774-2924) 
7.  Roy  's 

Roy's  features  Hawaiian  Fusion  Cuisine  -  the  freshest  local 
ingredients.  European  sautes,  bold  Asian  spices, 
with  a  focus  on  Fresh  Seafood. 
Visit  www.roysrcstaurant.t-om 
R.  Suntjuest  Vacations 
Visit  www.sunqucst-hawaii.com 

Hotols 

Radision  T/aza  Xing  Guo  Hotel  Shanghai 
Radisson  I'laza  Xing  GtlO  Hotel  Shanghai  is  a  5-siar  boutique  hotel 
situated  within  7  hectares  of  historic  gardens  in  the  heart  of  the 
consular  district.  The  unique  garden  style  hotel  in  downtown 
Shanghai  provides  a  haven  for  guests  to  relax  and  enjoy 
Visit  www.radisson.eom/shanghaitn_pla/a  or  call  800-  VI  i  133  1 
Sheraton  Grand  fat  I'tng  Yang  Hotel  Shanghai 
Visit  www.shcrattmgrand-shanghai.tom  or  call  800-810-3788 


.•ptional  timepieces  and 
chopaid.com 


Realty 

//  Vil/aggio  Realty,  Inc. 

Exceptional  3/3,  1,746  sq  ft  South  Beach  Designer  Penthouse 

in  the  Setai  with  breathtaking  ocean  &  city  views  from 

2  open  terraces,  $20,000/month. 

Visit  www.isTfcaJty.com  or  call  l-305-6?3-4808 


Retail 

Oavidoff 

To  purchase  DavidofT  handmade  premium  cigars  : 
visit  www.davidofTmadison.com  or  to  find  the  nea 
call  1-800-213-2340 
Roger  Dubuis 

Visit  www.rogcrdubuis.com  or  call  570-970-8888 


nd  cigar  accessories, 

est  Davidofl  siore  locatit 


deeper  sleep.  And  tor  t 
Hows  and  cozier  blankei 
sh  Airways, 
all  1-800-AIRWAYS 


amcd 
unning. 


Luxury  Destination  Club 
in  spectacular  homes  in 


Travel 

British  Ainvays 

We  ofTcr  you  sorter  flat  beds  for 
comfort,  we  included  plumper  [ 
Business  class  is  different  on  Bn 
Visit  www.ba.com/clubworId  or 
Crystal  Cruises 

Discover  toi  yourself  why  Crystal  Cruise 
the  World's  Best  Large  Ship  Cruise  Line 
Visit  http://www.crystalcruises.com  or  fc 
brochure  call  1-866-569-7200 
Dream  Catcher  Retreats  -  Pr 
Enjoy  carefree,  memorable  \ 
the  world's  most  desirable  destinations. 
Visit  www.dcr.com/fyi  or  call  866-618-3954 
Monaco  Government  Tourist  Office 

The  Principality  of  Monaco,  as  grand  as  ever.. .and  yet  suprisingly  affordable! 

Experience  a  place  where  romance,  royalty,  history  and  magic  all  unite. 

For  exclusive  packages  at  extraordinary  rates  go  to  www.MonacoAuction.com 

Visit  www.visitmonaco.com  or  call  800-753-9696 

Sentosa  leisure  Group 

Visit  www.sentosa.com.sg 

Singapore  Airlines 

Visit  www.singaporeair.com 


Treasures  of  the  Titans 

AXA  Art  Insurance  Corporation 
Visit  www.axa-art.com 
Cartier 

Visit  sww.cartier.com 
Chanel 

Visit  www.chanel.com 

Alfred  Dun/ttll 

Visit  www.dunhill.com 


Giorgio  Armani  Parfums 

Visit  www.giorgioarmani.com 

Harry  Winston 

Visit  www.harrywinston.com 

Hermes 

Visit  wvsw.hermes.com 

Mississippi  Development  Authority 

Visit  www.mississippi.org 

The  Citigroup  Private  Bank 

Visit  www.titigroiiji.com 

Van  Cleef  cr  Arpels 

Visit  wwvv.vancleef-arpels.com 

Yachting 

American  Evpress 

Visit  www.mylifemycard.com 

Azimut  Yachts 

Visit  www.azimutyachB.nei 

lirnetti  Yachts 

Visit  www.benctiivachts  it 

Chub  Cay 

Visit  www.chubcay.com 
Sentosa  Leisure  Group 
Visit  www.scnto.sa. com. si^ 
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RUSSIA, 

by  Andrew  Moore; 
C""j    Chronicle  Books;  $40 

JL    For  whatever  quirky  or 
^^^j    profound  reason,  there's  no 
ji    place  like  Russia  for  capturing 
the  heroic  in  the  achingly 
ordinary,  or  the  surreal  in  the  bluntly 
mundane.  This  wss  evident  years  ago  in 


Rick  Smolin's  multi-photographer 
extravaganza,  A  Day  in  the  Life  of  the 
Soviet  Union,  but  never  taken  to  the 
artistic  heights  of  Andrew  Moore's  Russia: 
Beyond  Utopia.  Moore's  color-saturated, 
large-format  photographs  showcase  his 
eye  for  highly  stylized,  formal  compositions 
("Stalin's  Billiards"),  for  stripped-down, 
soulful  chaos  ("Volodya,  Wife  and  Dog") 
and  for  unlikely  collisions  ("Peter  the 


Great  and  BMW").  Russia  covers  versts 
of  historical  and  metaphorical  ground 
without  falling  into  the  trap  of  lazy 
social  assessment.  It  is  a  book  of  extren 
visual  clarity  that  strikes  sparks  in  its 
viewers  because  it  somehow  comes  off . 
a  series  of  riddles — people  and  places 
exposed  by  the  lens  but  harboring 
hidden,  off-camera  histories  and  agend; 

—RICHARD  NALLEY 


ft  SPACE  TOURIST'S  HANDBOOK, 
Iric  Anderson  and  Joshua  Piven; 
rk;  $16 

You've  just  eaten  a  dinner 
tourist's  of  thermostabilized  tuna 
fish  from  the  metal  tray 
attached  to  your  lap.  Now 
it's  time  to  tether  yourself 
into  bed.  But  first, 
there's  the  problem  of  the 
It-gravity  pit  stop.  Welcome  to  the 
I  derful  world  of  space  tourism.  It  may 
pTi  farfetched  now,  but  Eric  Anderson 
i  Joshua  Piven  want  to  make  sure 
t  're  ready  when  the  day  does  come.  As 
t sident  of  extraterrestrial-travel  agency 
I  ce  Adventures,  Anderson  brings  a 
H  ound  knowledge  of  astrodynamics, 
l(le  Piven  contributes  the  irreverence  he 
r>tered  as  coauthor  of  The  Worst-Case 
f/73/70  Survival  Handbook.  Together, 
/'ve  produced  a  thorough  travel  guide, 
fiplete  with  illustrated  instructions 
appearing  sane  during  the  preflight 
etiological  exam  ("Avoid  uncontrollable 
Ibing")  and  eating  in  space  ("Crumbs 
I  kill  if  inhaled  while  sleeping  in  orbit"), 
re  are  even  sample  itineraries  for 
;t-see  destinations  like  the  moon, 
re  activities  include  planting  a  flag, 
ecting  rock  samples  or  a  day  trip  to 
"dark  side."  But  don't  let  the  humor 
tiis  how-to  fool  you.  By  the  end  of 
book  you'll  have  mastered  the  seven 
;s  of  space  missions  and  know 
ugh  Russian  to  greet  the  cosmonauts 
hie  International  Space  Station. 

—STEPHANIE  COOPERMAN 

HIND  THE  LINES, 
ted  by  Andrew  Carroll; 
ibner;  $30 

In  1998,  Abigail  Van 
Buren  dedicated  a  "Dear 
Abby"  column  to  archivist 
Andrew  Carroll's  quest 
to  collect  and  preserve 
the  letters  of  American 
soldiers.  The  response 
was  like  the  courtroom 
;ne  in  Miracle  on  34th  Street.  Of  the 
,000  letters  Carroll  eventually  received, 
used  about  200  in  his  2001  book, 
wrican  War  Letters,  which  hit  the  New 
rk  Times  best-seller  list  and  spawned 
:umentaries  on  PBS  and  the  History 


INFECTED;  Majesco;  $40  (PSP) 

Zombies:  ho-hum.  Gamers  have  been 
blowing  apart  the  undead  for  years. 
So  at  first  glance,  this  new  third-person 
zombie-shooter  for  Sony's  handheld 

S PlayStation  Portable  looks  old-hat.  But 
Infected  has  a  gimmick,  and  it's  pretty  cool  in  a  thematicaliy  congruent  sort  of 
way.  Customize  your  character;  then  log  into  multiplayer  mode  and  battle  another 

a local-network-  or  Internet-linked  player.  Win  the  showdown  and  you'll  "infect" 
the  loser's  game  with  a  bunch  of  zombies  that  look  just  like  you.  If  they  beat  another 
player,  they  pass  your  gang  along  to  the  next  machine.  Eventually,  your  "avatars" 
could  be  running  around  inside  the  PSPs  of  an  unlimited  number  of  Infected 
players.  A  map  in  the  game  keeps  track  of  your  progress  around  the  world  — 
provoking  sober  reflection  on  the  frightening  reach  of  viruses  in  our  globalized  world. 
Who  says  a  zombie-shooter  video  game  can't  be  edifying?  — TAYLOR  ANTRIM 


Channel.  Collecting  the  letters  for  his 
latest  book  was  not  so  easy.  Widening 
his  scope  to  include  the  correspondence 
of  foreign  fighters,  Carroll  traveled  to  35 
countries  over  a  three-year  period,  scouring 
libraries,  interviewing  veterans  and 
employing  interpreters  to  spot-translate 
letters  written  in  Polish,  Vietnamese 
and  Spanish.  Alongside  missives  from 
Americans,  Behind  the  Lines  includes 
letters  from  Germans  and  Russians 
at  Stalingrad,  French  at  Verdun  and  Iraqi 
civilians  in  Baghdad.  But  the  new  book 
hits  the  same  notes  as  the  old,  providing 
a  perspective  on  war  that's  refreshingly 
dissimilar  to  the  work  of  journalists  or 
historians.  Here  are  the  private  thoughts 
and  confessions  of  real  people  living 
through  the  most  convulsive  moments 
in  recent  history.  On  Veterans'  Day 
(November  11),  the  Smithsonian's 
National  Postal  Museum  in  Washington, 
D.C.,  will  open  an  exhibition  of  Carroll's 
letters,  www.warletters.com. 

—THOMAS  JACKSON 

NEW  ART  CITY, 

by  Jed  Perl;  Knopf;  $35 

In  1953,  a  28-year-old 
NEW     upstart  named  Robert 
a  Rauschenberg  asked 

"ART     the  great  abstract 

expressionist  Willem 
u  vv  I  I  Y      de  Kooning  for  a  drawing. 
;;o"v,;;;..      Rauschenberg  did  not 
want  to  study  it,  he 
explained  to  the  dismayed  modern 
master,  but  rather  to  erase  it  and  to  claim 


what  remained  as  his  own.  One  of  the  most 
iconoclastic  artworks  of  the  20th  century, 
"Erased  de  Kooning  Drawing"  is  also 
one  of  the  most  representative,  literally 
playing  out  on  paper  the  razing  of  old 
traditions  as  a  process  of  creative  renewal. 
Seldom  if  ever  in  history  has  this  process 
unfolded  so  dramatically  as  in  Manhattan 
at  mid-century,  the  setting  of  New  Republic 
critic  Jed  Perl's  new  book.  "America's 
Byzantium  was  not  only  physically 
heterogeneous,"  he  writes  of  New  York 
in  the  '50s,  "it  was  also  psychologically 
heterogeneous,  a  city  where  painters  and 
sculptors  and  just  about  everybody  else 
experienced  their  individuality  dialectically, 
in  terms  of  tensions  and  oppositions, 
in  terms  of  a  constant  accretion  of 
variegated,  often  dissonant  impressions." 
As  befits  such  a  fraught  situation,  Perl's 
book  is  enthrallingly  partisan,  defending 
the  heroic  oil-on-canvas  struggles  of  de 
Kooning,  Franz  Kline  and  other  abstract 
expressionists,  while  attacking  the 
antiheroic  pop  art  response  foreshadowed 
by  Rauschenberg  and  realized  by  Andy 
Warhol.  Referring  to  Warhol  and  his  ilk  as 
"whatever-the-market-will-bear  nihilists," 
Perl  matches  the  furor  of  '60s-era  critics 
with  his  own  invective.  His  passion  is 
refreshing  in  an  era  that  venerates  every 
major  20th-century  movement  without 
discrimination,  yet  it  comes  at  the 
expense  of  perspective:  He  can  appreciate 
the  push-and-pull  in  a  de  Kooning,  but 
not,  as  de  Kooning  so  bravely  did  on  that 
fateful  day  in  1953,  the  equally  essential 
push-and-pull  between  de  Kooning 
and  Rauschenberg.— JONATHON  KEATS 


I'ORBKSFYI  115 


MEDIA 


REBEL  SAMURAI;  Criterion;  $100 


1 


"No  one  seems  to  give  any  thought  anymore  to  the 
meaning  of  death,"  says  stoic  samurai  Sasuke  to  hedo- 
nistic double  agent  Mitsuaki.  "Or  to  the  meaning  of 
life,  for  that  matter."  To  which  Mitsuaki  jibes:  "We  need 
money  for  women  and  sake — what  else  is  there  to  live 
for?"  Amid  Mata  Haris  and  midnight  murders,  they  fight 
a  cloak-and-dagger  cold  war  between  medieval  Japan's 
two  superpowers.  If  it  all  sounds  like  John  le  Carre  with 
ninjas,  that's  because  it's  from  Masahiro 
Shinoda's  Samurai  Spy  (19G5),  the  groovi- 
est film  in  this  new  box  set.  These  are  not 
the  noble  warriors  of  Kurosawa's  Seven 
Samurai.  Both  Hideo  Gosha's  Sword  of 
the  Beast  (1965)  and  Kihachi  Okamoto's 
grisly  black  comedy  Kill!  (1968)  feature 
antiheroes  much  like  Clint  Eastwood's  Man 
with  No  Name:  One  is  a  ronin  on  the  lam, 
the  other  a  samurai-turned-ya/cuza;  both 
are  solitary  and  self-interested  until  pressed  to  save  others 
from  their  corrupt  masters.  The  sober  masterpiece  of  the  set  is 
Samurai  Rebellion  (1967),  by  Masaki  Kobayashi.  Isaburo,  played 
by  film  legend  Toshiro  Mifune,  is  forced  to  marry  his  son  to 
his  clan  leader's  mistress.  Surprisingly,  the  two  fall  in 
love,  only  to  have  the  master  demand  her  back.  Though 


the  choice  may  cause  his  family's  destruction,  Isaburo  savors  his) 
refusal:  "I  have  never  felt  more  alive  than  I  do  now." 

—  MATTHEW  REED  BAKEI 

THE  COMPLETE  NEW  YORKER;  Random  House;  $100 

Eight  decades'  worth  of  America's  premier 
magazine  is  enough  to  daunt  even  the  most 
intrepid  reader.  But  The  Complete  New  Yorker] 
is  a  remarkably  laid-back  experience,  kind  of 
like  losing  track  of  time  in  the  library.  Users 
■  download  a  proprietary  application  from  the 
M=MM  I  Internet  that  contains  an  easy-to-follow  soft 
ware  guide  outlining  its  four  major  functions 
"Viewer"  enables  the  user  to  flip  through  spreads  of  the  mag- 
azine just  as  they  appeared  on  the  printed  page  or  to  zoom 
in  for  easier  reading.  "Issue  Contents"  contains  a  full  table 
of  contents  for  each  issue — even  those  from  the  days  of  anony- 
mous stories,  which  are  now  given  their  proper  bylines.  "Search 
Archive"  enables  you  to  find,  fast,  what  you're  looking  for,  whether 
using  author,  issue,  department,  subject  or  another  keyword. 
Or  simply  "Browse  by  Cover."  The  blessedly  easy-to-navigate 
architecture  of  The  Complete  New  Yorker  renders  it  a  literary  dim 
sum:  Take  only  as  much  as  you  want,  because  you  can  always  go 
back  for  seconds — just  try  not  to  think  about  the  total 
amount  of  food  in  the  room.— LORRAINE  CADEMARTORI 
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THE  BREAKERS 

PALM  BEACH 

To  stay  at  The  Breakers  Palm  Beach  is  to  enjoy  the  pleasure 
of  truly  personal  service,  luxurious  accommodations, 

one-half  mile  of  private  heach,  an  oceanfront  spa, 
an  array  of  fine  dining,  36  holes  of  championship  golf, 

world-class  tennis,  award-winning  family  and 
children's  programs,  and  the  finest  on-site  houtiques. 
A  stay  at  The  Breakers  is  an  experience 
worth  repeating  for*  enerations  to  come. 

For  reservations  or  information,  call  your  travel 
professional,  contact  The  Breakers  directly  at 

1-888-BREAKERS  (273-2537), 

or  reserve  online  at  thebreakers.com. 


Owned  anJ  operated  by  l  ljflcr  System.  Ill 


■■■ir~* 
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lation  and  updates. 


Introducing 


ForbesAutos .  com 

PorbesAutos.com  is  a  new  website  devoted  exclusively  to  luxury  vehicles. 
\Vc  know  what  you  expect  from  a  luxury  vehicle.  Superior  handling.  Engineering  excellence. 
Incomparable  comfort.  Appointments  that  fit  your  personal  style.  Find  the  reviews, 
decision  guides,  photo  galleries  and  denier  pricing  you  need  to  research 
and  buy  vour  next  luxury  vehicle  at  PorbesAutos.com. 


Visit  FbrbesAutos.com 
todav  for  a  chance  to 


win  a  400-hp  Cadillac  CTS-F, 
valued  at  over  $50,000. 


No  Purchase  Necessary  Game  ends  December  22,  2005  Musi  be  18  years  ol  age  or  older  and  legal  resident  ot  the  U  S  to  enter 
See  Official  Rules  lor  details  Void  where  prohibited  MSRP  ot  Grand  Prize  vehicle  $49,995 


You've  worked  hard  to  earn  that  special  luxury  vehicle 
that  suits  your  passion  for  performance  and  style.  Find  it  at. 

Forbes 


A  U  T 


com 


MEDIA 


THE  ESSENTIAL 
FRANK  SINATRA  WITH  THE 
i  Mm  DORSEY  ORCHESTRA; 
iird/Legacy;  $25 


Before  he  was  the  "Chairman  of 
the  Board,"  before  he  was  "01' 
Blue  Eyes,"  Frank  Sinatra  was 
known  simply  as  "The 
Voice."  From  1940  to 
1942,  just  as  America 
was  coming  out  of 
the  Depression  and 
entering  World  War  II, 
Sinatra  sang  with  the  Tommy  Dorsey 
Orchestra,  where  he  shared  the  stage 
with  other  singers  such  as  the  Pied 
Pipers,  Connie  Haines  and  Jo  Stafford. 
The  Dorsey  band  was  Sinatra's  boot 
camp,  where  he  learned  how  to  work 
with  musicians  and  select  repertoire  and 
where,  most  importantly,  the  skinny 
Sicilian  learned  his  phrasing.  Watching 
and  listening  to  Dorsey's  smooth 
trombone  playing,  Sinatra  stretched  his 
breath  like  no  singer  had  before,  holding 
and  bending  the  notes.  In  this  44-track 
CD  set,  Sinatra  glides  through  songs  that 
he  would  continue  to  sing  throughout 
his  career — "I'll  Be  Seeing  You," 
"Stardust,"  "Oh!  Look  at  Me  Now"  and 
"The  Song  Is  You."  His  voice  is  as  crisp 
as  a  fall  evening — before  the  smoky  bars 
and  the  booze  made  it  a  box  of  gravel. 
In  the  big  band,  though,  he  was  just 
another  instrument.  Sinatra  knew  this, 
and  he  knew  he  had  to  break  free.  When 
he  did  so  he  took  America  with  him, 
ushering  in  a  new  age  when  the  popularity 
of  the  singer — the  voice — eclipsed  that 
of  the  bandleader.  —MARK  ROTELLA 

OPERA  PROIBITA, 
Cecilia  Bartoli;  Decca;  $18 

Having  topped  the 
charts  with  a  series 
of  CDs  devoted  to  arias 
from  long-forgotten 
operas  by  Vivaldi, 
Gluck  and  Salieri, 
Cecilia  Bartoli  has  gone  back  to  the 
vaults  for  gems  of  George  Frideric 
Handel,  Aless.   ■'ro  Scarlatti  and  Antonio 
The  title     fhe  new  CD— Opera 
r  "Forbic      Opera"— alludes 
tothefii  radeofthe 
17th  century,  when  th-.    ^tican  banned 


opera  in  Rome.  Determined  music  patrons, 
High  Church  officials  among  them, 
contrived  to  keep  the  genre  alive,  indeed 
to  make  it  flourish.  They  commissioned 
high-toned  allegories  ("The  Triumph  of 
Time  and  Disillusionment")  or  explicitly 
churchly  fare  ("The  Martyrdom  of  St. 
Catherine,"  "Oratorio  on  the  Resurrection 
of  Our  Lord  Jesus  Christ")  rather  than 
secular  frivolities.  As  a  further  precaution, 
many  of  these  entertainments  were 
performed  privately.  But  all  this  was 
subterfuge.  As  Bartoli  (a  Rome  native), 
her  conductor,  Mark  Minkowski  and 
his  orchestra,  Les  Musiciens  du  Louvre, 
set  out  to  prove,  in  the  hands  of  their 
chosen  baroque  masters,  the  oratorio 
was  every  bit  as  sensual  and  brilliant 
a  genre  as  opera.  A  nominal  mezzo- 
soprano,  the  star  launches  fireworks 
into  the  stratosphere  with  her  customary 
precision  and  panache.  For  a  change  of 
pace,  she  drops  in  several  slow  numbers, 
sometimes  quite  unadorned  yet  haunting 
in  their  simplicity.  As  her  programs 
tend  to  do,  this  one  contains  a  tune 
or  two  most  listeners  will  recognize  from 
more  familiar  contexts:  an  artful  reminder 
that  enduring  fame  may  be  a  function 
less  of  desert  than  of  happenstance. 

—MATTHEW  GUREWITSCH 

GIRL  GROUP  SOUNDS; 
Rhino;  $65 


to  the  junkman. ..and  I  never  fell  in  love 
again,"  chirp  The  Starlets.  So  what  if  they 
all  sound  the  same,  if  their  backup  bands 
are  jingly  at  best  or  if  most  of  their  music 
was  written  by  men?  In  an  age  when 
riot  grrrls,  pop  tarts  and  rap  gangstresses 
clutter  the  charts,  Girl  Group  Sounds  is  a 
big,  wet  smooch.  — NEAL  SANTELMANN 


ft 


How  many  ways 
can  a  girl  be 
scorched  by  the 
fires  of  passion? 
At  least  ten  dozen, 
if  this  120-song, 
four-CD  box  set  is  any 
indication.  Wrenching, 
hilarious  and  uplifting  by  turns,  Girl 
Group  Sounds  unleashes  a  heartfelt 
flood  of  emotion  from  the  early-  to  mid- 
1960s.  There  are  107  artists  represented, 
including  familiar  acts  such  as  The 
Supremes,  The  Chiffons,  Carole  King, 
Connie  Francis  and  Dusty  Springfield. 
But  the  real  fun  comes  from  those 
groups  you've  probably  never  heard  of. 
"He  makes  me  do  things  I  don't  wanna 
do,"  wail  The  Exciters  on  "He's  Got 
the  Power."  "Here's  a  tear  for  a  souvenir, 
and  a  dream  torn  at  the  seams,"  intones 
Syreeta  Wright  on  "I  Can't  Give  Back 
the  Love  I  Feel  for  You."  "I  sold  my  heart 


TANGIERS 

The  Family  Myth 


THE  FAMILY  MYTH, 
Tangiers;  Frenchkiss;  $14 

When  did  Canada  take  over  rock  'n'  roll? 
Was  it  last  year,  when  Montreal  collective 
The  Arcade  Fire  charmed  critics  and  fans 
with  the  sweeping  melodies  of  Funeral? 
Was  it  back  in  2000,  when  Vancouver's 
The  New  Pornographers  released  their 
still-classic  debut  of  carnivalesque  pop, 
Mass  Romantic?  Or  is  it  happening 
right  now,  as  Canada  sends 
south  a  cascade  of  compelling 
releases  from  acts  like  homespun 
newcomers  Wolf  Parade,  the 
fierce,  dirgy  Constantines  and, 
best  of  all,  Tangiers,  a  foursome 
from  Toronto  with  a  smart  garage- 
rock  sound  that  captures  the  tense 
energy  of  1970s  punk  and  the  upbeat 
tunefulness  of  early  Stones?  The  Family 
Myth  is  Tangiers'  third  release,  and  it's 
as  sure-footed  as  last  year's  Never  Bring 
You  Pleasure.  Songwriters  and  frontmen 
Josh  Reichmann  and  James  Sayce  have 
a  talent  for  melody,  for  agile  hooks  and 
unexpected,  satisfying  refrains.  Best 
of  all  they  sing  like  rock  vocalists  should: 
inexpertly,  but  full  of  conviction.  Songs 
like  "That  Russian  Bastard"  and  "A 
Hundred  Million  Feathers'  Weight" 
show  them  at  their  anthemic  best,  and 
the  leaner,  more  angular  tracks  ("Crack 
Valley"  and  "I  Suggest  a  Crypt")  give 
the  album  its  drive  and  muscle.  — TA 


Natural  disasters 
call  for  acts  of  god. 


hen  Hurricane  Katrina  hit,  it  impacted  millions  of 
es.  Now,  thanks  to  your  help,  The  Salvation  Army 
doing  the  same.  Until  the  recovery  is  complete,  we  will 


continue  to  provide  the  survivors  with  food,  shelter  and, 
most  importantly,  hope.  Thank  you  for  your  continued 
giving  at  1-800-SAL-ARMY  or  salvationarmyusa.org. 
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aster  of  Cunard's  Queen  Mary  2,  Commodore  Ronald 

Warwick,  has  the  sea  in  his  blood:  His  father,  the 
late  William  Warwick,  was  the  first  Master  of 
the  Queen  Elizabeth  2  before  his  retirement  in  1972.  Eighteen 
years  later,  Ronald  himself  was  made  Master  of  the  same 
vessel,  and  in  2003,  Cunard  entrusted  him  with  its  new 
crown  jewel — the  world's  longest  (almost  four  football  fields), 
heaviest  (151,400-ton)  ship.  Warwick  will  retire  in  2006. 

What  was  it  like  growing  up  in  a  seafaring  family? 
I  was  born  in  1940  and  the  war  was  still  going  on,  so  I  suppose 
I  really  didn't  see  an  awful  lot  of  my  father  until  I  was  in 
my  early  20s.  I  went  away  to  sea  at  17  and  he  was  already  at 
sea:  and  I  had  gone  to  boarding  school  as  well  when  I  was  13, 
so  sometimes  our  vacations  didn't  overlap. 

What  must  seafaring  have  been  like  hundreds  of  years  ago? 
It  was  quite  ruthless,  a  very  hard  life  for  the  sailors.  There  were 
no  regulations  in  those  days,  the  captains  of  the  ships  could  do 
what  they  liked.  They  were  kings  of  their  empires,  you  know. 

So  now  you  wouldn't  expect  a  Mutiny  on  the  Bounty  situation? 
Well,  I  can't  keelhaul  [people]  or  make  them  walk  the  plank, 
but  I  don't  really  need  to.  It's  a  different  way  of  managing 
now.  They  call  our  crew  members,  over  1,270  of  them,  "team 
players,"  and  they're  trained  extensively. 

How  has  technology  changed  your job  over  the  years? 
When  the  QE2  came  <     .  we  still  used  Morse  code  to  send 
our  signals  ashore.  Nov    e  don't  have  radio  operators  and 
e-mail  is  a  big  part  of  Oh  lives. 


Has  the  shift forced  you  to  learn  new  tricks? 
We've  got  lots  of  computer-assisted  units  up  here  on  the 
QM2  bridge,  but  it  still  takes  a  man  to  monitor  that.  Myseli 
I  struggle  a  bit  with  laptops  and  things  like  that.  For  the 
younger  guys,  it's  second  nature. 

Do  you  ever  feel  nostalgic  for  the  old  days? 
Not  really.  It's  like  having  an  old  car  and  a  new  car.  If  you 
had  to  choose  one  or  the  other,  you'd  probably  choose  the 
new  car.  But  you  like  to  have  the  old  car  there  and  take  it  ou 
sometimes  on  a  nice  day. 

You  went  down  in  the  Mir  submersible  to  the  wreck  of  the 
Titanic.  What  was  that  like? 

I  was  very  surprised  when  they  discovered  the  Titanic.  I 
thought  that  80  years  later  it  would  have  all  been  covered  in 
silt,  buried.  But  the  silt  buildup  in  that  area  is  tiny.  There 
are  cups  and  saucers  just  resting  on  the  bottom.  Pocketbook 
that  you  can  just  open  up  and  read  the  papers  inside  them. 


Did  we  learn  anythingfrom  what  happened? 
When  I  was  a  captain,  people  wouldn't  talk  about  [the 
Titanic];  that  was  just  a  subject  you  didn't  discuss.  But  I  covj 
never  see  the  rationale  behind  that.  The  Titanic  was  a  real 
tragedy,  but  as  a  result  it  enhanced  safely.  Ships  carried  mon 
lifeboats  and  they  introduced  the  International  Ice  Patrol  to 
monitor  the  ice  floes  south  of  Cape  Race. 

What's  your favorite  part  of  the  job? 
Not  having  to  commute  is  pretty  good. 

What's  the  first  thing  you  re  going  to  do  when  you've  completed 
your  final  voyage? 

I'm  going  to  sit  down  and  do  nothing — slowly.  • 
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